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In complex systems, homogeneity (i.e. lack of diversity) has been documented as a source of
fragility. Likewise, financial sector’s homogeneity has been documented as a contributing
factor for systemic risk. We assess homogeneity in the Colombian case by measuring how
similar banks are regarding the structure of their overall financial statements, and their
lending, investment, and funding portfolios. Distances among banks and an agglomerative
clustering method yield the hierarchical structure of the banking system, which exhibits how
banks are related to each other based on their financial structure. The Colombian banking
sector displays homogeneous features, especially among the largest banks. Results enable to
study to what extent the banking sector is homogeneous, and to identify banking firms that

http://doi.org/10.32468/be.1022
https://ideas.repec.org/p/bdr/borrec/1022.html#download
http://investiga.banrep.gov.co/es/borradores/be-1349
http://investiga.banrep.gov.co/es/content/uncertainty-and-monetary-policy-case-central-bank-colombia
http://investiga.banrep.gov.co/es/espe/espe111
http://investiga.banrep.gov.co/publicaciones/lista


Banks in Colombia : How homogeneous are they? - Portal de Investigaciones
Económicas

Banks in Colombia : How homogeneous are they?

have a (n) (un) common financial structure. Yet, as we neither examine Colombian banking
system complexity nor banks’ soundness nor higher dimensions of diversity, conclusive
inferences about systemic risk and financial stability are pending.


