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Core banking systems (CBS) underpin 
nearly every major banking process. Think 
of them as the information technology that 
runs a bank’s central nervous system—the 
software and infrastructure that link 
services  to business units, customers, and 
back-office functions. These systems not 
only drive  the banks’ day-to- day operations, 
but also serve as the core IT platform 
for new capabilities and growth. Yet many 
banks are saddled with underperforming 
systems and outdated architectures that 
barely support key processes, at a time 
when these institutions face renewed pres-
sure to rein in costs and adjust to volatile 
conditions in an increasingly competitive 
financial system.

New technology has surpassed 
the current solutions employed by banks. 

Financial institutions are in dire need 
of a technological overhaul, to better lever-
age data when making decisions. The 
current core banking systems (CBS) are 
unable to adequately capture, manipulate, 
and leverage data to meet industry 
demands. Banks and vendors who do not 
focus on replacing their aged CBS will face 
increased competition and decreased profit. 
The financial industry is changing and the 
banks that do not keep pace, will fall behind, 
and lose their competitive edge.

Gaps will become more evident between the leaders and  the laggards.

Each year we see banks that press the gas pedal  and are ready to adopt new

 technology, and those that remain conservative in their efforts to run/change

their organization. The stories and use cases will proliferate and become

 more varied in 2016, and will lead to increased  evidenceof strong, observable

 and benchmarked business returns (not just cost takeout) in the broader market.

This paper examines the banking sectors dire need of a technological overhaul to better 
leverage data when making decisions. Core banking systems (CBS) cannot adequately cap-
ture, manipulate, leverage data to meet industry demands. Banks and vendors who do not 
focus on replacing their aged CBS will face increased competition and decreased profit. 
Ultimately, financial institutions need to implement a new system that can be durable enough 
to meet the demands of the 21st century.
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Understanding the problem

Core banking refers to a bank’s basic 
functions, such as gathering deposits, 
making loans, and managing corporate 
cash. CBS — the systems that support this 
core — emerged with the introduction of 
mainframe-based transaction processing, in 
the 1970s. These systems allowed banks to 
network their operations between bank 
branches centrally, creating a dependable, 
though rigid, platform designed to handle 
large volumes of transactions efficiently and 
with minimal downtime. These systems 
have served the banks well up until the past 
decade, which has seen the IT environment 
undergo fundamental changes. Web com-
munications, network computing, and 
plug-and- play system design have emerged 
as keystones of high-performing IT plat-
forms. Core banking systems installed in the 
1970s and ’80s are ill-equipped to support 
the range of functions, modularity, and 
scalability that today’s financial institutions 
need.

Expanding the value customers get from 
banks is important to the future of enterprise 
banking. Without expanding the use of tech-
nologies, customers will reduce their use of 
enterprise banking to simple financial trans-
actions over time, choosing alternative 
service providers with reputations as niche 
players for assistance with complex finan-
cial decisions. Financial institutions need to 
provide best-in- class products that com-
pete with niche players and provide incre-
mental value that can only come from 

having products synergized together. Rela-
tionship Based Pricing, where pricing  and 
billing framework  is determined by a cus-
tomer‘s overall purchases and circumstanc-
es, is part of the conversation, but using the 
data obtained across products to provide 
insight into customers’ needs is a more 
desired advantage that financial institutions 
need to leverage to stay competitive.

Banks have been somewhat slow to act 
here. Long-time customer relationships— 47 
percent of consumers report that they have 
been with their bank for 10 years or longer — 
have made large financial institutions com-
fortable, and even a bit complacent. Specifi-
cally, customers are keeping their checking 
accounts with their primary bank, while 
buying high-margin products from other 
providers. Between 2014 and 2015, only 48 
percent of consumers got home mortgages 
and financial advice from their primary bank, 
and 47 percent sought registered retirement 
accounts and investment services from their 
primary bank. This is evidence of the longevi-
ty of banking relationships to date does not 
necessarily equate with the depth and 
intimacy of that relationship, nor does it 
predict the longevity of banking relationships 
in the future. There is an opportunity for 
banks to transform customer relationships 
by becoming vital resources to customers’ 
daily activities, both financial and non-finan-
cial.¹
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Peter Olynick, a senior retail banking analyst with NTT DATA Consulting, argues that mod-
ernizing core deposit systems should be a top priority for banks. 

The legacy systems, another way of saying core banking systems, is limiting the financial-
institutions ability to grow and adapt to the new technology and services that are demanded 
by consumers today.

Data primacy
The slow move to adapt new data tech-

nologies fundamental to success is showing 
the age of current core banking systems.

Financial institutions rely on capturing 
their client’s data through manual and 
dated practices. A customer is expected
to make the journey into the branches, taking 
time and effort to prepare the appropriate 
documents which takes days to gather,

and answering any follow-up questions 
the lender may have days after the initial 
application is submitted. This leads 
to personal time lost, and unnecessary 
expenses for the bank A new breed of alter-
native financial service providers has come 
to exist because they recognize the impor-
tance of data and how to take advantage 
of it.

The driving force for these innovations is 
the access to data. Companies like Quick-
books which offer seamless accounting 
solutions to businesses, allow 3 rd party 
technology solutions to access their data 
pipeline through various ‘application 
program interfaces’ (API).

The access to these data points enable 
the innovation of data analytics, financial 
analysis and compliance checks that allow 
alternative financial service providers to 
provide a variety of products, such as alter-
native lending services. The new lenders 

can service their customers fully online and 
immediately, giving them the competitive 
edge in cost of client acquisition, customer 
experience and quality of service.

Banks face intense pressure to increase 
efficiencies and reduce costs while deliver-
ing next-generation digital services. Finan-
cial institutions turn to large software 
vendors to help stay on the cutting edge of 
technological innovation. However, incum-
bent application vendors have been slow to 
respond to new requirements, per a new 
report from Gartner, Inc.²

The QuickBooks Online Accounting API can be used to perform avariety of tasks 

associated with accounting, supporting both US and selected global locales.

Banks need to satisfy rising consumer expectations, achieve a myriad

of operational efficiencies, and improve their time-to-market for innovation

products... Antiquated legacy systems are hindering banks’ ability

to pursue growth opportunities and improve the customer experience.

— Peter Olynick, Senior Retail Banking Analyst, NTT DATA Consulting

— Intuit
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Rapid drop in commercial banks in the United States.
Banks and credit unions closure is rising.

2 reasons: consolidation and competition.

Technological innovation is separating lenders 
that keep up with innovation/customer demands, 
and those that do not.

Competition is driving large banks 
to incorporate a more streamlined, up 
to date approach to their product offerings. 
The new data centric focus is at the core 
of the movement. If financial institutions are 
not utilizing technology to drive down 
the cost of transactions, they will be disinter-
mediated from the market.

Financial institutions that fail to utilize 
technology will find themselves at a com-

petitive disadvantage, in terms of cost and 
customer service. Invariably, failure to adopt 
new technology and the continued use 
of outdated technology channels will see 
a continued decrease in the number of 
financial institutions in the market.

The graph shows the decrease 
in number of commercial banks in the 
United States.

NUMBER OF COMMERCIAL BANKS IN THE UNITED STATES
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One of the major concerns regarding the continued use of core banking solutions is that 
legacy systems are expensive to maintain.

Unfortunately, only one in ten banks say they are making the fundamental changes 

necessary to stay current It’s not that banks don’t wantto modernize. They just 

struggle to see the way forward, particularly when they are pouring so many resources 

into sustaining their legacy systems. In the study, 78% of banks’ IT budgets are spent 

simply on maintaining their legacy core deposit systems. And the cost — both in terms of 

money and time — isn’t going down. Four out of five institutions say they expect 

to maintainor increasetheir investments in their legacy systems.

—(Jeffery Pilcher – The Financial Brand)

Source: Accenture (2015)
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MAJOR CHALLENGES FINANCIAL INSTITUTIONS FACE WITH THEIR CORE BANKING SYSTEMS
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Succeeding in the mobile world will require U.S. banks

to change how they conceive and develop products. Mobile takes

extraordinary design discipline, given the small screen, slow speed

of accurate typing and impatience of users. Products and processes need

to be radically simplified and personalized so only relevant information

is displayed to the user. And banks must work in faster technology

development cycles to keep up with the pace of innovation.

Customer service demands are increasing as the market becomes more accustomed 
to up-to-date technology. A recent study by Bain & Company’s Financial Services revealed the 
technological demand for mobile services.

Source: NTT DATA Consulting – The Financial Brand (May 2016)

Cost of responding to regulatory pres-

The cost of maintaining legacy 

Complexity of integrating with other 

Cost of product development

Scalability of the systems to support 

Improving the customer experience
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CUSTOMERS ARE STARTING TO BUY BANK PRODUCTS VIA MOBILE
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It’s this simple: You won’t deliver the type of modern customer

 experience you need in today’s digitally-driven world, nor can you

 incorporate any of the contemporary strategies in product delivery

 or service, until you completely overhaul your core banking system. 

You won’t survive in the Digital Age using tools from the Stone Age.

— Jeffery Pilcher

Data must be leveraged in a better way than it is today to maximize earning potential, save 
more money, and link to better product experiences. The new age of banking will see a shift 
in focus, especially with how data will be utilized in decision making processes.

Mobile Online Branch Phone

Percentage of purchasers using channel for purchase, 2015

Source: Bain/Research Now NPS Surveys (2015)
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For banks, big data initiatives predomi-
nately still revolve around improving 
acquired customer intelligence, reducing 
risk, and meeting regulatory objectives. 
These are all activities large Tier 1 financial 
firms continue to tackle and will do so for the 
near future. Down-market, we see mid-tier 
and small-tier firms (brokerage, asset man-
agement, regional banks, advisors, etc.) able 
to adopt new data platforms more rapidly 
(cloud and on premise) that are helping 
them leapfrog the architectural complexities 
that their larger brethren must work against. 

This segment of the market therefore can 
move more rapidly on growth, profitability 
and strategic (conceptual/experimental) 
projects that are aimed at more immediate 
revenue contribution, versus the more 
long-term, compliance and cost-dominated 
priorities that larger banks are focused on. ³

The market for data software and 
service providers is moving closer to a 
breaking point where banks will need to 
adopt, on larger scales and with greater con-
fidence, solutions to manage internal opera-
tions and client-facing activities.

Data age of banking

EXAMPLES OF SOLUTIONS DRIVEN BY DATA

FRAUD DETECTION

CUSTOMER
SEGMENTATION
ANALYSIS
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Flagging anomalous activities in real time can help prevent 
potential security attacks or fraud.

Banks can create a more meaningful and effective context for
marketing to customers if they can define distinct categories, 
or “segments” in which each customer belongs.

Often, these segments are defined based on demographic
information, but the more cohesive and useful segments are 
also defined by customer behavior.

CUSTOMER
SENTIMENT
ANALYSIS

The growing number of channels through which customers
communicate has resulted in banks needing to understand 
what their customers are saying about their products and 
experiences to ensure customer satisfaction

RISK AGGREGATION Big data techniques can be used to gather and process risk 
data in order to:

Satisfy risk reporting requirements
Measure financial performance against risk tolerance
Slice and dice financial reports



EXAMPLES OF SOLUTIONS DRIVEN BY DATA
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Counterparty
Risk analysis

Making new products and services available to consumer card
holders is an ongoing initiative for banks.

NEW PRODUCTS
AND SERVICES FOR
CONSUMER CREDIT
CARD HOLDERS

Improved marketing campaigns and ads through effective
targeting are required to deliver services to consumers and
increase revenue for banks.

Due to the global financial crisis, there are now much more
stringent rules for determining whether to issue a loan, so banks
need more accurate ways to determine a person’s credit risk.

CREDIT RISK
ASSESSMENT

Several quantitative indicators are used for credit risk assess-
ment and credit scoring.

To offer optimal customer service, financial services institutions
need to analyze unstructured data about their customers (social
media profiles, emails, calls, complaint logs, discussion forums,
website interactions).

360-DEGREE
CUSTOMER SERVICE

By analyzing this data, firms gain a much deeper understand-
ing of their customers’ needs, and can respond accordingly 
with the right products and services.

Whenever a firm engages in a business transaction with 
another party, the risk of doing business with specific party 
must be priced into the terms of the deal

Since calculating counterparty risk requires more than com-
puting a formula, firms typically run long and complex “Monte 
Carlo simulations” to get a complete picture of risk exposure 
at many points in time in the future

COUNTERPARTY
RISK ANALYSIS

The banking sector can leverage its history and size to gain better access to data. 
According to a Accenture research paper presented in 2015, consumers have more trust in the 
big banks to hold their private information securely, than any other industry incumbent.
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TYPE OF COMPANY CONSUMERS TRUST THE MOST WITH MANAGING THEIR DATA

Bank or financial institution

Payments provider

Mobile phone network provider

Online retailer

Consumer technology company

Broadband internet provider

Social media provider

Source: Bain/Research Now NPS Surveys (2015)

N=4,004
Numbers may not add up to 100% due to rounding

1%1% 1%

86%

2%



Taking a closer to look 
at a commercial lending solution 
based on the data centric model

1
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Startups and emerging providers of digital banking platforms

offer banks interesting opportunities for innovation. However, CIOs must

prepare to manage the challenges of evaluating and selecting new vendors

that may not have proven track records in the financial services vertical

or may simply be new and untried without an extensive customer base. 

It can be difficult  for CIOs to justify investment in their solutions to their boards

and regulatory agencies, but don't use that as a reason to exclude new vendors.

— Stessa Cohen, Research Director, Gartner

Sqirl has developed a backend software platform to help banks and credit unions make smart-
er small business lending decisions by streamlining the entire lending process. 

Products and services – A white label solution, our system can facilitate the entire loan appli-
cation lifecycle online within hours from submission:

Onboarding applicants through the institution’s existing portal or one created by Sqirl. 
We use API technology to pull information from multiple data sources so that the appli-
cant does not have to submit any hard copies.

2 Adjudicating the applications using a proprietary algorithm. Our machine’s intelligence 
enables it to read and weigh the essential information, determine a credit score and 
recommend a decision. Over time, the estimates become even more accurate via 
machine learning.

Managing capital issuance and repayment as all aspects of the loan can be monitored 
by both the creditor and the borrower using a robust online dashboard. This makes it 
simple for customers to receive funds, make repayments and reapply for future loans 
and for the lenders to issue capital and ensure compliance with government rules and 
rgulations all from a single page.

3

4 Reporting/compliance management is made easy. Our simple click-move feature 
makes it easy. Every step of the lending process is recorded and documented for easy 
report generation.



Software vendors play a vital role, but 
todays industry leaders are not suited with 
keeping banks competitive. Lending is 
becoming more competitive. Innovation is 
moving at a spectacular speed. The entry of 
core banking systems was in the 1970’s. 
Fast forward 30 years and ‘Core Banking 
Solutions’, which are an expanded role for 

Core Banking Systems to reduce the 
amount of man power it takes to do day to 
day banking in a variety of areas, has 
expanded the role of the CBS.

To contrast Stessa Cohen’s point, Con-
sultant Art Gillis, who has been tracking this 
market for decades, believes that’s it will be 
difficult for 2nd and 3-tier software vendors 

Taking a closer to look

Benefits to financial institutions:
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Reasons include:

These reasons make it difficult for the world’s financial institutions to move to providers that 
will truly keep them updated and competitive. Financial institutions simply do not want to risk 
their business on a vendor that is not proven to last and deliver.

Higher volume of business loans issued means more money earned

A lower lending risk means less money lost

Decreased overhead costs means more money saved

Transparent online system means happier millennials customers

Banks want vendors who will be around in 10 years. The stability of working 
with a mature company of tremendous size is that they will be around in years to come. 
The same cannot be said about a small vending firm

Current software vending leaders understanding current banks CBS well as they capital-
ize on existing, deep relationships to hold contracts

Large vendors buyout their innovative competition, improving their product offerings

Large vendors understand today’s legacy systems

Vendors are consolidating together or into the big 4, or closing down completely because 
of the risk-adverse decisions of existing banks

Working with one large vendor for a plethora of products can give banks comfort that
their software platforms will communicate with each other

Banks feel, incorrectly, that juggernaut vendors will buy innovative companies to add 
to their catalogue of product offerings to FI’s, resulting in financial institutions being 
up to date and competitive



Despite these strong incentives for finan-
cial institutions not to bring on 2 and 3 rd tier 
software vendors, 70% of banking execu-
tives express frustration with their current 
CBS system, as they do not feel existing 
tools and processes can adapt quickly 
enough to change in the market place. This 
is representative of the service currently 

being offered by the big 4 software vendors 
in financial institutions (Fiserv, FIS, Jack 
Henry and D+H) since they control 96% of 
the multi-billion-dollar software vending 
market to FIs. Essentially, the big 4 software 
vendors cannot give FI’s a competitive edge 
against an increasingly populated and 
dynamic industry.

FI’s need a software vendor, like Sqirl, that can manage and maintain their multiple products
from the cloud, that can upload updates with low overhead cost, and can be malleable 
enough to update an FI with complex solutions. Without this paradigm shift to utilizing data 
more efficiently, enterprise sized banks will continue to lose ground at increasing speed to 
niche providers in an increasingly competitive market.

Software vending that is needed today
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https://www.accenture.com/us-en/~/media/Accenture/Conver-
sion-Assets/Microsites/Documents17/Accenture-2015-North-America-
Consumer-Banking-Survey.pdf

http://www.gartner.com/newsroom/id/3303517

https://mapr.com/blog/top-10- big-data- trends-2016- financial-services/


