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Why Read This Report

Financial services firms are still struggling to create and execute a coherent
digital transformation strategy. Customer experience and revenue growth
remain the top drivers for transformation, yet technology leaders in charge
of transformation are prioritizing tech and process investments over sales or
marketing. They also underestimate organizational and cultural challenges
to digital transformation. To achieve business objectives, financial services
firms will need to flex their org structures and develop new skills — not only
build a better tech foundation.
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The state of digital
transformation in financial
services, 2020

Digital transformation (DT) is a journey, not a destination, and
customer experience (CX) has been the top driver of that
transformation in financial services (FS) since 2017. While cloud
dominates technology investments in FS, the industry has yet to
address organizational challenges related to new processes and skills.
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Financial services firms are in the throes
of digital transformation

26% acknowledge that transformation is never-ending, 19% are still
considering what to do, and 14% mistakenly think they’re done.’

“Which of the following best describes your firm’s digital transformation status?”

We’re currently undergoing DT 40%

We’re always in a state of DT 26%

We’re investigating how to execute DT but
have not begun one yet

19%

We completed our DT in the past 12 months 1%

We completed our DT 13 to 24 months ago [ 3%
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FS firms are prioritizing business drivers
such as CX and revenue growth

“Which of the following objectives were the key drivers of your firm’s most
recent digital transformation?”?

Change in
2019 importance

Improve customer experience IR 33% -

32% =

Grow revenue 34%

Reduce costs 32% 32%

N
o
purg
N

Improve operational efficiency 31% =

Improve IT to promote agility and innovation | 32% 30% =
Improve customer retention | 31% 26% *

Increase market share = 28% 23% *

Become a more agile organization 23% 17% +

*We did not ask about this category in 2017.
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ClOs and CTOs lead transformation, but
CEOs have an outsized role

Financial services firms rely on ClIOs’ and CTOs’ technology
expertise and enterprise visibility to manage digital transformation.

“Who will be/is responsible for leading the strategy and execution of your firm’s
digital transformation?”?

48%
39%
34%
28% 27%

Leads digital
transformation
strategy

CIO/CTO CEO IT manager COO CFO
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45%
38%
30%
25% 24%
Leads digital
transformation
execution
CIO/CTO IT manager CDO* CEO Chief data
officer

@ @ @ @ @

*Chief digital officer or other digital leader
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FS firms lag behind all other industries on
sales and marketing transformation

CX and revenue growth are the main drivers for the industry’s
transformation, but tech leadership is prioritizing IT processes.

“Which business processes are the focus of your firm’s digital transformation?”4

Financial services  All other industries
IT 58% 56%
Financial 44%
Customer service 38%
Product design and development or engineering
Compliance, regulatory, or legal
Business partner, reseller, or distributor support
Sales
Marketing
Supply chain

Inventory management and distribution

Field service 15% 18%
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Digital transformation absorbs
one-quarter of FS firms’ total IT budget

Spending on digital transformation as a percentage of the total IT
budget has decreased by three percentage points since 2017.

29%

Financial services decision makers said their firms

‘ devoted, on average, more than one quarter of their
IT budget to digital transformation efforts in 2017.5

26%
When we asked again in 2019, this average
decreased by three percentage points.®
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Financial services are investing heavily in
Saas, laaS, and/or PaaS

In addition to cost reduction, cloud will also bring flexibility and agility
that firms need to become digital businesses.

“In which of the following technologies is your firm investing in as part of its
digital transformation?”’

M Financial services [ All other industries

: |
Software-as-a-service (SaaS) B 56% 68%

Infrastructure-as-a-service (1aaS) =2g/? %
Platform-as-a-service (PaaS) Ey:s%
Business intelligence (Bl), data, and analytics software =35%43%
Security and privacy technologies =41;/g/°
Business-process-as-a-service (BPaaS) =3356°;f>
Mobile applications =27%35%
I 26%

Workforce enablement software P 26%

Customer engagement software __222?%

: icas I 12%
Insights services P 13%
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Financial services firms are investing in
emerging technologies

Al has huge potential in financial services, and firms are investing
heavily. loT and blockchain have potential, but maturity is low.

“In which of the following emerging technologies is your firm investing in as
part of its digital transformation?”®

M Financial services [ All other industries

Al, machine learning, and cognitive computing _si:j/%
_ o

Internet of things (1oT) T——— 495°é>0/
I 52%

I 8%
Blockchain e 39%

iners NN 34%
Containers T 21%

. ion I 32%
Robotic process automation D 32%

i ices NN 32%
Insights services T 29%
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FS firms underestimate organizational
challenges to digital transformation

To deliver better CX and grow revenue, firms will need new skills and
adaptable org structures — not just better technology.

“Which of the following areas are the greatest challenges within your

organization for executing its digital transformation?”®

24% 24% 20%

Technology Security Legacy
strategy technologies

© 2020 Forrester Research, Inc. Unauthorized copying or distributing is a violation of copyright law.
Citations@forrester.com or +1 866-367-7378

FORRESTER

11



FOR EBUSINESS & CHANNEL STRATEGY PROFESSIONALS February 18, 2020

Forrester Infographic: The State Of Digital Transformation In Financial Services, 2020

Notes and sources

Unless otherwise noted, all data comes from the Forrester Analytics Global Business Technographics®
Business And Technology Services Survey, 2019.

' Base: 210 global services decision makers at financial services firms

2 Base: 194 (2019) and 195 (2017) global services decision makers at financial services firms who are
involved in their company’s digital transformation
Source: Forrester Analytics Global Business Technographics Business And Technology Services
Surveys, 2019 and 2017

3 Base: 194 global services decision makers at financial services firms who are involved in their
company’s digital transformation

4 Base: 194 (financial services) and 2,263 (all other industries) services decision makers who are
involved in their company’s digital transformation

5 Base: 182 services technology decision makers at financial services firms who are involved in their
company’s digital transformation
Source: Forrester Analytics Global Business Technographics Business And Technology Services
Survey, 2017

6 Base: 40 services decision makers at financial services firms at the director or VP level or who
report to the CIO

7 Base: 194 (financial services) and 2,263 (all other industries) services decision makers who are
involved in their company’s digital transformation

8 Base: 194 (financial services) and 2,263 (all other industries) services decision makers who are
involved in their company’s digital transformation

® Base: 194 services decision makers at financial services firms who are involved in their company’s
digital transformation
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Engage With An Analyst

Gain greater confidence in your decisions by working with Forrester thought leaders to apply
our research to your specific business and technology initiatives.

Analyst Inquiry Analyst Advisory Webinar

To help you put research Translate research into Join our online sessions
into practice, connect action by working with on the latest research
with an analyst to discuss an analyst on a specific affecting your business.
your questions in a engagement in the form Each call includes analyst
30-minute phone session of custom strategy Q&A and slides and is

— or opt for a response sessions, workshops, available on-demand.

via email. or speeches.
Learn more.

Learn more. Learn more.

Forrester’s research apps for iOS and Android.
Stay ahead of your competition no matter where you are.

Supplemental Material

Survey Methodology

The Forrester Analytics Global Business Technographics® Business And Technology Services Survey,
2019, was fielded from July to September of 2019. This online survey included 2,678 respondents in
Australia, Canada, China, France, Germany, India, the UK, and the US from companies with 500 or
more employees.

Forrester Analytics’ Business Technographics ensures that the final survey population contains only
those with significant involvement in the planning, funding, and purchasing of business and technology
products and services. Dynata fielded this survey on behalf of Forrester. Survey respondent incentives
include points redeemable for gift certificates.

Please note that the brand questions included in this survey should not be used to measure market
share. The purpose of Forrester’s Business Technographics brand questions is to show usage of a
brand by a specific target audience at one point in time.
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We work with business and technology leaders to drive customer-
obsessed vision, strategy, and execution that accelerate growth.

PRODUCTS AND SERVICES

> Research and tools

> Analyst engagement

> Data and analytics

> Peer collaboration

> Consulting

> Events

» Certification programs

Forrester’s research and insights are tailored to your
role and critical business initiatives.

ROLES WE SERVE

Marketing & Strategy Technology Management Technology Industry
Professionals Professionals Professionals
CMO CIO Analyst Relations
B2B Marketing Application Development
B2C Marketing & Delivery
Customer Experience Enterprise Architecture
Customer Insights Infrastructure & Operations
Security & Risk
Sourcing & Vendor
Management

CLIENT SUPPORT

For information on hard-copy or electronic reprints, please contact Client Support at
+1 866-367-7378, +1 617-613-5730, or We offer quantity
discounts and special pricing for academic and nonprofit institutions.
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