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The new banking imperative:

Modernize the system landscape before it’s too late

As financial institutions face the future, modernizing the system landscape is the key to
future-proof the organization for the emerging ecosystem environment that lies ahead
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Lower costs, stronger revenues,
increased customer acquisition
and retention—that's what
financial institutions will

gain by modernizing the

system landscape.”’

Financial institutions faced a known

and growing trend during the COVID-19
pandemic: the need for digital capabilities.
But even as the pandemic begins to fade
and the viral threat diminishes, there is one
thing that isn't going away. Consumers still
want digital banking, and the trend toward
online and app usage is escalating in

ways that call for modernization of the
system landscape.

Following the consumer trends

In 2020, S&P reported a record number of
retail banking branch closings.'A global
pandemic was sending consumers to digital
channels in record numbers, and it seemed
that face-to-face was coming to an end.

17 FINASTRA The new banking imperative: Modernize the system landscape before it's too late  Market Commentary

Even now, forty-five percent of consumers
plan to visit bank and credit union branches
less frequently, and a surprising thirty
percent want to completely eliminate
face-to-face interactions."If you're
wondering why, it's time to review some

of today’s consumer preferences.

Eighty-two percent of consumers are now
firmly entrenched in the use of digital tools
and channels for banking.™ In fact, half
interact with their bank through a mobile
app on a weekly basis compared to only
thirty-two percent in 2018."
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How consumers use digital channels is another big

indicator as to why adoption is accelerating

Ninety-four percent check account balances
online while more than half use digital
channels to transfer funds. The use of
mobile deposits (forty-eight percent) and
paying bills (forty-seven percent) have also
seen consistent traction, indicating that
consumers are using websites and apps to
simplify financial management.

As consumer usage of digital channels
continues to evolve, keeping pace

with trends takes on new importance.
Many analysts forecast low profitability
over the next decade for financial
institutions." However, according to EY’s
assessment, banks and credit unions can
turn the tide with a customer-centric focus.

As new entrants take the stage and
consumer adoption of emerging non-banks
continues to rise, EY encourages financial
institutions to concentrate on the “brilliant
basics” — providing customers with a
positive experience that meets their needs
from start to finish, beginning with digitized
origination and carrying through to the
digital product and service offerings that
consumers want to use."

To compete, financial institutions must
modernize the system landscape

On the surface, the answer seems simple.
If forty-seven percent of consumers prefer
to open accounts through a mobile app or
website, ' then financial institutions should
add online origination. Since more than
ninety percent of consumers want greater
diversity in accounts, then adding more
offerings based on customer or member
needs should do the trick.

Only, financial institutions know it isn't easy
to add products and services with legacy
system landscapes or to support the type
of integrated digital environment that
consumers expect. Currently, creating digital
functionality requires banks and credit
unions to build connections between core
systems and front-end products often in
the form of a digital layer. As a result, the
individual technology applications live in
siloes, resulting in an inconsistent customer
experience across channels.
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Just as critical, many solutions fail to
deliver the time and money saving features
that can transform banking operations.
The ability to automate processes is one

of the key components of today’s digital
environment. Automation makes it possible
to serve customers digitally in real time
while making the banking environment

far more efficient for both consumer and
financial institution.

McKinsey estimates that forty-two percent
of banking processes could be fully
automated and another 19 percent partially
automated, leading to enhancements in
both productivity and processing time.*

By modernizing the system landscape,
banks and credit unions are creating a
more integrated and efficient environment,
one that is capable of keeping pace with
271st century operations and expectations.
It's just what the consumer—and the
financial institution—ordered.
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Why top Fl executives won't wait

to modernize

Lower costs, stronger revenues and
increased customer acquisition

and retention—that's what financial
institutions will gain by modernizing the
system landscape.

Unfortunately, many banks and

credit unions wait too long to take up
modernization efforts, supporting current
systems with a patchwork of updates
and ad hoc offerings until they have failed
or can no longer support the customer-
centric environment necessary to remain
competitive. This became particularly
evident during the COVID-19 pandemic
when eighty percent of financial institutions
uncovered holes and failures in their
technology that negatively impacted the
consumer experience .

Waiting to modernize the system

landscape presents a number of challenges.

First, it puts the financial institution behind
the curve of consumer adoption. A financial
institution that can't support the modern
customer experience is destined to trail

the competition.

Second, failure to update system
landscapes inhibits the organization's
ability to prepare for the future. Nearly half
of consumers now expect their financial
institution to proactively personalize their
experience.X'Not only does this require
extensive data and analytics capabilities,
but also the products and services the
customer needs to complete their own
microcosm of financial management.
These expectations commonly extend
beyond traditional banking services to
digital-powered products such as apps
that automate savings or budgeting and
forecasting, for example.

To remain competitive, financial institutions
will need to not only evolve their product
and service offerings; they will need to
create an integrated environment where
the customer can seamlessly access their
world of banking. Legacy systems lack the
visibility between channels and products
necessary to support this interplay, leading
to more patches, fixes and ad hoc products
to simulate the experience consumers want
to have. In the end, the financial institution
opens itself to greater risk of failure and
data compromise.

4D


http://www.finastra.com/
http://www.finastra.com/

‘EL F.or. M.ore information ReFerences
= visit finastra.com

i. “US Banks Shutter Record Number of Branches in 2020." S&P Global Market Intelligence, Jan. 15, 2021. Web,
Telephone ii. “The State of Consumer Habits in Banking: 2021 Report. Lightico, 2021 Web.
|:| +1 800 989 9009 iil. “The State of Consumer Habits in Banking: 2021 Report. Lightico, 2021 Web.
iv. 2020 Accenture Global Banking Consumer Study.” Accenture. Accenture Infographic, 2020. Web.
V. Richard Zhang. “Consumer Banking: Statistics and Trends in 2021." ValuePenguin, Jan. 6, 2021. Web.
Vi. Jan Bellens and Karl Meekings. “How Banks Can Stay Relevant as Customer Preferences Change.” EY, Feb. 10, 2020. Web.
vii.  Jan Bellens and Karl Meekings. "How Banks Can Stay Relevant as Customer Preferences Change.” EY, Feb. 10, 2020. Web.
viii. ~ “2020 Accenture Global Banking Consumer Survey: Making Digital Banking More Human.” Accenture, 2020. Web.
iX. “The Impact of Robotic Process Automation on Financial Services.” International Banker, Jan. 11, 2021. Web.
X. “How the Digital Surge Will Reshape Finance.” The Economist. The Economist Finance & Economics, Oct. 8, 2020. Web.

Xi. Jim Marous. “Top 7 Customer Experience Trends in Banking 2021 The Financial Brand, Dec. 7, 2020. Web.

()

About Finastra North American Headquarters
Finastra is building an open platform that accelerates collaboration and innovation in financial services, creating better 744 Primera Boulevard
experiences for people, businesses and communities. Supported by the broadest and deepest portfolio of financial services Suite 2000
software, Finastra delivers this vitally important technology to financial institutions of all sizes across the globe, including Lake Mary, FL 32746
90 of the world’s top 100 banks. Our open architecture approach brings together a number of partners and innovators. United States
Together we are leading the way in which applications are written, deployed and consumed in financial services to evolve T: +18009899009

with the changing needs of customers. Learn more at finastra.com

Finastra and the Finastra ribbon’ mark are trademarks of the Finastra group companies.
© 2021 Finastra. All rights reserved.

N
[ FINASTRA

ID-8342 / 0721 e


http://www.finastra.com/

	Button 247: 
	Button 226: 
	Button 249: 
	Page 2: 

	Button 250: 
	Page 2: 

	Button 230: 
	Button 255: 
	Button 254: 
	Button 241: 


