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INTRODUCTION

Financial services are evolving rapidly, with much of the change being
driven by technology. The speed and volume of the changes that are
sweeping through the industry are remarkable and, in some cases, it
is causing a long-term, systemic and dramatic shift in the way financial
services firms do business.

New market entrants, process improvement, disruptive technolo-
gies, increased consumer expectations, shrinking margins, increased
regulation and shifting demographics are all contributing to a chaotic
operating environment for many firms.

This is a major change from the historic banking model - branches
with core banking and wealth management products, supported by
mainframe banking and custody systems. Transactions were paper,
files were in banker’s boxes, customers walked into a branch and
transactions were analog.

Today more than 85% of transactions are digital’ and that number

is expected to be closer to 95% by the end of the decade. Virtual
banking, online trading and smartphone applications are the new ways
clients manage wealth and do their banking. With that pressure for
innovation, financial institutions now compete with digital giants for
client wallets.

The challenges for the incumbent firms are legacy systems, limited
resources, regulatory constraints and how to compete against agile
and sophisticated competitors who are attacking their traditional client
segments.

This white paper discusses how financial services firms - banks and
wealth managers - can build a strategic technology plan to compete
in this digital market, and specifically whether to build, buy or rent
technologies.

The decision to build new technology, buy existing technology from
a third party, or rent the technology from a partner firm is analyzed
in the context of what delivers the maximum return on investment
(ROI) and provides a sustainable competitive advantage for the least
amount of business risk.



EXTERNAL
FACTORS

There are numerous external factors that can
make technology planning and decision making

a challenge for any organization. The interactions
between the various factors are complex but they
come down to five major themes - technology, dis-
ruptors, regulation, the market and momentum.

Technology

According to a report from EY, the four major future
trends in technology and wealth management will
be cloud computing, analytics, social media and
mobile.?2 These technologies are having, and will
continue to have, a profound impact on the way
consumers bank, borrow and invest, and in most
cases we have yet to see the full impact of what
they can deliver.

Cloud computing will drive down costs for
operations and products, decrease time to market
for new functionality and applications, and challenge
regulators and privacy advocates in how data is
secured and used.

Analytics is already reshaping how businesses
view their clients and their behavior, and new
predictive analytics and meta data will only add to
this understanding. The technology and methodology
have already had a profound impact on the market
and how businesses manage inventory, marketing,
logistics and growth, with firms like Walmart® and
Google* leading the market. The impact on financial
services still lags the retail market, but with the
volume and granularity of data available, the oppor-
tunities are immense.

Social media will drive how consumers interact with
financial services firms. Beyond simply like/dislike,
social media builds brand and market presence,
facilitates client communication and interaction, and
has the opportunity for new business models such
as peer to peer lending and micropayments.

It is arguable that no single technology has impacted
the way financial institutions do business faster or
more profoundly than mobile. It has changed the
way consumers interact with their financial institu-
tions, how they access their information, how much
they expect to pay for the service. Smartphones -
more than 7.2 billion global subscriptions® - and the
rapid market penetration of tablets (unknown until
the 2010 launch of the iPad) have driven much of
the changes in technology over the past 5 years.

As new market entrants deliver a digital experience
that is consistent with market leaders such as Google
and Amazon, the demands from consumers on their
financial institutions will continue to raise expecta-
tions on what a digital experience really means.

The challenge for incumbent financial institutions is
to find how to build a competitive digital experience
when the foundations they must work with are old
legacy systems, and secondly, how to compete with
nimble market entrants to deliver new functionality
and capabilities.



Disruptors

Financial services have traditionally had significant
barriers to entry. Up until ten years ago, a new bank
or broker not only needed capital and regulatory
approval, but significant investment in branches and
infrastructure, back office systems, operations and
front office staff, products and services, advertising
and branding, as well as dedicated legal, compliance
and regulatory teams. All this needed to be in place
before the doors could open and the first client
walked in the door.

Some of these barriers remain - regulatory,
compliance and capital requirements - but almost
everything else has gone. The ability to market,
build a brand, develop and deploy products online,
and outsource back office and administration has
enabled smaller firms to efficiently enter the market
over the past 5 years.

The move to a digital delivery of all facets of the new
business has eliminated the requirement for phy-
sical locations, and as a result has allowed the new
entrants to compete aggressively on price while of-
fering an enhanced digital experience in comparison
with established traditional financial organizations.

The market is more crowded than ever before as
new entrants move into niche markets or create
entirely new markets. Incumbent banks and wealth
management firms are moving to defend existing
franchises and at the same time compete head-on
with these new, highly flexible competitors.

Regulation

Regulation is a fact of life for financial institutions.
The increased level of oversight over the past 15
years is a direct result of the market volatility, the
banking crisis of 2007-2008 and the increased focus
on disclosure and conflicts of interest for all financial
services providers.

Post 2008, the regulatory environment for all finan-
cial services firms has become significantly more
challenging as regulators move to reassure a more
demanding public that money is safe and they are
being treated fairly. Changes in disclosure require-
ments, transparency, fees, conflicts of interest and
compensation have increased the demands, and the
cost of doing business, on the entire industry.

The increased regulatory burden has been most
significant for organizations with older infrastructure
and legacy systems. If not part of an overall strategic
technology plan, simply updating the older technolo-
gy to support a new regulatory requirement can be
a material capital investment, with no ROI. It is sim-
ply the cost of doing business in the current market.

The Market

The market has delivered some significant head-
winds in terms of assigning capital for technology
development and implementation for some sectors
of the financial services market. Low interest rates,
market volatility and increased regulatory costs have
created a difficult environment in which to conduct
long-term strategic technology planning.

Low interest rates are also putting increased pres-
sure on firms to develop new business lines and
products that are less dependent on interest inco-
me. Wealth management and trust services, financial
planning and tax services all help diversify revenue
but require specialized expertise, and in most cases,
new, or upgraded, technology to deliver efficiently.




Momentum

Just about every segment of the industry, from
payments to loans, capital markets to wealth
management, is seeing significant technology-driven
change. The question is why is this change
happening now, and why does it appear to be
different to changes in the past. There is definitely a
sense that the market is changing more rapidly and
significantly than it ever has in the past.

This sense of technology speeding up is actually

a fact. Studies from the New York Times, Harvard
Business Review and the Massachusetts Institute
of Technology have all demonstrated that adoption
rates are significantly faster now than in the past
few decades. For example, it took more than 30
years for electricity to reach 10% adoption in US
households and 25 years for telephones to hit 10%.
Tablets hit 10% in 5 years.®

It took the telephone 64 years to reach 40%
penetration; smartphones hit 40% in 10 years.

It is not only the speed at which the technology

is changing, it is also the number of technology
platforms - devices, hardware, operating systems,
formats and protocols - that are changing at the
same time.

The breadth and the pace of change can be defined
in one word - momentum.

MO-MEN-TUM

THE STRENGTH OR FORCE THAT ALLOWS SO-
METHING TO CONTINUE OR TO GROW STRONGER
OR FASTER AS TIME PASSES.’

THE QUANTITY OF MOTION OF A MOVING BODY,
MEASURED AS A PRODUCT OF ITS MASS AND
VELOCITY.8
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INTERNAL
FACTORS

Internal factors that impact technology planning
are obviously very specific to each firm. There are,
however, some common threads that apply to
most incumbent financial institutions and these
are almost uniformly a result of legacy technology,
processes, operations and infrastructure.

Legacy

Banks and wealth management firms are constantly
struggling with the ongoing constraints, costs and
operational drag of legacy technologies.

Examples of legacy technologies are outdated core
banking applications, custody systems or payments
platforms that were inherited through an acqui-
sition, or platforms that were not prioritized for
replacement in the past.

The fact that these systems are old, complex and
tightly integrated means that challenges of “un-
tangling” the processes and systems they support
are significant. Simply unplugging and then repla-
cing a core banking, custody or brokerage system
can have huge downstream impacts to multiple
supported applications, disrupt current business
growth, and require significant resource and time
commitments over several years.

Focus

Traditionally, most financial institutions have de-
veloped process improvement technology - like
processing account opening forms or loan approvals
- faster or more efficiently and with fewer people.

In large organizations, the ability to achieve incre-
mental process improvements creates significant
impact on the bottom line.

Process improvement has been the focus for most
firms over the past decade or more, supported by
an army of consultants, and the efficiencies gained
have been dramatic.

As a result, financial services firms have significant
experience in process technologies and most firms
consider process improvement as a core competency.

Traditionally, process improvement technology has
been focused on mid and back office processing
applications - account processing, transaction pro-
cessing, document management, data storage and
administration - with only a small impact on the end
clients or their digital experience. One area that still
relies on paper-based processes is account opening,
as many jurisdictions still require physical paper
applications and supporting documentation at the
point of sale for anti-money laundering compliance
verification.

Bias

The process improvement focus discussed pre-
viously can create a significant bias within an
organization. If compensation and recognition are
designed to reward process improvement, then
the bias towards those skills will be reinforced. IT
professionals, managers and executives who excel
at implementing, developing and managing process
improvement technologies are valued by the orga-
nization.

The challenge is that process improvement techno-
logy and client centric digital technology require very
different skill sets, expertise and outlook in order to
deliver long-term competitive advantages.

With rapidly evolving technology, more competition,
tighter regulation and a tough market, combined
with internal constraints, what are the options for
wealth management firms and banks to develop

a competitive, efficient and affordable technology
development and implementation strategy that will
deliver long-term and sustainable ROI?

Three options for acquiring technology remain -
should you build, buy or rent?



Building was the traditional way large organizations
developed technology. Mainframe and centralized
technology with slow, predictable and incremental
change, combined with healthy margins, was an easy
solution.

Barriers to entry for new market entrants into
financial services were high, dependent on paper
processing, bricks and mortar locations, and high
capital requirements. In short, the market was large,
profitable, stable and predictable.

The internet, mobile and tablet technology
changed all that.

The options for financial services firms when selec-
ting a technology solution are now more complex,
but essentially come down to build, buy or rent the
technology. In this section we will discuss the pros
and cons of the build option.

Intellectual Property

There are a few advantages of building the techno-
logy; first and foremost is that the organization owns
the potentially valuable intellectual property (IP) that
they develop. The internal solution will be designed
and developed to meet the specific operational and
structural requirements of the firm, and the organi-
zation has complete control of the development and
evolution of the technology.

A recent example is Merrill One, deployed in early
2014 at Merrill Lynch. The organization invested
more than $100 million in the platform, which
impacts both advisors and clients, merges legacy
systems (some dating from the late 1980's) and

integrates multiple product lines.’ The system was
designed and developed to replace a system that
was implemented in 2012.

Merrill Lynch has the scale (more than 8,000 ad-
visors) to justify the expenditure and allocation of
resources, and the technology replaces multiple
legacy systems, which should improve efficiency and
save costs over the long term.

Internal builds tend to focus on core functionality
applied to mid and back office processes (proces-
sing and custody) and meet very specific require-
ments. The projects are capital intensive and usually
long- term strategic builds and only make sense
where there is no obvious solution available in the
market that meets the firm's requirements.

Talent

The skill set required to build new innovative techno-
logy is very different to the skills required to deliver
process improvement. Financial services firms are

in the business of banking, wealth management,
payments and loans, and as a result, generally value
skills associated with these businesses. In order to
develop innovative technology solutions, they will
need to attract and retain the talent required to
build that technology.

Top talent is scarce and if financial services firms are
going to compete in developing their own technolo-

gy, they will be competing for that talent with Apple,

Google, Oracle, etc.



BECAUSE WE HAVE BIG, COMPLEX ORGANIZATIONS
WITH INTEGRATED SYSTEMS... IT TAKES A WHILE
TO BUILD SOMETHING THAT WORKS

David McKay, President and CEO, RBC

Incentives

The financial and market incentives to build innova-
tive technology are significant. Market capitalization,
share price, compensation, bonuses, share and
options are all significant incentives for technology
firms, their owners and employees to innovate,
create and market new technology solutions. Firms
are rewarded for innovation by investors, venture
capitalists and the market to constantly reinvent,
develop and create new business models and seg-
ments.

Develop a new technology (GoPro), segment (Bet-
terment), device (iPad) or business model (Amazon)
and the rewards can be worth billions. Disrupt a
traditional market (Uber) or create a new market
(Facebook) and the rewards are just as significant.

The incentives for a financial institution are based on
asset and revenue growth, cost control and ultima-
tely business value or share price.

There is no incentive, for both the organization
and the individual, for creating technology
innovation that can compete with the market
and global technology leaders.

Leverage

Assume a bank develops a truly innovative techno-
logy solution. It provides a competitive advantage in
client acquisition, grows revenues, increases efficiency,
reduces costs and is easy to implement and use.
The bank spends $50 million to develop the techno-
logy over 5 years and there is nothing like it on the
market and every other bank in their market wants
the technology.

The bank has 2 options:

1. License the solution to their competition
and recoup their development costs.
2. Keep the technology and gain market share.

Most financial services firms decide on option #2 -
they have a vested interest and incentives to value
long-term market share over technology licensing
revenues.

When technology firms develop the innovation,
they select option #1 every time. They monetize the
development, sell to as many firms as possible, and
continue to develop the platform. Over time, the
technology will evolve to deliver ever more capabili-
ties and functionality.

Technology companies have incentives to build
and distribute technology. Financial services
have incentives to use technology to control
costs and build market share.

Evolution

Assuming the bank or wealth manager can build
competitive and innovative technology, it will also
need to continuously evolve the technology to main-
tain pace with the momentum we have seen over
the past decade in technology. The organization will
need to ensure that the delivery of the technology is
on time and on budget while contracts with vendors
provide protection, managing internal resources to
schedule and budget can be much more challenging.

Once the technology has been deployed, the organi-
zation will need a long-term development roadmap
to support the systems that will need to be funded
and managed into the future. Finally, the organiza-
tion will need to retain existing technology talent
and attract new talent to support the technology as
the market demands change.

Without a long-term strategic commitment to the
technology and the support that it requires to keep
pace with the market, internally built technology
constantly fights obsolescence and becoming
another unmanageable legacy system that needs to
be replaced.




Technology companies view the products they
develop and deploy as revenue-generating economic
assets that need to be managed, upgraded, funded
and developed in order to continue to generate
revenue for the organization.

Banks and wealth managers view internally-deve-
loped technology as a cost centre, draining revenues
and resources, rather than a strategic economic asset.

Cost

The internal costs of developing technology to
compete against standardized and market-tested
software is considerable. As the available market
solutions cycle development faster and deliver ever
more sophisticated and integrated functionality, the
costs incurred by organizations to develop in-house
solutions is simply too high.

As an example, what if an organization wanted to
build an in-house Microsoft Office equivalent to handle
spreadsheets, presentations, word processing,
email, notes and desktop publishing? Scott Welch,
who was one of the founders of SoftArc Inc. in 1999,
has done a high level estimate of what would be
required to build Microsoft Office and the associated
costs as described below.™

The following applications would need to be developed:
Word + Excel
PowerPoint -+ Outlook
OneNote - Publisher

This would require a development team for each
application, a project management team, and a quality
assurance and testing team. Based on numbers for
comparable technology builds, a business would need
a team of approximately 600 full time employees to
build the product.* Assuming an average cost per
employee at $200,000 per year (including benefits
and associated costs), the cost per year for the project
would be at least $120 million.

The challenge is that the $120 million would not
deliver a production-ready application. The project
would need a couple of years of development to
deliver a prototype, and a couple more years to be
production ready. So 4 years of development and
testing would cost a total of $480 million.

The organization would then need to commit
resources to maintain and develop the platform
and support and train the end users. The ongoing
maintenance and development budget would be
at least $5 million a year. Assuming the organiza-
tion has 50,000 employees, the development costs
would be roughly $9,600 per employee. All this
effort and expense to get a product that would be
4 years behind the market leader.

Microsoft currently offers an enterprise version

of Microsoft Office which includes Excel, Word,
PowerPoint, Outlook, Publisher and OneNote. It
also has Skype, OneDrive (Cloud), email with a 50
GB mailbox, 1 TB of file storage and sharing, and
high-definition video conferencing capabilities. It can
be installed on a PC or a Mac, and select Office apps
can be installed on tablets and smartphones. All this
for approximately $2011 per user per month. Based
on the Microsoft pricing, this would give a payback
period for the initial investment of almost 40 years.

Rather than expending resources to develop a tech-
nology that already exists, it makes economic sense
for banks to allocate their resources to activities
that leverage existing technology: implementation,
training, analytics, business intelligence, client
engagement and digital experience.

* Each platform team - Word, Excel, PowerPoint, etc. - would require 50 full time equivalent/employees.
The core team would require 50 FTE and project management and QA would need 125 FTE.
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Buying technology has been the most common
strategy for almost all financial firms over the past
couple of decades. As the technology has become
more sophisticated and the functionality more
specialized, most firms have realized that they could
acquire capabilities more efficiently than building.

The initial technology purchase decisions were
generally related to hardware - personal computers,
servers and networking infrastructure - and generic
productivity software such as Microsoft Office. These
were solutions to the relatively straight-forward
issue of migrating from a centralized mainframe
infrastructure to a decentralized PC-based environ-
ment.

The decentralization caused a series of new is-

sues; chief amongst them was version control

and security. Installing a desktop application on
several thousand individual computers and main-
taining information on version, patches, integration
and compatibility required significant resources

and infrastructure. The decentralized model also
created an ideal environment for the introduction of
malware, viruses and other digital security threats.

Buying can still make sense for certain types of
technology, and can have significant advantages in
terms of capital costs versus operational costs, but
there are strategic constraints on the option over
the long term.

Leverage

Buying technology allows organizations to leverage
capabilities developed by the market. When it comes
to hardware, no financial services firm is going to
attempt building monitors, computers, servers,

or networking equipment and the options to either
purchase or lease the equipment are extensive.
The decisions are usually driven by the size of the
organization, with smaller firms potentially buying
equipment and depreciating the assets over time.
Larger organizations will typically outsource the
technology asset management to a third party or
manage it internally through leasing the equipment.

Buying software also allows firms to leverage the
technology industry and acquire market-leading
products and functionality. Overall, buying technolo-
gy will provide organizations with access to the latest
applications, systems and hardware.

Ownership

Buying technology shifts the demands for main-
tenance, upgrading, hosting and training from the
vendor to the purchaser of the technology. The fun-
damental issue with any technology purchase - from
buying a laptop for a home office to installing the
latest software on thousands of desktops - is that
the organization or individual owns the technology.

Capacity and resources are required to support the

technology; these are either internal help desks and
service teams or outsourced IT support. Infrastruc-

11



ture is required to host and maintain the techno-
logy, along with teams and resources to support

it. Training, manuals and online resources must be
developed to integrate the system and support the
user base once deployed.

Most large vendors will provide support, training and
hosting of other functions (for a cost), but smaller
vendors may not have the capacity to provide much
beyond the initial installation and roll out. After that,
the purchasers are on their own.

Risk Management

Internal requirements have also driven the trend to
buy technology. Sensitive information and asso-
Ciated privacy concerns have created a drive to host
and protect information internally.

Reputational and business risk management are a
priority for any business, but the risks for financial
services firms are potentially more acute. Millions
of clients, personal and financial data, high visibility
and an army of litigators make data protection and
security top issues for any board and CEO.

The advantage with internally hosted technology -
custody, CRM, application processing, etc. - is that
the systems are aligned with the organization’s
security protocols and requirements. The business
has control.

With technology hosted by a third-party vendor, the
risk management department must rely on audit
controls and inspections. Ultimately, they rely on

a third party to meet their regulatory, privacy and
security requirements.

Partners

Vendors are incented to sell their products and
technology, implement the system and then move
on to the next deal. Their business model is based
on sales revenues, rather than support and mainte-
nance revenues. Replacement and upgrade
business is important, but essentially once the
technology has been sold, there are limited incentives
to focus time and attention on the purchasing firm.

Where the technology is relatively standardized

and the purchaser has expertise in managing and
maintaining it, this is not a major issue. However,
where the technology is more specialized, complex
or requires a significant level of support and training,
the lack of vendor engagement can have a material
impact on the client firm.

Assessing the amount of vendor engagement that

will be required over the life of the technology and

the resources available internally to fill that gap is a
critical component of any technology purchase.

Replacement

The biggest challenge with buying technology is
the eventual cost and challenges of replacement.
Eventually all technology becomes obsolete and
needs to be replaced, and while there are financial
advantages from depreciation, the efforts required
to upgrade or replace are significant.

Firms that have acquired technology will often
customize the application to meet operational and
business needs - application processing, internal
communication, reporting and data collection. The
custom development combined with the level of
integration within the organization can lead to extre-
mely complex projects to document and replicate
the functionality with the replacement system. One
large organization documented more than 600
macros running off Windows XP. The project to
document and replicate the functionality delayed
the transition from XP to Windows 7 by four years.

Buying technology restricts strategic flexibility. While
it may make sense for some hardware and systems,
and it is definitely less capital-intensive than building
the technology, it still represents a strategy that will
impact mid- and long-term strategic options.
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The pace of change and the number of technology
platforms that are evolving has created significant
momentum. This momentum will not reverse direc-
tion (less change and slower pace), but it will actually
continue to gain pace.

Erik Brynjolfsson makes a compelling case in the
book The Second Machine Age'? that the progress

in computing power, artificial intelligence and data
storage over the past several decades is simply the
beginning.

Assuming this is the case, then all businesses should
be prepared to adapt to this new normal for tech-
nology. In this scenario, the options to build and buy
technology have a significant drawback in almost
every case. They lack flexibility.

As the market evolves, changes and adapts to new
technology and functionality, the ability to predict
even short-term trends becomes more and more
difficult. Predicting the future is a challenge for
everyone. Steve Bulmer, CEO of Microsoft, famously
predicted in 2007 that the “iPhone will never get any
significant market share”.

With rapid change and an inability to predict the
future, the only option is to maintain as much flexi-
bility as possible across all technology platforms and
applications.

While it is impossible to predict future technology
trends with any useful accuracy, it can be assumed
that the following will be true:

There will be change.
Change will be rapid.
Change will be disruptive.

What is the best option? In order to maintain as
much flexibility as possible to adapt to new markets,
technology, competition and consumer demand, the
best option is to rent.

Outsource

Renting requires a firm to partner with a technology
provider to rent/lease technology solutions. The
partner firm hosts the application through cloud
based services or a software as a service (SaaS)
application. Most firms will opt for the SaasS solution
as it offers enterprise-level security and privacy pro-
tection; it is essentially a private cloud.

The partner firm is responsible for the application,
upgrades, development, deployment and technical
support. The financial services firm focuses on inte-
gration and implementation deployment.

Saas solutions are lighter on infrastructure and
easier to manage. They are also usually priced
based on a monthly user subscription fee for a
fixed contract term. In the example used previously,
Microsoft Office can be rented for less than $20
per month and if a better option becomes available
over the life of the contract, the switching costs are
significantly less than internal build or purchased/
hosted systems.

13



NOT ONLY ARE THE NEW TECHNOLOGIES
EXPONENTIAL; DIGITAL, AND COMBINATORIAL,
BUT MOST OF THE GAINS ARE STILL AHEAD
OF US. IN THE NEXT TWENTY-FOUR MONTHS,
THE PLANET WILL ADD MORE COMPUTER
POWER THAN IT DID IN ALL PREVIOUS
HISTORY. OVER THE NEXT TWENTY-FOUR
YEARS, THE INCREASE WILL LIKELY BE OVER
A THOUSAND-FOLD.

Erik Brynjolfsson,
The Second Machine Age: Work, Progress, and
Prosperity in a Time of Brilliant Technologies

Security

Historically, the biggest concern with vendor-hosted
systems is the security risk. No financial services firm
will entrust critical client data to a third party without
significant controls and security requirements in
place. The development of encrypted SaaS applica-
tions that meet, or in some cases exceed, the client
firm’s current requirements, combined with dedi-
cated networks and secure locations, have put these
concerns to rest for most established vendors.
There may still be risk concerns with newer market
entrants as they may not have the financial re-
sources, the experience and the expertise to meet
the control and security demands of a large financial
services firm and this should be taken into account
when selecting a technology partner.

Integration

Renting and outsourcing the technology allows firms
to focus on their business and moves the strategy
from “what to build?” to “what is the client experience?”

Developing a clear vision of what the end user
experience should be and how to convert that into a
sustainable competitive advantage is the true intel-
lectual property of a financial services organization.
The outsourced technology then becomes a series
of tools that can be integrated to deliver that vision.

Integration of digital forms and e-signature, goals
based financial planning, portfolio management,
social media, CRM, messaging, process flow manage-
ment, trading, analytics and tax planning will deliver
a comprehensive wealth management offering to
clients and advisors.

These can be delivered securely over the web, via
mobile, tablet or computer, anywhere and anytime.

All the applications come from different vendors.
The key is to integrate the solutions; that is the core
skill that all businesses need.

14



CONCLUSIONS

Renting technology is the safest, most cost-effective
and most efficient way to provide maximum strategic
technological flexibility. Organizations should look
for solutions that are SaaS-based, mobile, hosted
offsite or cloud-based, and integrated with internal
systems to give them the required flexibility and
scale.

The optimal solutions should also be light on
infrastructure, easy to manage and easily updated
or replaced.

When considering options - build, buy or rent -
organizations should ask some fundamental
questions:

Build

1. Is the technology we want to build currently
available in the market?

2. Isthe technology core to our business?

3. Does the technology provide a sustainable
competitive advantage?

4. Can we build it with current resources
and personnel?

5. Whatis the return on investment and payback
period - does it make financial sense?

6. Whatis the long-term development
and evolution plan?

7. s the firm at risk if we build the wrong
technology?
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Buy

How do we select the “right” technology?

2. How do we manage the platform evolution?

3. How do we ensure vendor engagement?

4. What are the internal costs to support
the platform?

5. What is the replacement cost for the
technology?

6. What are the skills required to maintain
the technology?

7. Do we know what the technology requirements
will be 12-24 months from now?

8. What is the strategy to manage evolving
technology trends?

9. lIsthe firm at risk if we pick the wrong
technology?

Rent

1. Does the outsource partner have experience
managing bank/wealth management clients?

2. What is the governance model to ensure
minimal risk exposure?

3. What are the internal costs to support the
platform?

4. How do we ensure vendor engagement?

5. Can we afford to give up technology to a
third party?

6. How does the organizational model need to

change in order to leverage SaaS solutions?
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With the pace of change in technology ever accele-
rating, new market entrants and disruptors putting
increasing pressure on traditional revenue streams,
clients demanding ever more flexibility and transpa-
rency at lower cost, and market conditions adding
significant financial headwinds, can financial services
firms spend scarce resources building or supporting
inflexible technology solutions?

ULTIMATELY, BANKS AND WEALTH
MANAGEMENT FIRMS NEED TO ASK
A VERY BASIC QUESTION:

WHAT BUSINESS ARE WE IN?

Outsource, rented technology based on secure SaaS
platforms and integrated with best of breed appli-
cations offer organizations the maximum strategic
flexibility.

What business are you in?
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