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Minutes for 5th Meeting of Fintech Study Group 

 

1. Current IT system of existing financial institutions and FinTech venture companies and the 
difference between them 

① IT system of existing financial institutions 

i. Characteristics of IT system of existing financial institutions in Japan 

 The situation was pointed out that in Japanese banks’ IT system, processing of 
various products and services are centralized in the core system.  

 There are 3 characteristics: (1) Centralized and tightly united structure, which 
process products and services in the core system, (2) More than necessary 
real-time online processing, (3) Credibility is in the first place 

 The situation was pointed out that in Japanese banks, 70% of cost for IT system 
is spent on maintenance, and only 30% is spent on development of new service. 

ii. Characteristics of IT system of existing financial institutions in the US 

 The situation was pointed out that as a characteristic of IT system in bank in the 
US, products and services are loosely united.  

 There are 3 characteristics: (1) The structure is building system for each 
product and service, and integrate them loosely, (2) batch processing, (3) 
Customer information is dispersed, not maintained in a centralized manner. 

 The situation was pointed out that in banks in the US, 60% of cost for IT system 
is spent on developing new service. 

② IT system of FinTech venture companies 

 There was an opinion that venture companies’ IT system is developed for specific 
service, and functions are limited. Consequently, development and operating 
could be done at low cost. 

 The situation was pointed out that venture companies’ systems are not 
developed based on waterfall method, but in a flexible and high speed way.  

2. Issues on introduction of new service and system 

① Issues on architecture  

 There was an opinion that the architecture of IT system in Japanese banks is 
difficult for introducing new service and system. 

 Cost will be extremely high to keep existing system running, and provide new 
service by development at application level. 

 The situation was pointed out that because the system is tightly united, to 
change the system, there must be someone who understand the whole picture. 
However, person who understand the huge system of Japanese banks is very 
limited. 

② Issues on existing financial institutions’ attitude on system development 

 There was an opinion that Japanese banks are negative about introducing cloud 
service because their IT system policy has been self-sufficient. 

 Flexibility on processing volume is one of the merits of cloud service. However, 
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because existing financial institutions’ processing volume is plan based, merit 
of cloud service is difficult to be accepted. 

③ Issues on requirement from the society and customers’ mindset 

 There was an opinion that Japanese society require banks and stock exchange’s 
IT system to have no mistake, so system must have high reliability.  

 There was an opinion that customer in Japan have a strong perception that 
financial service is free, so retail business is not lucrative for banks. As a result is 
difficult for existing financial institutions to burden the cost for developing new 
service and system. 

3. Solutions for issues on introducing new service and system 

① Solutions for issues on architecture 

 There was an opinion that an effective solution would be to develop a loosely 
coupled secondary core system which focuses on small amount settlement that is 
linked to existing system. 

 Realistic approach will be to start from fields which are easy for introducing 
new technology and service.  

 Considering cost performance, new technology could first be utilized to 
developing system for small amount settlement of retail business. 

 If the second core system for small amount settlement is opened to FinTech 
venture companies, banks can offer various services to customers, and this 
help banks to prevent themselves from losing customer. 

 There was an opinion that a model that benefits both existing financial 
institutions and FinTech venture companies must be created if FinTech venture 
companies also use the second core system.  

 Existing financial institutions have made enormous investment into the 
existing IT system, and thus acquired customers. Opening new system to 
FinTech venture companies at low cost is not realistic, since only FinTech 
venture companies will have benefits.  

 On the other hand, there was also an opinion that the core system should be 
reformed drastically. 

 The idea of financial EDI has been stagnated for a long time, however, 
electronic commerce industry who developed a system from scratch is now 
sending business and finance data together. This example showed that 
developing a new system is an effective method. 

 Because people who understand the whole picture of the existing system is 
limited, unpredicted accident (in particular trouble restoration)may happen in 
the future. In any case, creating a loosely united core system is inevitable. 

 There was an opinion that if utilizing distributed computing system in financial 
institutions’ IT system, consistency should be focused on.  

 Distributed computing system has 3 characteristics: consistency (only one 
pattern of data exists)、availability (even if trouble happen, the breakdown of 
the whole system will not happen)、and partition-tolerance (even if nodes are 
separated by network problem, the whole system will not be separated). 
Some of the 3 characteristics have to be focus on. Blockchain for bitcoin 
focuses on availability and partition-tolerance, while in system for financial 
institutions, consistency should be focused on. 
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② Solutions for issues on existing financial institutions attitude on system developing. 

 There was an opinion that existing financial institutions’ attitude on system 
development is changing such as attempt to integrate with venture companies.  

 The two speed architecture idea which means developing core system using 
waterfall method, and developing front system using agile method is 
becoming more and more common. 

 Facing the threats of new entry by non-financial players and the risk of losing 
customer contact points, banks are beginning to recognize the limit of 
adopting new technology by themselves. Therefore, they are shifting to open 
innovation approach, collaborating with startups and outside players.  
 

 There was an opinion that it is important to conduct many proof-of-concept on 
technology and business to make the collaboration between existing financial 
institutions and FinTech venture companies successful.  

 Verification experiment which includes regulatory body, such as Sandbox in 
UK, is considered to be effective. 

③ Adjustment of customers’ requirement to IT systems of existing financial institutions 
and FinTech venture companies 

 There was an opinion that the system requirement and reliability required by 
society between FinTech venture companies and banks are very different, and it 
is not fair. In the future, regulation on FinTech venture companies and actions to 
change customers’ expectation is necessary.  

END 


