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Executive Summary

Banking institutions face an unprecedented technology issue that threatens their competitive sur-
vival. With 87% of IT budgets consumed by legacy system maintenance and fintech competitors
delivering new features 4-6 times faster, the time for incremental change has passed. Legacy Java
systems have evolved from competitive assets into potential liabilities that can constrain growth,
increase security risks and impede regulatory compliance.

This brief presents the business case forimmediate Java modernization action, supported by industry
data, proven strategies and measurable ROI projections. Banks that delay modernization are likely
to face escalating costs, competitive disadvantage and regulatory risk.

The Scale of the Challenge

Financial 87% of IT budgets on $57B annual legacy spending
maintenance by 2028
Competitive 4-6 month feature delivery vs  Fintech growth 3x faster than
2-4 weeks traditional banking
Technical 29-50% still on Java 8 (2014) 329 security vulnerabilities in
6 years
Talent Aging legacy workforce Cannot attract top technical
talent

The competitive vulnerability issue is particularly acute. While traditional banks require months to
deliver new features, fintech competitors accomplish equivalent functionality in weeks. Meanwhile,
83% of customers demand seamless omnichannel experiences that legacy systems cannot deliver,
and 55% of banks identify legacy systems as their primary barrier to digital transformation.



https://ibsintelligence.com/ibsi-news/core-banking-crisis-55-of-banks-cite-legacy-systems-as-top-barrier-to-transformation/
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Regulatory and Security Imperatives

Compliance Deadlines Create Non-Negotiable Timelines

Basel III implementation completed in the EU (July 2024) with US implementation proposed for July
2025 imposes 9-16% additional capital requirements that demand automated, efficient systems.
Open Banking mandates now legally require API-first architecture in expanding global markets, while
PSD2 compliance necessitates secure third-party access that legacy architectures cannot provide.

Security Vulnerabilities Expose Critical Risk

The 2021 Log4Shell vulnerability demonstrated how ecosystem-wide vulnerabilities can expose
entire institutions simultaneously. Java-specific deserialization attacks enable total system compro-
mise, while legacy systems often cannot be patched quickly or safely. Modern security frameworks
remain incompatible with legacy architectures, creating authentication gaps that expose institutions
to sophisticated cyber threats.

Proven ROI from Strategic Modernization

Cost Reduction 70% with proven principles Hundreds of millions in savings

Development Speed 95% faster functionality Competitive time-to-market
delivery advantage

Operational Efficiency 50% reduction in IT costs Significant budget reallocation

to innovation

System Performance 3x improvement in metrics Enhanced customer
experience
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Case Study: ING Bank Transformation Success

ING Bank's transformation demonstrates enterprise-scale feasibility: 1.5 million lines of COBOL
code migrated to Java within 18 months, with over 2 billion transactions validated for accuracy.
The project delivered substantial cost reduction, improved scalability, and enhanced maintainability
while achieving thread safety for parallel transaction processing.

Strategic Modernization Framework

McKinsey research identifies progressive modernization as the optimal approach for banking institu-
tions, adopted by 40% of banks pursuing transformation. This strategy balances risk with progress
through gradual replacement using APIs and modern interfaces while maintaining business continuity.

The Strangler Fig Pattern: Technical Implementation Strategy

The Strangler Fig pattern provides a proven framework for safe migration:

» Facade Creation - New systems intercept and route requests

- Incremental Migration - Components move systematically to modern platforms
» Parallel Operation - Legacy and modern systems coexist during transition

« Progressive Decommission - Legacy components retired safely upon validation

This approach minimizes operational disruption, enables continuous business operations, and allows
learning and adjustment throughout the transformation.

Technology Platform Strategy

Framework Optimal Use Case Key Banking Benefits
Spring Boot Enterprise integration, rapid Most widely adopted, compre-
development hensive ecosystem
Quarkus Cloud-native microservices 90% memory reduction, 70%
less CPU usage
Jakarta EE Standards compliance, large-  Vendor-neutral, enterprise
scale applications security


https://softwaremining.com/news/ING-Bank-Mainframe-Modernization.jsp
https://www.mckinsey.com/capabilities/mckinsey-digital/our-insights/tech-forward/how-banks-can-achieve-next-generation-legacy-modernization
https://insights.samsung.com/2025/03/17/legacy-or-limitation-transforming-technology-for-banking-in-the-future/
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https://medium.com/@mesfandiari77/spring-boot-vs-quarkus-vs-micronaut-choosing-the-right-java-framework-for-your-web-application-354f7ac08b02
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Enterprise-grade Java platforms like Payara Qube provide flexible deployment options supporting
diverse all major Java frameworks and modernization strategies. These solutions enable compre-
hensive enterprise transformations through cloud-optimized microservices, fully managed services
that reduce operational overhead, and flexible deployment models supporting progressive migra-
tion approaches.

Implementation Roadmap

Phase 1: Strategic Assessment (Months 1-3)

Comprehensive legacy system inventory and technical debt analysis, business case development
with specific ROI projections, stakeholder alignment and executive sponsorship establishment, plus
technology platform evaluation and vendor selection.

Phase 2: Foundation Building (Months 4-9)

API strategy definition and initial implementation, container platform deployment with pilot project
execution, security framework design for modern architecture requirements, and comprehensive
team capability building.

Phase 3: Progressive Migration (Months 10-24)

Systematic service extraction and microservices implementation while maintaining parallel system
operation with gradual traffic migration. Requires continuous monitoring and performance optimi-
zation alongside regulatory compliance validation.

Phase 4: Optimization and Scaling (Months 25-36)

Legacy system decommissioning upon validation, advanced feature implementation leveraging
modern capabilities, partner ecosystem integration through API platforms, and full realization of
operational efficiency gains.
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Critical Success Factors

Factor Implementation Requirement Risk Mitigation
Executive Leadership Sustained C-level commitment Regular steering committee
reviews
Progressive Strategy Balanced approach prioritizing  Parallel system operation
continuity
API-First Architecture Foundation for future flexibility Comprehensive testing
protocols
Platform Selection Enterprise-grade banking Vendor stability and support
solutions
Change Management Organizational transformation  Training and capability building
approach

The Cost of Inaction

Delaying modernization can create escalating consequences across three critical dimensions:

Financial Impact

Increasing maintenance costs as legacy systems age, growing technical debt requiring exponentially
larger future investments, and competitive revenue loss to more agile fintech competitors.

Operational Risk

Decreasing system reliability with increasing downtime incidents, inability to meet regulatory com-
pliance requirements, and security vulnerabilities exposing institutional and customer data.

Strategic Limitation

Prevention of digital transformation initiatives, reduced capacity for merger and acquisition integra-
tion, and exclusion from emerging financial services ecosystems.
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Immediate Next Steps

Timeline Critical Actions Expected Outcomes

Next 30 Days Legacy assessment, business  Quantified transformation

case development, executive scope and ROI
committee formation

Next 90 Days API strategy definition, plat- Foundation for systematic
form selection, pilot project modernization
initiation

12-36 Months Progressive migration execu-  Competitive advantage and
tion, compliance validation, operational efficiency

optimization

Conclusions

The imperative for legacy Java modernization in banking is clear and urgent. Industry data demon-
strates both the escalating cost of inaction and the substantial benefits of strategic transforma-
tion. Banks that begin modernization now—following proven progressive approaches and selecting
enterprise-grade platforms—will achieve competitive advantage, regulatory compliance, and oper-
ational efficiency.

The question is no longer whether to modernize, but how quickly transformation can begin and how
effectively it can be executed. Success requires immediate action, strategic planning, and commit-
ment to comprehensive organizational change.

The transformation journey begins with a single step. For banking institutions ready to break
free from legacy constraints and build competitive advantage through modern Java platforms,
the time to act is now.

To explore how enterprise Java deployment solutions can accelerate your modernization journey,
schedule a demonstration of Payara Qube and discover flexible deployment options specifically
designed for financial services transformation requirements.



https://www.payara.fish/products/payara-qube/
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Interested in Payara? Book a Free Consultation

sales@payara.fish UK: +44 800 538 5490 www.payara.fish
Intl: +1 888 239 8941
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