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Why financial services
need a hybrid approach to
mainframe application
modernization
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Reading the headlines, you might think
the entire business world has moved to
the cloud. But that's not true — especially
in the financial industry. Banks and insurance
companies still rely heavily on mainframe
computers to handle their core functions,
including ledgers, transaction processing,
settlements, and payments. In the U.S.,

45 of the top 50 banks use mainframes as
their core platform, and 70% of the world’s
transactions (by value) run on them.!

Financial executives value mainframes for their
reliability, security, and capacity. They support
thousands of users and applications and
manage terabytes of information.

But for some applications, mainframes may
not be the optimal platform. Today’s financial
firms are reevaluating their mainframe estates
and moving certain applications as part

of a “fit for purpose” transition to a hybrid
cloud environment. The goal is to unlock

the full potential of their data across the
enterprise and create new services, including
advanced Al, sooner. In a recent study by the
IBM Institute of Business Value, 78% of the
participating executives said they are
piloting Al capabilities or deploying them
into mainframe applications.

“Mainframe systems are very large.
Sometimes it takes three to six months to
deliver business changes that are in great
demand,” says Balakrishnan Sreenivasan,
global technical leader for app modernization
services at IBM.

Taking a hybrid
cloud approach

A hybrid cloud offers financial companies
the best of both worlds. Core applications
(systems of record) can remain on the

mainframe while other applications and
data sets (systems of engagement) can
move to the cloud, where they can benefit
from integration with other client-facing
applications, potentially improving cost
efficiency and scalability.

But moving applications to a hybrid
environment requires detailed planning
and deft execution.

Organizations must make critical decisions
about which applications to move, and many
lack functional documentation for them,
making transfers difficult, says Sreenivasan.
Firms must find a way to control costs,

ensure security and compliance, and minimize
disruption throughout the modernization
process. And some are uncertain about

which cloud technologies to adopt.

“Many organizations have had mainframe
systems for 20 or 30 years, and they don't
know what kind of innovative Al and generative
Al tools are out there,” says Sreenivasan.

Firms lacking expertise in modernization
and cloud tools risk experiencing delays;
cost overruns; workflow interruptions;
and ultimately, failed projects.

The path to
mainframe application
modernization

IBM Consulting’s deep mainframe and

hybrid cloud expertise and the AWS

platform and tools can help. IBM’s “Hybrid

by Design” approach integrates the mainframe
environment with the AWS cloud landscape,
enabling companies to develop cutting-edge
capabilities while optimizing costs

and minimizing business risks.
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Working with AWS, IBM provides six patterns
financial firms can use to efficiently transition
to a hybrid cloud environment:

H Pattern1
Establish real-time sharing between
mainframe applications and AWS

B Pattern2
Augment the mainframe environment
with new channels

B Pattern3
Establish hybrid storage in the AWS cloud

m Pattern4
Enable cloud-native development
for mainframe applications

B Pattern5
Enable enterprise automation across
the mainframe and AWS environments

B Pattern6
Rewrite mainframe applications best
suited for the cloud

A major Latin American bank illustrates

the benefits of incremental mainframe
modernization. The bank wanted to develop
innovative new applications, but its legacy
mainframe system lacked functional
documentation, impeding the extraction

of business insights.

Working with IBM Consulting, the bank
migrated customer-facing and business-
critical applications from its legacy system
to the Red Hat OpenShift platform. It then

incrementally modernized legacy applications,

enabling optimal interactions between
back-end mainframe applications and front-
end cloud environments. Finally, IBM built

a replica of the Red Hat OpenShift service on
AWS (ROSA), enabling cost optimization and
scaling while minimizing enterprise disruption.

Thanks to IBM Consulting’s expertise
and AWS's scaling capability and tools,
the bank transformed its core banking
features, shortened the time-to-market
of new applications, and experienced an
increase in developer productivity.

IBM Consulting also partnered with Toyota
Financial Services to modernize its mainframe
applications and move its data into a modern
cloud-based architecture, enabling it to deliver
new services to customers faster.

A worthwhile journey

As financial companies increasingly

adopt Al solutions, they must take a hybrid
cloud approach to integrate them across
the enterprise. IBM offers deep mainframe
application modernization capabilities.

Its recent acquisition of ModernSystems
from Advanced adds more talent, tools,
and knowledge, further enhancing IBM
Consulting’s mainframe application

and data modernization services.

To get started, visit
https://aws.amazon.com/partners/ibm/.

'IBM Institute for Business Value, “Application modernization on the mainframe,” July 21, 2021,

https://www.ibm.com/thought-leadership/institute-business-value/en-us/report/application-

modernization-mainframe.
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