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Melding deep business acumen with forward-thinking 
technology opportunities can power financial services 
institutions to enhance customer experiences and 
achieve operational efficiency. With the uncertain 
economic environment, we’re seeing increased interest 
in technology spending that can help impact the bottom 
line. There’s also healthy, cautious experimentation 
continuing in some exciting, future-facing areas, like  
AI and the metaverse.

In financial services, most leaders understand the 
potential for digital transformation throughout the 
value chain. The challenge across the industry is how 
to continue to drive impact and efficiency promised by 
current-gen technology while also investing in new  
and emerging technology capabilities to ensure the  
best return on that value. In other words, how do you  
take what’s next and transform it into what’s now? 
Explore what's possible with a deeper dive into digital  
and technology strategies in:

• Banking and Capital Markets
• Commercial Real Estate
• Insurance
• Investment Management
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Retail Banking: Organizing around 
customer experience instead of narrow 
product lines
While customers have grown more digitally 
savvy over the past few years, they typically 
do not start and complete a task in the 
same place. In fact, retail banking customers 
expect to use an average of 2.7 channels 
every time they interact with their financial 
institution, up from an average of 2.2 
channels during the pandemic.1 

Banks should work to make these varied 
channel experiences as consistent as 
possible, whether customers use one 
interface or hop from mobile app to chatbot 
to call center to a local branch. To do so, 
they will need to identify where customers 
encounter the most pain points and track 
where users abandon the process in 
frustration. Banks can designate a group 
of senior-level employees who are each 
responsible for the entirety of a customer 
experience, such as the process of 
becoming a homeowner, instead of tackling 
individual products or initiatives. These 
experience leaders may continue reporting 
to the heads of their respective business 
lines, but retain cohesiveness by sharing 
firmwide plans, goals, and priorities.

Consumer Payments: Future of digital 
payments: Spanning convenience, 
speed, and financial access
Despite the uncertainties stemming from 
the macroeconomic environment, there is 
one inevitability: the onward march of digital 
payments on multiple fronts. 
Some developed economies, such as Norway, 
Sweden, and the Netherlands, are expected 
to soon become cashless, while the United 

Kingdom, Canada, and the United States 
have seen higher use of contactless tap-to-
pay cards and digital wallets. In countries 
such as Mainland China and India, QR code 
technology has amplified the usage of digital 
payments, mobile wallets, and super apps, 
a one-stop shop for consumers’ shopping 
needs. Speed, immediacy, and convenience 
have become the defining elements of the 
digital payments experience, whether the 
interactions occur remotely or in person. 
Faster payments, already a reality in many 
Asian and European countries, are expected 
to go live in the United States with FedNow 
in 2023.2

Wealth Management: Streamlining 
wealth platforms for greater efficiency 
and superior experience
Wealth managers have made significant 
investments to modernize front offices, 
yet only 18% of clients surveyed globally 
say they are very satisfied with the digital 
experience offered by their primary 
providers.3 This may be because digitization 
has only happened in pockets and has yet to 
be pervasive in the middle- and back-office 
environment, thereby limiting the ability 
to fully realize the impact of front-office 
investments.

So, how should wealth managers approach 
the challenge of simplifying the middle and 
back office? 

There is no one solution, perhaps. But 
creating an optimal mix of internally 
built and externally sourced technology 
capabilities should help. Many external 
vendors, recognizing this need, are 
expanding their scope beyond point 

solutions to platform-based solutions. 
Traditional wealth managers also continue to 
learn from leading fintechs to up their game 
on how to build and deploy technology 
solutions and serve customers. 

Meanwhile, as clients expect advice at their 
convenience, providing an intuitive and 
frictionless customer experience across 
channels should be nonnegotiable.

Commercial Banking: Going all-in on 
data and customer service to grow 
wallet share
Data presents a perennial challenge. 
Sometimes there is a lot, sometimes it’s 
not enough, and at other times the quality 
is lacking. This conundrum often prevents 
banks from offering timely and richer 
insights. Our interviews of commercial 
banking executives suggest that most 
banks have yet to effectively use alternative 
data, including ESG data, to make better 
credit decisions and tap new business 
opportunities. 

Meanwhile, few corporate executives rate 
the quality of data and analytics capabilities 
at their bank as excellent or very good or 
note that their primary bank offers them 
(near) real-time data and reporting services. 
Commercial banks should redesign their 
data architecture to bolster data quality 
and improve data access, freeing the data 
that is currently compartmentalized in 
organizational silos. Moreover, collaboration 
between commercial banking, data, and 
technology units could usher a deeper, 
cultural shift in the organization; it could 
transform data into a strategic asset that 
generates actionable insights.

Banking and 
Capital Markets 
Click here to view the entire 2023 Banking & Capital Markets Outlook.

https://www2.deloitte.com/us/en/insights/industry/financial-services/financial-services-industry-outlooks/banking-industry-outlook.html
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Transaction Banking: Building a 
modern, efficient, scalable technology 
infrastructure
Banks have been modernizing the 
technology infrastructure that supports 
transaction banking businesses for a 
while, but the outcomes are still somewhat 
disparate and patchy. The end goal should 
be to build a modern, efficient, scalable 
technology platform to provide a holistic, 
real-time view of client transactions, and 
enable insights and innovation to serve 
clients better. Further, transaction banks 
are competing on price and service. 
Digitizing operations enables banks to 
be cost-efficient, especially amid margin 
contractions, and compete effectively in a 
price sensitive market. 

No doubt, leading banks are increasingly 
modernizing their tech stacks, based on 
cloud technology, microservices, and open 
API-based architecture. Australia-based 
Westpac Bank, for instance, plans to launch 
a new, cloud-native transaction banking 
platform with access to advanced liquidity 
management, cash flow forecasting, and 
real-time payments processing.4

Investment Banking: Partnering 
with the Fintech Ecosystem in the 
Institutional Space
The IB world has always had a larger moat, 
with high barriers to entry. In the past, 
fintechs have only nibbled at a few select 
spots along the value chain where prowess 
in data analytics and AI gave them unique 
advantages. But fintechs’ role has been 
limited to enablement rather than becoming 
direct competition. This is unlikely to change. 

So how should investment banks engage 
with fintechs? They should selectively seek 
out startups that can bolster post-trade 
operations such as reconciliation and 
settlement. The transition to T+1 should 
be an additional incentive to partner with 
fintechs. For example, Citi, Credit Suisse, 
Goldman Sachs, and JPMorgan have 
partnered with AccessFintech to standardize 
the settlement workflow,5  which they report 
has helped reduce trade fails.6

In addition, partnering with fintechs can 
open up opportunities in markets that have 
been difficult to penetrate. For example, 
Goldman Sachs is developing a banking-as-
a-service (BaaS) tool for its fintech partners 
to build on that will cater to small and 
medium enterprises (SMEs), which the bank 
didn’t have access to previously.7

Market Infrastructure: Crypto Markets: 
Room for Maturity
Trading venues for digital assets have 
become more sophisticated in recent 
years, prompting many banks to build 
platforms that can carry out cryptocurrency 
transactions. Despite these advances, 
the crypto markets still lack many of 
the characteristics of more mature and 
traditional exchanges. For example, 
price efficiency and liquidity can suffer 
for extensive periods of time in these 
markets.106 Meanwhile, trading conditions 
can vary between different types of 
cryptocurrencies, depending on factors 
such as fluctuations in crypto asset supply 
and the extent to which value is derived 
from underlying technology. The dearth of 
crypto market data and lack of a reliable 
and regulated mechanism for calculating 
bids and offers can also impede markets’ 
functioning and efficiency. 

Continued demand for institutional services 
will likely bring more consistency and 
assurance to many crypto functions. In 
addition, greater coordination among global 
regulators can provide clearer guardrails 
for crypto operations, as well as heightened 
monitoring and enforcement of market 
manipulation and fraud. As these regulatory 
frameworks evolve, the crypto industry 
could develop self-regulatory organizations 
responsible for setting governance 
standards and policing bad behavior.
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Commercial  
Real Estate  
Click here to view the entire 2023 Commercial Real Estate Outlook.

Embracing technology for greater 
efficiency and new opportunities
Some survey respondents in our 2023 
commercial real estate outlook survey 
foresee a reduction in technology budgets 
in the near term, given overall economic 
concerns, including inflation, labor costs, 
and ongoing supply chain uncertainties. 
Many see some level of technology cost-
cutting at their companies, and less than 
half expect to see any increase at all, 
especially in Europe (figure 1). This is in 
marked contrast to last year’s survey results, 
where only 7% anticipated spending cuts 
and two-thirds expected their companies to 
increase spending going forward. 

But 17% of respondents say their companies 
plan to increase their tech budgets by 5% 
or more. Last year’s outlook mentioned 
the potential for some companies to move 
ahead of the pack based on their technology 
plans. Given 2023’s more uncertain 
environment, this separation of leaders  
and laggards may accelerate and also 
perhaps concentrate into a smaller  
number of companies. 

The top areas of technology investment 
are to drive revenue through fundraising 
and customer relationship management, 
and property operations management, 
according to survey respondents. Regarding 
property operations, many firms are 
working to integrate sources of IoT (Internet 
of Things) data to control major building 
systems more precisely, improving energy 
and resource efficiency while also improving 

tenant comfort. A recent study has shown 
that low ventilation and poor air quality 
in offices can negatively affect cognitive 
function and impair productivity more than 
previously understood.8 Smart building 
development is a big part of this trend, but 
it is still in the early stages globally. Only 
9% of our respondents’ total portfolios 
could be considered “smart” today, but 
that is projected to almost double to 
nearly 15% in five years. Analytics and data 
management could be key enablers here: 
Avison Young has found that, by investing 
in tech platform consolidation and master 
data management, their analysts can spend 
most of their time providing insight instead 
of hunting for the right data.9 

Operating efficiencies and the 
application of proptechs 
Many of our respondents seemed interested 
in either acquisition or partnership activities 
in the coming year. Additionally, respondents 
from real estate firms of all sizes pointed 
to increasing outsourcing capabilities 
to optimize operational capacities. Of 
particular interest are back-office functions, 
where risk management and internal audit, 
property management, and tax accounting 
and reporting were most often cited by 
survey respondents. Portfolio management 
and CRE development were also cited as 
candidates for outsourcing by respondents 
in large- and midsized companies. 

Figure 1. More companies plan to cut tech spending in 2023 vs. 2022 

Expected changes in budgets allocated to technology

North America Europe Asia/Pacific

Decrease Flat Increase

Source: Deloitte Center for Financial Services 2023 Real Estate Outlook Survey.

42%41%48%

27%22%
27%

31%
37%

25%

https://www2.deloitte.com/us/en/insights/industry/financial-services/commercial-real-estate-outlook.html
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Investor interest in real estate–focused 
startup companies, or “proptechs,” 
rebounded in 2021 after a significant decline 
in 2020, according to the Deloitte Center 
for Financial Services’ analysis of Venture 
Scanner data. Indeed, 2021 saw a new 
high, with more than US$24 billion invested 
globally in proptechs.10  But proptech 
enthusiasm varies by region and company 
size: Nearly half of respondents in Asia/
Pacific (AP) and North America see benefits 
proptechs can bring, but only about a 
quarter feel that way in Europe; and firms 
with less than US$5 billion in assets under 
management (AUM) increasingly targeted 
back-office functions compared to larger 
firms. Over 43% of respondents identify 
process automation as their top target 
capability for proptechs, followed by 35% 
who look for marketplace data and analytics. 
Property visualization through augmented 
and virtual reality (AR/VR) was also near the 
top of the list, at 33%. 

More types of proptechs are finding 
their way into a variety of real estate 
applications. One noteworthy example is 
in the emergence of “ConstructionTech” 
companies. For example, BeamUP and 
Versatile are using AI to enhance building 
design, construction, and management.11 

Regulatory proposals on climate disclosures 
have also stimulated interest in climate-
related proptechs as well. Firms such 
as Brookfield and JP Morgan Chase are 
leveraging providers to help manage 
energy usage and carbon in the properties, 
they occupy in anticipation of potentially 
increased disclosure requirements and to 
meeting ESG and sustainability goals.12

Looking to the future 
Smart contracts are also gaining momentum 
in real estate. More than half of our 
respondents reported being in pilot, 
early-stage implementation, or production. 
These efforts may be linked to early-stage 
exploration of the metaverse, where smart 
contracts serve as the foundation of all 
virtual real estate transactions.13 And despite 
the recent volatility in the cryptocurrency 
markets, a recent survey suggests there is 
still strong interest in crypto for payments.14 
Our survey respondents cited this as an 
area of interest as well. Recent deployments 
include a Miami developer’s plan to accept 
crypto for preconstruction deposits for its 
Cipriani Residences development,15 and 
Jamestown announcing that it will accept 
rent payments through cryptocurrencies 
for their properties in the United States 
with plans to expand to Europe. According 
to a company spokesperson, Jamestown’s 
program does not expose them, or their 
investors, to cryptocurrency volatility, as 
the firm works with an exchange agent to 
facilitate the conversion of cryptocurrency 
to cash for payment of rent.16

The confluence of digital assets has led to 
some experimentation with the conversion 
of real assets to digital tokens, such as the 
Bahnhofstrasse building in Zurich,17 and 
Britain’s Greenwich Peninsula project owned 
by Hong Kong SAR’s Henry Cheng.18 While 
these proofs of concept demonstrated 
the art of the possible in real estate 
tokenization, the combination of recent 
disruption in cryptocurrency markets along 
with regulatory uncertainty may have kept a 
lid on the growth of real estate tokenization. 
For example, US regulators have taken 
divergent views on how digital assets should 
be treated: as currencies, commodities, 
securities, or taxable property.19

Nevertheless, the promise of tokenization—
more efficient processing and the ability 
to tap into a large retail investor base—
suggests that real estate leaders should 
keep an eye on this developing trend. Over a 
quarter of respondents say their companies 
are researching tokenization, and almost 
half report being either in pilot or the early 
stages of implementation. 

Real estate and the metaverse
The metaverse has been at the leading 
edge of the hype cycle for several months 
now. The promise of operating in digital 
worlds has not escaped the notice of the 
financial services industry; several banks 
and insurance companies have opened 
digital branches in the metaverse. Indeed, 
in the largest single metaverse entity, more 
than US$350 million in virtual property 
transactions were made in 2021 alone.20 
Our survey respondents are dipping 
their toes into these digital waters: While 
21% expressed no interest in anything 
metaverse-related, at 35%, the share 
of those that are “researching” further 
capabilities exceeds any other identified 
emerging technology. 

While the notion of virtual real estate is 
interesting from a finance focal point of  
view, perhaps the more compelling  
use case for the metaverse in the near 
term is as an augmented form of AR/VR for 
design and to gather community feedback. 
Speaking of design, with the expansion of 
virtual work, the potential for metaverse-
based conference rooms could have longer-
term impacts on the design of office and  
other properties.21

For actionable recommendations on the 
above topics, please check out our full  
2023 Commercial Real Estate Outlook.
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Technology outlook: Moving from 
infrastructure investment to  
value realization
Most insurers had to ramp up digitization 
plans during the pandemic to transition 
practically overnight to a remote workforce 
and virtual engagement with customers. 
Overall, however, while technology 
transformation has often focused 
on enhancing internal efficiency and 
accelerating speed to market, that emphasis 
has begun to shift for many insurers to 
investments improving customer experience 
and bolstering data and analytics 
capabilities.22 The goal for 2023 and beyond 
should be to more fully realize the benefits 
of technology infrastructure investments to 
make insurers increasingly agile, innovative, 
and customer-centric. 

Carriers have frequently taken a piecemeal 
approach to technology modernization, 
transforming system by system, function 
by function, and app by app.23 Investment 
decisions have been mainly driven by 
shorter-term budget and feasibility 
considerations rather than achieving longer-
term competitiveness through improved 
customer experience.24  

A fundamental shift in perspective and 
priorities should, therefore, already 
be underway. Insurers still running IT-
dominated infrastructure projects should 
be shifting leadership of transformation 
initiatives to line of business and 
department heads collaborating with CIOs 
and CTOs in enabling roles. Technology 

strategies and investments should be 
tailored to differentiate insurers in customer 
segmentation, product support, and value-
added services, facilitating sustainable 
growth and profitability.

InsurTechs are helping to accelerate 
technology transformation in two 
fundamental ways. For one, legacy insurers 
are already facing increased competition 
from stand-alone InsurTechs designed for 
customer-centricity from their launch. At 
the same time, many carriers are benefiting 
from point solutions offered by enabling 
InsurTechs in underwriting, claims, and 
online distribution platforms, among other 
customer-facing functions.25

InsurTech investment boomed in 2021, 
drawing a record US$17.2 billion in 
funding—just slightly below the prior four 
years combined (figure 6), as demand for 
digital solutions rose during the pandemic, 
while more established startups looked to 
scale. Investment wasn’t nearly as robust in 
the first half of 2022; however, the US$4.64 
billion raised as of July 1 was already just 
short of the second-highest full-year total.26

Meanwhile, advancing data management 
and analytics maturity should also be one 
of the main agenda items for insurers. 
Many carriers still too often treat data as 
an infrastructure expense to be managed, 
rather than as a strategic asset that can help 
them learn more about customer needs and 
preferences in terms of products  
and services. 

A recent global survey and interviews with 
chief data officers by the Deloitte Center for 
Financial Services found that “upgrading to 
more holistic data management systems 
while empowering teams to collaborate 
on data across functions and business 
lines could help insurers capitalize on 
their data and analytics initiatives to 
accelerate innovation, bolster competitive 
differentiation, and ultimately sustain 
profitable growth.”27

Another possible facilitator might be 
adoption of low-code/no-code platforms—
visual software development programs 
allowing developers to drag and drop 
application components and integrate 
them, also referred to as “democratization 
of application development.”28 These 
can enable accelerated and streamlined 
software development via point-and-click 
instead of hand coding. 

Insurance CIOs and CTOs should consider 
these alternative development platforms as 
an agile way to create custom applications 
while lowering risks and costs. It could 
help insurers innovate more quickly with 
platforms of engagement while bolstering 
automation capabilities. For example, US-
based XN Worldwide Insurance adopted 
CoverGo’s no-code platform to advance its 
digital transformation goals and increase 
customer satisfaction by improving speed  
to market.29

Insurance  
Click here to view the entire 2023 Insurance Outlook.

https://www2.deloitte.com/us/en/insights/industry/financial-services/financial-services-industry-outlooks/insurance-industry-outlook.html
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Technology should enable the flipping of 
priorities from internal core considerations 
to externally focused “customer to core” 
initiatives. Such customer-centricity should 
help spur continuing adaptation and 
innovation that could set carriers apart in an 
increasingly commoditized market. It should 
also help insurers position themselves 
as more holistic risk management and 
mitigation consultants, rather than their 
historical emphasis on transactional risk 
transfer and indemnification. 

Cloud capabilities should be 
accelerating shift to customer centricity 
Transition to cloud platforms may well be 
the most significant technology initiative 
launched by insurers over the past few 
years, because of its potential impact 
throughout the value chain. Insurers have 
spent much time and money migrating 
data, systems, and applications to the 
cloud, laying the foundation for even more 
significant capability upgrades across 
functions and lines of business. Many have 
started establishing a fully native cloud 
platform on which individual applications 
can be built, configured, and operated. 

However, many are still struggling to realize 
cloud’s full business value beyond table 
stakes cost savings and efficiency gains. This 
is often because parts of legacy technology 
and non–cloud native applications remain 
in place, creating a hybrid operating system 
inhibiting interoperability.30 

To realize the full potential of cloud 
adoption, the platform should be seen as 
a means to an end, rather than an end in 
itself. Moving to the cloud should merely 
be the beginning of an ongoing transition 
encompassing more and more data, 
systems, and processes. However, while 
many carriers may have laid the cloud 
infrastructure, too often they still mimic the 
siloed manner in which operations were 
handled on legacy systems. This could limit 
their ability to take full advantage of cloud 
capabilities, as well as experiment, innovate, 
and transform their operations. 

Cloud should ultimately be treated like 
electricity— as a facilitator. People generally 
don’t talk about electricity powering light 
bulbs but focus instead on enhancing the 
lighting systems they enable. Cloud should 
be in the background, providing the means 
to forge ahead with more transformative 
changes, enabling cross-functional 
compatibility and easier orchestration 
among multiple systems and applications. 

While older forms of architecture may have 
also intended to offer interoperability, that 
goal is likely to be more attainable with 
cloud-based modular architectures and 
application programming interfaces (APIs), 
which can enable various systems to be 
integrated in a plug-and-play manner. 

Ultimately, cloud should be helping insurers 
improve customer experience by bolstering 
digital capabilities and deepening their 
understanding of policyholder needs and 
preferences through cross-functional 
applications and data analytics. 

Still, even as most insurers have begun 
to modernize operations through cloud 
adoption, many remain uncertain how 
to effectively piece together all their 
data, applications, and systems on the 
cloud—especially those areas particular 
to insurance. This has prompted the 
emergence of providers with “industry 
cloud” solutions for underwriting, policy 
administration, claims, and other insurance 
value chain elements to layer atop more 
generic platforms offered by hyper-scalers. 

“Industry clouds can hypercharge an 
organization’s capacity to change. Their 
preconfigured capabilities kick-start the 
digital build, and continuous innovation-
led investment from ecosystem partners 
allows users to achieve greater nimbleness, 
scalability, stability, and optionality,” 
Deloitte noted in a report on industry cloud 
opportunities.31 The report added that 
industry clouds can “allow organizations to 
focus internal time, energy, and resources 
on the most critical and strategic tasks in a 
highly competitive tech talent environment.” 

Now that many insurers have moved 
core systems onto the cloud, the next 
challenge will likely be to focus on micro-
improvements utilizing cloud-based 
applications specific to their business.  
This is where industry cloud providers 
should prove helpful, creating an API layer 
making it easier to plug and play segment-
specific functionality onto a more general  
cloud foundation. 
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As illustrated in figure 2, it is likely that cloud 
native architectures will not revolve around 
central core systems. Rather, the core 
itself becomes just one part of a broader 
infrastructure integrating front- and back-
office elements. These various applications 
should be able to harmoniously coexist on 
the cloud, sharing data and supporting one 
another seamlessly.
 
A cloud-based infrastructure also should 
enhance the usability and effectiveness of 
different application systems, such as AI 
and advanced analytics. These capabilities 
should become more consumable when 
embedded within the cloud as part of any 
new technological function added, rather 
than as a separate system. As Deloitte’s 
State of AI in the enterprise, 2nd edition 
report concluded: “By using cloud services 
as a gateway, it’s never been easier to 
explore and access AI’s potential—with 
minimal upfront investment and a reduced 
need for in-house expertise.”32

Insurers should also take into account 
geographic factors affecting cloud 
implementation—especially regulatory 
differences. The EU, for example, sets 
General Data Protection Regulation 
standards specifically on how companies 
should process and protect EU citizens’ data 
hosted on cloud platforms.33 Related data 
storage compliance laws around the world 
also should be taken into account when 
considering cloud options, particularly for 
multinational carriers. 

The next leg of the cloud journey—moving 
remaining systems and industry-specific 
functions onto the cloud while making them 
more interoperable—could take time to 
implement. But insurers should already 
be taking steps to overcome lingering 
legacy obstacles preventing full realization 
of their cloud infrastructure’s potential. 
This can enable carriers to amplify system 
capabilities while making data more 
accessible and actionable. They could then 

leverage cloud as a driver of innovation, 
differentiation, and growth. 

However, as insurers continue to modernize 
their infrastructure and data management 
systems on and off the cloud, many 
questions should be raised and capabilities 
put in place to address increased frequency 
of cybersecurity attacks and expanding 
global privacy regulations, in collaboration 
with multiple stakeholders across IT, risk and 
compliance, business lines, and functions. 
For example, where will data be stored 
geographically? Are there appropriate 
controls to request and manage access? 
How is data being protected by cloud 
providers? How is access monitored, 
managed, and authorized? How are insurers 
tracking data assets throughout their 
life cycle from creation to disposal? Such 
considerations can be further complicated 
as insurers increase adoption of public  
cloud platforms.

Figure 2. What should a cloud-native architecture look like for insurers?

An agile and modular architecture with the ability to plug and play apps should enable greater innovation and differentiation

Source: Deloitte analysis

Application layer Potential advantages of cloud native system

Industry cloud layer

Underlying cloud infrastructure

Core system Claims platform Underwriting

Data and analytics CRM Distribution  
systems

Policy 
administration AI & ML

 • Core becomes one part of a broader ecosystem on a 
cloud-native platform

 • Applications are modular—easily plugged in and played,  
or replaced as necessary

 • Data from multiple internal and external sources is 
streamed right at the point of usage, and is easily    
consumed and shared across apps

 • Industry cloud providers contextualize the underlying 
platform for insurance-specific uses

 • API layer should make it easier to add customized    
functionality on top of cloud foundation

 • Hyperscalers provide underlying cloud infrastructure  
in a more secure environment
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Investing for advantage
Digital transformation involves investing 
in new technologies to improve the client 
experience, gain operational efficiencies, 
and, for investment managers, potentially 
generate alpha. There are multiple stages of 
digital transformation, as described in this 
Deloitte research, ranging from incremental 
process improvement to creating new 
business operating models. The efforts 
underway in investment management often 
fall in the middle where process changes 
are dramatic —using new data sources and 
analytical capabilities to enable new product 
development. Deloitte research shows 
that as projects get more comprehensive, 
leading practices tend to call for more 
hands-on leadership from the C-suite. 
Higher leadership is beneficial because 
cross department process transformation 

generally needs more coordination and 
collaboration.34 The connection between 
progress on the digital transformation 
journey and improving culture is remarkably 
strong. Of the few respondents from our 
2023 investment management outlook 
survey who reported that their firm were 
very far along in their digital transformation 
journey, 80% also reported that their 
firm’s culture got much stronger since the 
beginning of 2022 (figure 3). 

Often when the finance department 
gets a digital transformation makeover, it 
leads the way for other departments. In 
one area where there is a significant gap 
(blockchain spending), we found that finance 
is expecting greater investment than other 
departments. This sort of gap is likely easier 
to manage, but still needs to be resolved to 
maximize efficiency.

Generating Alpha
Three technologies that can contribute 
directly to alpha generation (although they 
are not exclusively for alpha generation) 
are AI, data acquisition and processing, and 
data analytics. In terms of spending in these 
technologies by region, North American 
respondents plan greater spending 
increases compared to  
their counterparts in Europe and  
Asia Pacific (figure 4).

For two of the three potentially alpha 
generating technologies, AI and data 
analytics, respondents who expect 
a large increase in spending have 
a higher probability, 53% and 54% 
respectively, of having significantly better 
revenue prospects in 2023 compared 
to respondents who did not expect 
large increases in spending on these 
technologies. The connection between 
technology implementation and revenue 
is in the application. Many investment 
management firms are applying these 
technologies to incorporate new datasets 
into the investment decision process, and to 
streamline front- to back-office integration 
in their core operating systems. These 
developments can lead to information 
advantage through better, faster investment 
decisions, supported by tighter systems and 
data integration. 

In general, information advantage 
historically has provided investment 
managers with reliable outperformance. 
Active investment managers prioritize 
research and analysis in their efforts to 
create information advantage. Advanced 
technology is becoming a more frequently 
used path to legitimately generate it. 
AI and data analytics are some of the 
latest technologies being deployed in the 
competitive war for information advantage.

Investment 
Management  
Click here to view the entire 2023 Investment Management Outlook.

Figure 3. Firms far along in their digital 
transformation journey are more likely 
to have a stronger culture

Percentage of respondents who said that 
 since the beginning of 2022:

80% 80%

20% 20%

Firms with strong 
digital  transformation

Firms without strong 
digital  transformation

The firm's culture became much stronger

The firm's culture didn't become 
much stronger

Source: Deloitte Center for Financial Services 2023 
Investment Management Outlook Survey.

https://www2.deloitte.com/us/en/insights/topics/strategy/leadership-in-digital-transformation.html
https://www2.deloitte.com/us/en/insights/industry/financial-services/financial-services-industry-outlooks/investment-management-industry-outlook.html
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Quantum Computing – A potential 
emerging capability
Quantum computing technology has 
emerged from research-lab novelty 
technology to the cusp of practical 
application, in a matter of just decades. 

There is an abundance of uncertainty 
about the timing of the first enterprise-
level commercially available application 
of quantum computing. The investment 
management industry has plenty to 
gain from this technology especially in 
terms of optimizing portfolio risk and 

return calculations. Several investment 
management firms are already staffing 
quantum computing specialists to apply 
the technology as it becomes commercially 
available. While it’s unclear when this 
technology will be commercially viable, the 
amount of money being invested in it has 
grown exponentially over the past three 
years. In addition, patent development has 
also accelerated exponentially over the past 
five years. This increased focus on funding 
and technological innovation is likely to drive 
progress and the investment management 
industry may be a beneficiary. 

Quantum computing may not deliver 
information advantage in 2023, but when 
it does, the technology has the potential 
to deliver differentiated results. However, 
knowledge on the application of quantum 
computing, unlike previous technologies, 
isn’t necessarily transferrable. It may take a 
year or two for employees to become fully 
productive using the technology. Firms that 
are investing in these capabilities in 2023 
are likely to be the first movers when it does 
become commercially viable.

Figure 4. North American respondents plan greater spending increases on alpha generating technologies than those in Europe 
and Asia Pacific 

70%
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30%
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10%

0%

40% 40%

24%
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16%
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34%
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38%
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12%

33%
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17%
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16%
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and processing 
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Data 
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Data 
analytics

Data 
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Source: Deloitte Center for Financial Services 2023 Investment Management Outlook Survey.
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Operating Efficiently
Digital transformation leads to operational 
efficiency, improving the organizational 
culture along the way. Just as they say in 
sports, winning is habit forming, there’s 
so much that comes with an improved 
organizational culture. Our survey shows 
that respondents from firms that are 
satisfied or very satisfied with their digital 
transformation process are more than twice 
as likely (42% vs 18%) to be in firms with 
cultures that have gotten much stronger 
since the beginning of 2022, supporting the 
virtuous cycle concept. In addition, firms 
that report being far along on their digital 
transformation journey also report greater 
success at cost reduction. As high as 90% of 
respondents who reported that they are far 
along in the digital transformation journey 
also reported that they have fully or almost 
fully realized the benefit of cost reduction 
from digital transformation compared  
to 41% of respondents whose firms are 
not far along in their digital transformation 
journey (figure 5). 

In our survey, we focused mainly on 
technologies such as cloud computing and 
storage, robotic process automation (RPA), 
and blockchain for operational efficiency. 
We found that 16–17% of respondents 
expect a large spending increase over 
the next 12–18 months for each of these 
technologies (figure 6). It is noteworthy that 
spending for cloud computing and storage 
is likely to be much higher in absolute dollar 
terms than in spending for blockchain and 
distributed ledger technologies. These are 
increases relative to prior spending rates at 
each firm. Further, RPA projects represent 
a mature technology that may have 
been purposefully dialed back, based on 

previous survey results, as IT resources were 
directed to virtual work-related technology 
implementations. In the current stage of the 
pandemic, coupled with a midyear economic 
slowdown in 2022, RPA may well be an 
attractive technology to counter-balance 
heightened staff departures, in addition 
to providing direct cost savings from the 
inherent efficiencies. 
 
Technology-driven change may not only 
improve firm culture but can also help 
reduce costs. Clearly, firms are abandoning 
old-fashioned ways and gravitating toward 
doing things the new and efficient way.

Figure 5. Firms far along in their digital 
transformation journey are more likely 
to have realized cost reduction benefits

Percentage of respondents who said their firm:

Realized cost reduction benefit from  
digital tranformation

Did not realize cost reduction benefit 
from digital tranformation

Source: Deloitte Center for Financial Services 2023 
Investment Management Outlook Survey.
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Figure 6. Most firms are expecting an increase in spending on  
efficiency-enhancig technologies
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Source: Deloitte Center for Financial Services 2023 Investment Management Outlook Survey.
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Cybersecurity 
Cyber risk is one of the most pressing 
governance concerns for businesses, so 
it’s no surprise that cybersecurity received 
the most respondent indications (17%) 
of a large increase in spending of the 
technologies presented (figure 7). This 
spending increase is from a mature base 
given that cybersecurity has been a top 
priority for several years running. The 
primary driver for the risk is the increase 
in ransomware attacks by both state and 
nonstate actors on digital as well as physical 

infrastructure.39 Investment management 
firms share similar—if not greater—risk 
than firms in most other industries. Since 
investment management is an intellectual 
property business, the principal investment 
management assets are either information 
processes or the data interacting with 
those processes. Being locked out of data, 
quite literally, could stop an investment 
management firm from functioning. 
 
New developments are coming to 
cybersecurity. In the last few years, a Zero 

Trust approach to user authentication has 
emerged for security within the perimeter 
of the protected space, making it harder for 
bad actors to navigate once inside.40 The 
Zero Trust approach has five pillars, and 
assumes that bad actors have already or will 
enter the systems network. The five pillars 
are identity, device, network, application 
workload, and data.41 An interesting 
development that is likely to emerge over 
the course of 2023 is the advancement of 
the data encryption process under the  
US Cybersecurity and Infrastructure Security 

Figure 7. Many respondents expect an increase in spending on cybersecurity and 
data privacy over the net 12–18 months

Repondents expecting a large increase in spend

Repondents expecting a slight increase in spend

Source: Deloitte Center for Financial Services 2023 Investment Management Outlook Survey.
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