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Hot on the heels of the Internet challenges of the 90s 
comes mobile technologies which promise to be a fertile 
area of technology innovation and potential competitive 
invasion.  Once again FSIs will face new challenges to 
the status quo as telephone carriers and retailers eye the 
payment system and other financial services that comple-
ment and extend their existing business models.  At the 
enterprise level, leading FSIs are examining Web services 
as the basis for creating networked system architectures 
to increase the product sourcing flexibility that will be 
essential in the convergent industry we will face over 
the next decade.  Industry-wide interconnections, most 
notably straight-through processing (STP) initiatives, are 
being driven by cost pressures and competition from new 
entrants.  Other enabling technologies, such as biometrics, 
public key security, speech recognition, automated deci-
sioning systems and intelligent agents, are in advanced 
stages of development and will profoundly transform 
existing processes, which will require strategic change and 
investment.  The rapid evolution of these technologies 
shows promising potential impacting all FSI lines of busi-
ness.

Emerging Technology 
Solutions 
Research Agenda 2002

Over the past couple of decades, new technologies have enabled 
financial services institutions (FSIs) to transform their delivery 

channels, enrich or automate processes, and create information-intensive 
financial products. The flow of emerging technologies has not stopped. 
Some technologies will entail major and even disruptive changes for 
the financial industry over the next 10 years. The Emerging Technology 
Solutions Continuous Advisory Service (CAS) is the vehicle through which 
TowerGroup tracks the development of these technologies and formulates 
its views on how they will impact the industry.  Technology provides the 
scope for our research while our analysis is focused on business implica-
tions, deployment opportunities, and spending projections.  

To cover this expansive area, Emerging Technology Solu-
tions delivers its research in three formats:

•   “TowerGroup Point of View” Reports (50–100 pages). 
A comprehensive investigation of technology issues that 
impact all business sectors in the financial services 
industry. 

•   Traditional Research Notes (8–20 pages).  An in-depth 
exploration of diverse financial services technology 
topics.

•   “ViewPoints” (4–6 pages). Briefs that provide leading 
thoughts on emerging technology issues and trends.

In addition, the service publishes an annual technology 
summary identifying the top technologies in financial ser-
vices, analyzing their relative impact by line of business and 
highlighting the IT spending impact of the technologies in 
the coming years. 
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Mobile Services: 
Emerging Solutions for 
Financial Institutions

During the coming year, mobile technologies in financial services will 
continue to be the primary focus of our research.  

As FSIs adopt mobile services as a new delivery channel 
that evolves their Internet capabilities, they must weigh 
the issues affecting the mobile data environment—
content, user value, small screen size, lack of standardiza-
tion.  Carrier/FSI partnerships are generating additional 
users and positive return on investment-in less time than 
many FSIs might think possible. 

During 2002, these challenges are analyzed under two dis-
tinct categories: mobile services technical architecture and 
mobile applications. 

Mobile Services Technical Architecture: 
Data Evolution and Sharper Focus
The evolution of mobile data is accelerating.  Productivity-
enhancing wireless tools are becoming a reality.  The rise 
of Web services and content based on Extensible Markup 
Language (XML) promises increased data standardization.  
TowerGroup expects the total number of mobile devices 
in use globally to exceed the number of telephones or PCs 
by 2004.  Along with the rise of converged phone and 
personal digital assistant (PDA) “smartphones,” this will 
allow the support of unique mobile content and applica-
tion value for the first time.  Research in this area will 
assist FSIs in understanding how and where to play these 
technical changes:

•   2003—A Make or Break Year for WiFi and Bluetooth: 
How FSIs Must Respond

•   Integrating Mobile into a Multichannel Financial System: 
Selecting the Right Path and Partner

•   Java on the Handset: From iAppli to a Device Near You

TowerGroup Point of View Reports 

Representing a collaborative effort of TowerGroup research 
directors, analysts, and consultants, each report investigates 
a technology issue that impacts all sectors of the financial 
services industry. These reports help business and technol-
ogy executives formulate enterprise-wide strategies that align 
investments in emerging technologies with a comprehensive 
business approach. The following reports will be published 
during 2002: 

The Networked Financial Services Institution: Connections 
for a Successful Business Strategy
This report will explain Internet-based technologies, how they 
are different from other forms of integration, and how they 
are likely to be adopted by the financial services industry. 
For FSIs, these new networking technologies can act as an 
enabler of change and can alter the dynamics and competi-
tive landscape. These standards and technologies will be 
deployed in a variety of ways both within and across pro-
cesses and business units, and across FSIs.

24x7 Continuous Processing and Operational Resilience for 
the Anytime, Anywhere Customer
This report will explore how operational concerns, transaction 
demands, and customer expectations are causing FSIs to 
re-tool their technology infrastructure and electronic delivery 
channels to increase their resilience, throughput, availability, 
and ease of access. It will also discuss how new on-line 
infrastructure developments in areas such as automated 
business continuity, straight-through processing (STP), data 
management, information security, and XML-based trans-
action processing are likely to evolve the FSI technology 
architectures.

The Networked Financial Institution

Networking technologies and standards will fuel business strategy 
innovation by improving connections both within and oustide the 
firewalls of financial institutions.

Source: TowerGroup
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Additional Emerging 
Technologies and Solutions

New Technology Architectures and 
Business Solution Models  
Moore’s law tells of continuing increases in processing 
speed at lower cost. As more computer power is readily 
available, FSIs are embarking on major overhauls of aging 
technology platforms supporting batch and transaction 
processing systems. Important cost reductions are achieved 
by articulating integrated application and system architec-
tures to consolidate duplicative technology infrastructure. 
Creative processing paths are tapping on the straight-
through automation of streamlined business processes 
by re-engineering products and services across functional 
areas. These cost-saving opportunities have been strength-
ening the case for IT spending in integration services. 
This area of research helps FSIs formulate IT and busi-
ness integration strategies for improved productivity and 
service:

•   Once and Done: Straight-Through Automation and 
Lean Financial Processes to Lean On

•   Case Studies: Industry Architectures on Parade

Biometrics
The world needs ever-tighter security measures to combat 
the rising threats in modern society.  To achieve a more 
secure society, better means of authentication of individu-
als’ identities (including biometric data for identification 
that is near impossible to forge) is of paramount impor-

Per Transaction Costs to Key Bank Channels, US$

Short-term mobile data opportunities include cost reduction via channel shift.

Source: TowerGroup

Participants in the Mobile Arena

Financial services institutions must guard their businesses against new 
potential competitors.

Source: TowerGroup

Mobile Applications: Pairing Long-Term Vision with 
Short-Term Opportunities
Leading FSIs are demonstrating that, with the proper goals, 
mobile development does pay its way within firms’ broader 
IT strategies.  The goal is to target services to match 
the specific needs of key user groups and to utilize 
the immediacy of mobile data interaction to enhance cus-
tomer retention, cost management, and even cross-selling 
opportunities.  The rise of mobile data is leading to the 
emergence of new participants in the product develop-
ment and value chain.  Research in this field helps FSIs 
understand which emerging products and competitors are 
most significant in order to leverage their strengths and 
best protect their positioning:

•   Push-based Alerting Services: Small Steps to a Tighter 
Customer Relationship

•   Global Payments Evolution: Where Wired Meets Wire-
less and the Impact on FSIs

•   Mobile B2E Solutions Update: Any Life Beyond 
Mobile Messaging?
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tance. Signature biometrics leverage existing processes to 
allow for ease of acceptance.  As this technology becomes 
faster, cheaper, and more reliable, all electronic delivery 
channels will find possible applications for biometrics. Bio-
metric technologies such as voice or signature scanning, 
fingerprint, iris, hand, and face recognition systems have 
much potential to automate processes and stamp out fraud. 
Research in this area helps FSIs understand the business 
opportunities arising from biometric technologies: 

•   “Something I Am”—The Risks and Potential for Bio-
metrics in Financial Services

•   Case Study:  Biometrics Initiatives

Comparison of Template Size for Different Biometric Technologies

Small data representation (template) size of biometric imprints facilitates 
their efficient storage and processing.

Source: TowerGroup

Automated Decisioning Technologies
Building on the success of decision support systems, 
the advances in customer relationship management solu-
tions—coupled with evolving technologies in data mining, 
heuristic (expert), and stochastic (probability) engines—are 
making it possible to fully automate certain financial 
decisions. Examples include consumer credit approvals, 
allocation of assets in investment portfolios, and insurance 
underwriting. Research in this area helps FSIs understand 
the possible productivity gains and automated solutions 
that can be derived from these technologies:

•   Personalization over Processing: When Will Intelligent 
Agents Go Mobile? 

•   Case Study:  Advanced Decision Technology Initiatives

Speech Recognition
Beyond biometrics, the increasing speed and accuracy 
of speech recognition technologies in a natural language 
context open up new automation avenues in customer 
interaction. FSIs stand to benefit from applications such as 
interactive voice response and automated voice data entry 
and inquiry. Research in this field helps FSIs recognize the 
cost benefits and effectiveness of speech automation as a 
delivery channel:

•   “Say it again Sam” What the rise of Speech Recognition 
Means for Integrating Consumer Voice/ Data Services

•   Case Study:  Speech Recognition Paying Off
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