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An unprecedented inflection point in banking and the global economy é

Jan 2008 Jan 2009

http://media.ft.com/cms/7a7a1484-17a3-11de-8c9d-0000779fd2ac.swf

Financial Times Web Site
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Current core banking infrastructure presents key challenges for IT

Difficult to adapt business processes quickly to support new regulations and functions

Implicit requirement to move from product silos to customer oriented solutions

Core banking systems make it difficult to facilitate mergers and acquisitions

Complex (often undocumented and manual) processes, applications and interfaces 

IT budget focus on maintenance not rebuilding

IT funding is challenged by current economic environment

Core banking systems

include retail deposits,  

retail lending, mortgage 

lending, corporate 

deposits,  corporate 

lending, small business 

banking, credit cards, 

payments, cash 

management, treasury
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We see multiple approaches for Core Banking Modernization

ÁEach approach has differing degrees of value, risk, cost, and time

ÁMoving from left to right ïthe complexity and impact of the specific approach increases

ÁCulture, capabilities, and capital drive the selection of one or more strategies

ÁWe are seeing Tier 1 banks lean towards hybrid approach based on best-of-breed 

applications and parallel modernization of existing core banking solutions

IDC, 2009 Application Services Demand Side Survey Results, Doc # 218106, April 2009
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Three Fundamental Steps for Core Banking Modernization

Define the Strategy

ÁBusiness Strategy

ÁSystems Assessment

Adopt a Framework

ÁIndustry Models 

ÁArchitecture

ÁPlatform

ÁTools

Execute the Plan

ÁPackage Replacement

ÁProgressive Renovation

ÁApplication Consolidation
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Defining the Strategy

ñHow to eat an elephant? éé One bite at a time é

ÁAssessing current banking systems and applications

ÁDefine envisioned target core banking architecture

ÁDetermine gaps between current and target architecture

ÁDetermining the approach for core system modernization

ïCore Banking Application Replacement

ïModernization of existing solutions

ïBuild on what you have

ïRepair/augment/extend what is broken

ïSupplement with third party solutions

ÁPlanning the journey 

ïTime to market is key ïbe ambitious but be realistic

ïProvide iterative and measurable benefits 

ïExecutive sponsorship is key

http://flog.cookingforceliacscolitiscrohnsa

ndibs.com/wp-content/uploads/Eating-

an-elephant.jpg
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Defining the Strategy

Assessing the current state ïEnvisioning the future state

'If you don't know where you're going, any road will get you there.'

Lewis Carroll

The ñhouseò may function, buté

ÅDoes it meet business objectives?

ÅIs it cost effective from a 

maintenance standpoint?

ÅCan it be repaired and extended 

easily and economically?

ÅCan it be adapted to changing needs 

e.g. flexibility?

ÅIs the application stable or volatile?

ÅDoes it fit with the community 

(standards)? Does it provide reuse?

ÅIs it documented in terms of assets 

and dependencies?

ñWinchester Syndromeò

Rooms: 160

Doors: 467 

Fireplaces:   47 

Bedrooms: 40

Kitchens:  6

Staircases:   40 

Skylights: 52

Basements:  2

Windows: 10,000

(38 years in the making)
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Defining the Strategy

Moving from Product-Focused to Customer-Focused Solutions

Many Tier 1 Banks are implementing Master Data Management to 

support a Single View of Customer across LOBs, products and locations
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Defining the Strategy

Evaluating Core Banking Modernization Approaches

Risk, time and cost

Value

Progressive

Modernization

Package with

interfaces

Re-write 

and/or

Re-platform

The key principles for core banking modernization are to reduce risk and reduce time to market

ÁDetermine approach for core banking applications and domains
ï Re-write/Re-platformïRequires high internal design and build skills; historical successes

ï Package with interfacesïRequires close partnership with vendor; popular in ñgreenfieldò geos

ï RenovateïRequires medium to high internal design/build skills; often supplemented with partner SIs

ÁMany Tier-1 banks are pursuing a progressive renovation approach based on an application 

profiling and analysis of their existing core banking solutions
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