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Core banking systems today handle high volumes of transactions. Banks 
spend millions of dollars every year maintaining their systems to be 
resilient, fault-tolerant and immune to unplanned outages. Legacy core 
banking systems have traditionally succeeded in terms of reliability. 
Failures are rare, with some banks going without an outage for months, 
if not years. 

However, with the rise of digital banking, cloud services and open 
banking, innovative players have shifted how products are developed 
and partnerships are formed. The expectation of real-time transaction 
processing has become the norm and partnerships with financial 
technology (fintech) companies are more prevalent. Today’s innovators 
can release new payments products and related offerings more quickly 
while scaling their infrastructure needs to support the increasing 
demand for real-time payments (RTP).

Without investing in their infrastructures for these evolving changes, 
traditional banks risk losing customers to more nimble banks and banks 
that have formed partnerships with digital players. To compete with 
innovators and retain their customers, banks need to open their legacy 
systems to APIs and diversify their business models through several 
options depending on their brand strength, technological capabilities 
and financial resources. In this report, we address trends, challenges and 
solutions for financial institutions, including

• Opportunities in RTP and open banking

• Preparing for the future of payments

• 5 steps for future-proofing a bank infrastructure
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https://www.mastercardservices.com/en/reports-insights/multi-rail-payments-opportunity-small-and-medium-financial-institutions
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An unprecedented and fast-moving evolution in the payments ecosystem 
is driving the urgency for banks to upgrade their core systems. Banks, 
consumers and governments are playing instrumental roles in pushing for 
faster and more reliable and traceable payments with contextual data  
that can lead to better outcomes for consumers and businesses. 

Big-tech companies and nimble fintech innovators challenge traditional 
banks of all sizes to address and cater to the changing payments 
environment and customer expectations. An increasing percentage of 
Americans between 18 and 34 are willing to try banking with a big-tech 
company over traditional banks.1 This shift puts pressure on banks to  
have the technology and operations to meet the demands of today’s 
customers. Developing add-on or stop-gap solutions to legacy 
infrastructures is no longer a sustainable bank strategy. 

Moreover, in certain markets like Canada, Australia and the UK, central 
regulatory bodies are implementing changes that mandate financial 
institutions be ready for a change by a certain timeline, limiting the 
discretionary decision to spend on strategic infrastructure upgrades.

In essence, external and internal drivers are forcing financial institutions   
to revisit their long-term payments infrastructure strategy.

Introduction
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Getting real about payments

Offering RTP as a key service is growing globally, 
with 66 RTP schemes up and running in 2021, 
accounting for more than 90% of global GDP.2 

While the shift towards instant payment schemes significantly 
improves the speed at which funds are transferred between people, 
corporations and governments, the real value of RTP in North America 
is the increased potential for financial services innovation.  
 
Implementation of RTP systems generally involves banks expanding 
from legacy data structures to the richer and more transparent 
ISO 20022 message standards for payment exchange, processing, 
and settlement and clearing. On top of increased data volume and 
readability, ISO 20022 increases the interoperability of financial 
systems across backends and geographies by making translations 
between different ‘flavors’ of ISO 20022 easier than between 
proprietary formats.  
 
In addition, open data opportunities are accelerated by facilitating  
API integration. ISO20022 enables the exchange of richer data, 
including longer references and more extensive remittance 
information. The opportunity to exchange data across ecosystem 
participants emphasizes the need for open data and open banking 
standards. Transforming legacy systems to support the ISO 20022 
standard can reduce ongoing expenses, resources and time required  
to partner and integrate with third parties. 
 

In the US, The Clearing House (TCH) launched its RTP network 
in 2017. Today, while the RTP network is accessible to financial 
institutions that hold 75% of U.S. demand deposit accounts (DDAs), 
and the network currently reaches 61% of U.S. DDAs, two challenges 
impacting growth remain. One challenge is usage among the 211 
onboarded banks to enable use cases. The second challenge is enough 
support for smaller banks to meet the funding requirements of an 
instant payment service, along with technology costs to expand  
their payment capabilities. To accelerate RTP adoption and enable 
smaller players, Federal Reserve Banks announced FedNow, an  
instant payment service scheduled to go live in 2023.
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Real-time, person-to-person payments have already penetrated 
the US consumer market, with Zelle leveraging the ACH, RTP 
network, Mastercard Send and Visa Direct to clear payments. 
Since launching, the RTP network continues to show steady 
growth, with an 8.7% volume increase in 2021 as businesses 
and consumers switch to electronic payments.3 Additional 
growth is expected as banks test and deploy new applications 
that provide value and speed. Some of those applications 
include vendor payments, loan disbursement, and disaster or 
emergency funds access.
 

Payments Canada is working with Interac and Mastercard’s 
Vocalink to launch Canada’s Real-Time Rail (RTR). The RTR will 
leverage the ISO 20022 message standards to help future-
proof the new payments ecosystem and eventually allow for 
regional and global interoperability. Part of the RTR’s mission is 
to broaden access beyond traditional finance to drive openness 
and innovation and to offer consumers and businesses choice 
and flexibility. 

5

8.7%
Volume increase in 2021 as 
businesses and consumers 
switch to electronic payments. 

https://www.vocalink.com/
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Open opportunities

Open banking –sharing of consumer-permissioned financial data 
between parties via APIs – has seen market-led growth in North 
America with several applications. Now more data, data types and 
transaction services are shared across ecosystem participants instead 
of just between traditional banks and in a safer, regulated manner. 
Newer, more nimble players, such as neobanks, fintech companies, tech 
giants and retailers, are leading innovation by embedding financial 
services into their existing offerings and providing unified customer 
experiences through Banking as a Service (BaaS). 

BaaS enables financial institutions to offer banking capabilities, 
such as loans, cards, ACH payments or deposit accounts, as a service 
with modern API-driven platforms. BaaS also allows organizations 
to potentially use an existing licensed bank’s secure, regulated 
infrastructure (excluding Payment as a Service acquiring platforms). 
In addition, these services can be offered to paytech companies, 
merchants and tech giants to enrich their payment services and 
banking capabilities without being a bank. 
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At the same time, traditional banks are also innovating and reaping 
the benefits of open banking platforms to provide a more holistic 
solution, a better consumer experience and improved financial 
products. While banks can attempt to build solutions in-house to 
stay competitive in this dynamic space, they also have an opportunity 
to serve as a banking platform for third-party fintech developers 
and build more targeted products and services through open APIs. 
Opportunities in Banking Platform as a Service (BPaaS) foster 
partnerships that allow banks to own the end-to-end customer 
experience. It also gives fintech companies access to the mass  
market while avoiding the high barrier of providing deposit   
accounts and becoming a true financial institution. 

Open banking and BPaaS create new revenue opportunities for 
banks. By leveraging their customer insights and existing customer 
relationships, banks can partner with non-banks to enable them to 
offer their services through the banks rather than against banks. 
Open banking also helps financial institutions retain customers, 
expand their customer base and attract new, traditionally 
underserved segments. Through partnerships, banks can respond  
to consumer trends with faster lead times to develop new products 
and services and improve existing offerings. 

New revenue opportunities also exist for core banking platform 
providers and non-bank platform aggregators reacting to the 
demand and competition by offering a banking-in-a-box service  
for smaller institutions. 
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A future-proofing plan

The back-end systems that process daily banking transactions and post 
updates to accounts and financial records have become challenging. 
These core payment infrastructures are often homegrown or so heavily 
customized that they no longer resemble the original product and are 
more challenging to maintain. 

Other problems include:

• Systems so complex that changes are difficult to make:

• Non-user-friendly interfaces

• Complex code base that can be difficult and risky 
to change

• Difficulties in securing fast releases/development 
ops due to legacy technology 

• Dwindling engineering talent pool:

• Difficulties in finding programmers in a legacy 
language to support the system

• Excessive undocumented customization

• Traditional interfaces between core banking and other 
applications as opposed to modern API-based inter-
application messaging systems

$50

A future-proofed infrastruc ture should: 

Leverage the payments orchestration layer and rationalize 
services common to all payment rails, allowing banks to make 
enterprise-wide, strategic payments investment decisions

Be interoperable with newer rails and third-party solutions using 
standard messaging format (ISO 20022) and APIs

Stand up and support 24x7 customer-facing operations and 
back-end operations and tools to manage RTP-related liquidity, 
reconciliation and settlement processes 

Rely on a robust data strategy and a desire to leverage richer 
payments data from improved operational effectiveness and 
customer experience

Leverage digital channels strategically to engage customers and 
offer seamless payments experiences
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• Overall strategic 
priority

• Sponsorship & 
ownership

• Partnerships

• Emerging payments (and 
infrastructure) is not part of 
strategic roadmap

• Lack of dedicated sponsorship 
and ownership of payments 
infrastructure

• Addition to roadmap is reactive 
to market pressure (regulatory 
or competitive)

• No clear sponsorship – resources 
are assigned based on 
availability

• Roadmap includes real-time 
and data-driven payments, 
accelerated via partnerships

• Dedicated leadership and 
resources for infrastructure 
growth/modernization

Assessment

Business

• Channel readiness

• Integration and 
orchestration layer

• Implementation plan

• Limited/no digital and self-serve 
channel capability 

• Siloed payment services with no 
plan for centralized orchestration 
layer and service rationalization

• Growing digital ad self-serve 
channel capability

• Awaiting triggers to invest in 
centralized orchestration layer, 
service rationalization

• Digital/self-serve channels with 
further investments planned

• Centralized orchestration layer 
and modern, rationalized services 
implemented/underway 

Assessment

Technology

• Internal payments 
operations

• Customer service

• Training and  
deployment plan

• Decentralized, manual 
internal operations; customer 
support is not 24x7 with 
limited self-serve options

• Dated ops processes with no/
limited documentation and 
training resources

• Manual internal operations 
managed centrally; customer 
support is scalable to 24x7 
with self-serve capabilities

• Well documented processes 
and available training 
resources 

• Scalable operations, leveraging 
automation where possible; 
24x7 customer support

• Well documented processes and 
ops training is included in overall 
modernization roadmap 

Assessment

Operations

• Data strategy

• Risk and fraud 
management

• Legal and compliance

• No enterprise data lake; use of 
proprietary/non-standard data 
formats

• No enterprise fraud capability/
fraud capability enabled for 
limited payment types

• Limited involvement of legal and 
compliance teams in payments 
strategy discussions

• Roadmap includes enterprise 
data assets; new tech 
investments leverage 
standardized data formats

• Centralized, data-driven, real-
time fraud infrastructure is part 
of overall roadmap

• Regular engagement with 
legal and compliance teams to 
understand emerging payments 
and data trends

• Invested in centralized data lake 
for remittance payments data 
and uses standardized data 
formats

• Invested in enterprise real-time, 
data-driven fraud monitoring 
and decisioning

• Dedicated legal and compliance 
teams to advise on emerging 
payments trends and 
requirements

Assessment

Others

The first step in future-proofing a payments infrastructure is assessing 
whether the financial institution’s business, operations and technology 
enable or obstruct the organization from participating in anticipated 
payments trends and rails. Here is how Mastercard assesses a financial 
institution’s readiness for starting a future-proofing journey:
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Identify strategic priority 
Develop a 5-10-year plan on how the bank plans 
to leverage payments and peripheral services as 
part of its overall value proposition and growth 
aspirations, including growing deposits, attracting 
new customers and retaining customers.

Take stock of internal and external   
market drivers 
Centrally monitor evolving payments and 
data trends and regulations and track internal 
modernization priorities. This helps ensure 
investment decisions are efficient and address 
the overall strategic imperative versus solving 
one problem in isolation. Banks should also look 
to leverage AI to better predict and estimate 
consumer behavior and preferences. 

Conduct an operating model assessment 
Evaluate the bank’s people, processes, technology 
and existing partnerships against what will be 
required in the future, including API integrations, 
cloud processing and partnerships. Additionally, 

assess the bank’s strategic priorities and 
investment plans for the next 12-18 months 
and 2-3 years to identify competing priorities 
that could cause friction with a future-proofing 
strategy. Some priorities could be leveraged to 
progress a future-proofing strategy.

Identify operating model preference 
Review customer interaction channels for a 
balance between low-touch and high-touch, 
including chatbots and live agents, and prepare  
for a 24x7 support model.

Mobilize teams 
Build a structure that integrates product 
development teams with tech delivery teams to 
remove traditional barriers between business, IT 
and operations units. The lines between the three 
are blurring as trends and technology evolve—
these units should be streamlined and considered 
as enablers and not support functions. 

Planning Next Steps

Future-proof ing benef it s  for  banks

More flexible technology ecosystem and cloud architecture 
allow for more nimbleness 

Innovation at a faster pace and bigger scale by breaking 
down technology constraints

Faster time to market and product delivery 

Building blocks for future products and services

Stronger customer experiences to compete more effectively 
with up-and-coming fintech companies
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Mastercard works with ecosystems players globally to expand and 
better position themselves in the market and to fully understand the 
impact of new payment flows on their overall payment strategy.
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