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Over the past 30 years, financial services firms have been buffeted by economic, regulatory, and competitive
forces. The number of US banks has dropped from more than 14,000 in 1984 to 4800 in first quarter 2018.
Once-rigid walls between institution types (e.g., retail banks and credit unions, local and national banks,
investment firms and insurance firms) have tumbled, increasing
competition from multiple directions. Internet and mobile
66% of financial services
banking have diminished the power of local, brick-and-mortar
firms have adopted managed
branches, and a new generation of customers is less brandcloud services as a way to
loyal than in the past. Complying with an ever-evolving raft of
local and national regulations turns bank employees into law
ensure optimal function of
enforcement officials, rather than service providers.
business applications within

a secure environment.
Survivors in this volatile industry have learned to be nimble.
This once-conservative industry now rewards those who are
innovative in their products, in the way they serve customers,
and in entering new markets. And most often, innovation relies on technology. Consider examples, from
different financial services sectors, of how firms have adopted technologies to disrupt and grow:
• In capital markets, disruptive forces include algorithmic trading, new asset classes, and investment
decisions shaped by artificial intelligence.

• In banking, the market has been shaped by online lending, remote and mobile banking, and the use of
predictive analytics for risk assessment and target marketing.

Challenges Facing the Financial Industry
Financial services firms are turning to their IT leaders to address a growing number of urgent operational
challenges. These include:

Regulatory compliance and reporting
Strict and continually changing regulations dictate what data financial institutions must collect
to mitigate lending risks (e.g., “Know Your Customer” mandates); how they store and manage
customer data; how they manage their cash reserves; and how they make loan decisions.
Regulatory compliance, which impacts nearly every banking role, adds to the administrative burden, and
decreases productivity across multiple roles. For IT leaders, the challenge is to minimize productivity-sapping
compliance tasks; instead, leveraging automation and user-friendly data tools to meet requirements.

Modernizing cumbersome legacy workloads
For many financial institutions, the operations environment includes a high percentage of “legacy”
workloads, including traditional SAP and Oracle databases and applications. While such workloads
are critical to running the business, the legacy format can hinder the ability to respond to
market conditions and to adopt next-generation technologies (such as artificial intelligence or blockchain). IT
leaders face a dilemma: maintaining the legacy environment is costly and labor-intensive, but refactoring or
modernizing workloads can disrupt business operations.
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Cost management
In hypercompetitive financial markets, where revenues are threatened by traditional and nontraditional competitors, financial firms need to drive costs out of the business and maximize
revenue per customer. IT leaders are under pressure to optimize investments—to replace capital
expenditures with more flexible operating expenses, to minimize staffing, and to garner a positive return on
investment.

Loss of customer brand loyalty
The internet has allowed financial firms to reach new, geographically distant markets. At the same
time, it has loosened the bonds with many of their traditional local customers, who no longer are
constrained to choosing a bank or financial firm in their hometown. As a result, financial firms must
work hard to win and retain customers with new products that meet changing market needs. IT leaders are
responsible for nurturing innovation and continual improvement in service delivery.

Are Managed Cloud Services the Answer?
Across industries, businesses are basing their digital strategies on the cloud. The do-it-yourself, hosted cloud
offers scalability, infrastructure efficiency, and budget-friendly utility pricing for “cloud-native” applications. But
implementing an effective cloud strategy can be challenging for resource-constrained IT leaders, especially in
the high-stakes financial industry.
For many, the answer is managed cloud services—subscription-based services in which a third-party expert
hosts and manages cloud infrastructure and/or applications on behalf of clients. Unlike IT outsourcing,
managed cloud services creates a partnership between the organization and the service provider: the provider
contributes cloud technology, infrastructure, and expertise; and the enterprise retains oversight capabilities
to ensure that business goals are met. Many businesses—including 66% of financial services firms, according to
recent Frost & Sullivan research—have adopted managed cloud services as a way to ensure optimal function of
business applications within a secure environment.

IT Leaders from Financial Firms Find Value in Managed Cloud Services
Among financial services firms surveyed by Frost & Sullivan, 53% consider managed cloud services an essential
part of their IT strategy. Their reasoning is clear: managed cloud services—especially for critical SAP and
Oracle workloads that are commonly used in financial services—help address their top business challenges,
and help them remain competitive. IT leaders from financial services companies say managed cloud services
enabled them to realize the following benefits:
•

Improve security and compliance reporting for SAP and Oracle —Eighty-six percent of financial
IT leaders considered it a top benefit that their managed services provider offers a secure environment,
with visibility and tools to support compliance audits.

•

Manage costs, ease budget —Among IT leaders of financial firms, 77% cite the ability to better
manage costs for SAP and Oracle workloads, thanks to predictable, subscription-based pricing. Fifty-one
percent considered the shift from capex to opex to be a top benefit, and 60% cited lower IT staffing costs.

•

Enable IT innovation —The relentless pressure to continually introduce new and improved products
was cited by 66% of financial services respondents, who said managed cloud services have allowed them to
refocus staff from IT maintenance activities to higher value work.
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•

Support agility and speed to market —The right managed services partner is able to optimize and
modernize even complex traditional SAP or Oracle workloads in their clouds, as well as help refactor
applications at the pace you choose. By leveraging cloud automation and their own expertise, managed
services providers that are strong partners of SAP and Oracle can shorten time to upgrade applications
(cited as an important benefit by 69% of financial IT leaders); and increase speed to market for new
products and capabilities (cited by 57%).

•

Attract and retain customers —Many financial organizations focus on the customer experience as a
way to differentiate themselves in a crowded field. Among IT leaders surveyed, 66% said managed cloud
services have improved their ability to provide better service to customers.

•

Enhance Line of Business productivity—Enterprise resource planning (ERP) platforms such as SAP
and Oracle serve as the operations engine of a business, supporting a range of mission-critical business
workloads. IT leaders in financial firms surveyed indicated that managed cloud services provided value in
terms of business productivity. This includes efficiently delivering services and applications (including nextgeneration technologies) to Line of Business end-users, cited by 83% of IT leaders. Seventy-four percent
said they were able to improve application and data availability through improved business continuity and
disaster recovery for SAP and Oracle workloads; and 66% said managed cloud services improved the
performance of their SAP and Oracle apps.

Isn’t it Time for Your Financial Services Firm to Adopt Managed Cloud
Services?
Consider the words of an IT director from a major financial services firm: “We are not in the infrastructure
business. Managed Cloud Services help us focus on our core function, which is financial services.”
If infrastructure and ERP management aren’t part of your company’s mission, maybe it’s time to follow the
lead of some of the most successful firms in your industry and engage with an expert managed cloud services
provider. Your customers, employees, partners, and shareholders will thank you.

Lynda Stadtmueller
Vice President—Cloud Computing
Stratecast | Frost & Sullivan
lstadtmueller@stratecast.com
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LEARN HOW
MANAGED CLOUD SERVICES
CAN HELP YOUR BUSINESS
See these Frost & Sullivan white papers

Find a Strategic Partner:

How Managed Cloud Services Can
Facilitate Your Digital Transformation

Transform Your ERP Deployment
with Managed Cloud Services:
Six Lessons from Users

About Stratecast
Stratecast collaborates with our clients to reach smart business decisions in the rapidly evolving and
hyper-competitive Information and Communications Technology markets. Leveraging a mix of actionoriented subscription research and customized consulting engagements, Stratecast delivers knowledge and
perspective that is only attainable through years of real-world experience in an industry where customers
are collaborators; today’s partners are tomorrow’s competitors; and agility and innovation are essential
elements for success. Contact your Stratecast Account Executive to engage our experience to assist you
in attaining your growth objectives.
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Fax 650.475.1571

SAN ANTONIO
7550 West Interstate 10,

Interested in learning more about the topics covered in this brief? Call

Suite 400
San Antonio, TX 78229

877-463-7678 or email us at inquiries@stratecast.com and

Tel 210.348.1000

reference the paper you’re interested in.

Fax 210.348.1003

Visit our Stratecast web page.

LONDON
Floor 3 - Building 5,
Chiswick Business Park,

Attend one of our Growth Innovation & Leadership (GIL)
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