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Abstract— With the constant change in the field of 

technology, cloud computing is expected to be one of the 

fast-growing technology. Adoption of cloud computing 

continues to gain momentum across wide range of 

organizations including financial firms. Even though cloud 

computing was not readily accepted in the field of banking 

due to certain security issues, times have now changed. Now 

the banks are slowly able to see the advantages that cloud 

computing holds for them as an organization. With the 

change in technology, banks and other financial firms have 

started opting for cloud computing due to a variety of 

reasons. Through this paper we have tried to shed light on 

some of those reasons that makes cloud computing such a 

hot and debatable topic in recent times. With the help of 

some research done earlier in this field, we have tried to 

understand and study what the future of cloud computing 

could be in the banking industry. 
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I. INTRODUCTION 

To start with, there is no single definition of cloud, nor is 

there a particular set of criteria that banks and financial 

firms take into consideration while making their decision. 

For some organizations cost may be the driving factor, but 

for others there are certain benefits that must be calculated 

against the concerns that hold them back, which includes 

data protection and customer security.  

By providing unlimited hardware and software resources on 

a pay-as-you-use basis over the internet, cloud computing 

cuts down costs, allows innovation and the flexibility to 

respond to change.  Earlier the banks were not ready to 

embrace technologies like cloud computing, especially on 

security grounds. In addition to this, there were other 

challenges too, such as regulation, compliance, 

interoperability, reliability and cloud management.   

As time passed, it is observed that banks and 

financial institutes have started to fully understand the 

benefits of implementing cloud and provide better services 

to their clients. Many firms believe that cloud will play an 

important part in their upcoming strategies.  Implementation 

of cloud in the finance domain will have the following 

benefits: 

 Cut costs: It will be very easier for the banks to 

update their IT infrastructure. They only pay-on-

demand meaning, pay only for the hardware and 

software they need. Because of the above reasons, 

the banks will not have to worry about hardware, 

software and the related labour. 

 Flexibility and scalability: As per requirements, 

banks can scale up and scale down technology. The 

cloud enables banks to respond to changing 

markets, various technological and customer needs. 

 Efficiency:  Due to better efficiency ratios and 

operating leverage, inheriting cloud drives out 

complexity between technology and business 

operations. 

 Faster response time: Cloud computing allows 

development of new and bundled products more 

easily.  It delays procurement hardware and 

software delays. Industries would be able to access 

bank systems from anywhere at any point of time.  

Along with a number of benefits that cloud computing 

offers, there are challenges too that follow with it. They are 

as follows: 

 Security and compliance: Security of data is of 

utmost importance when it comes to confidential 

information. Service Level Agreements (SLAs) are 

a must.  Banks need to demand strict safety 

measures from suppliers and ensure new 

applications meet the latest and most rigorous 

security standards. 

 Reliability: This ensures that applications and data 

are available in the event of a natural disaster or an 

unpredictable event. Banks and financial 

institutions need to have proper SLAs in place, 

complete with guarantees, end-game scenarios and 

remedies if a provider fails to meet service levels. 

 Interoperability: Banks or Financial institutes will 

need to ensure that data and applications can be 

moved across various cloud environments from a 

number of cloud service providers. They should 

look to develop a single interface and management 

layer that can function across different platforms 

internally and externally. 

 Regulation: The rules governing the cloud differ 

from country to country. Many countries’ data 

protection laws impose constraints on where data is 

kept, limiting take-up.  

II. WHY ARE BANKS MOVING TOWARDS CLOUD 

COMPUTING? 

Cloud computing in itself is not a very new concept. It has 

been there for quite some time now. But after nearly a 

decade that banks have started to warm up to cloud 

computing and begin to realize its importance in the banking 

sector. They had their past hesitation about trusting their 

data to outsiders. One reason for this shift is that vendors of 

public cloud services have assured the banks of more 

reliable and secure services. To improve security, cloud 

providers are encrypting the data in storage as well as in 

transit. Significant investment has also been made in identity 

and access management.  

One of the main uses of cloud computing in banks 

is application testing and development. Banks require 

technology for thorough testing of applications developed 

for their customers. This process usually takes about three to 

six months, hence investing in equipment to test doesn’t 

make a lot of sense when it is for such a short duration. In 

the next phase of cloud adoption for banks, they're starting 

to use human resources, accounting and operations apps in 

public clouds.  
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Some of the areas of operations where Cloud Computing 

can prove beneficial to Banks are: 

1) Analytics: Integrate customer data across various 

banking platforms for real-time purposes. 

2) Business Services: Provide third-party services to 

support customer’s everyday buying and paying 

needs. 

3) Collaboration: Enable employees across various 

branches to access trading and banking systems via 

security-rich cloud infrastructure. 

4) Desktop and Devices: Private cloud can be 

deployed to centralize the management of desktops 

which allows for greater remote flexibility. 

5) Development and Training: Facilitate the bank’s 

employees to quickly and easily create virtual 

environment for development and training 

purposes. 

6) Industry Applications: Enable payment providers to 

standardize and modernize transaction processing. 

7) Infrastructure Storage: Provide banks with scalable 

storage solutions to meet real-time demands. 

8) Managed Backup: Easy to backup bank’s critical 

business data in event of a disaster. 

9) Security: Enforce active security which ensures if 

corporate governance and banking IT policies are 

maintained. 

III. CURRENT SCENARIO 

Banking and Financial  Institutions are possibly the most 

advanced in terms of technology adoption to run their 

business, to the extent that business is impacted significantly 

even with millisecond response time variations. Most of 

these institutions use technology as a key differentiator and 

almost all their products and services realize their core value 

proposition through technology. Financial Institutions are 

typically classified based on total assets they manage, 

service lines they cover as well as geographies they are 

present in. The characteristics of the IT portfolio for these 

institutions are closely dependent on the product & service 

lines, customer segments addressed and geography 

presence. Retail Banking organizations have different 

requirements as compared to Capital Market institutions. 

Over the last few decades, Financial Institutions have been 

at the forefront of technology adoption and are seen as the 

biggest drivers and consumers of technology innovation. 

Due to the nature of the business, dependency on 

technology, quantum of IT investments and their exposure 

to market variations, most organizations exhibit the 

following from an IT perspective. 

Cloud computing is changing how customers 

interact with data. This exchange of information between 

corporations and customers will ultimately impact how the 

financial industry does business. As data protection is a 

common concern for companies considering cloud services, 

encryption and tokenization functions emerged a stop 

security tools required by financial institutions. Both early 

adopters and prospective users of cloud desire encryption 

capabilities; however, a very few actually implemented data 

encryption solutions for the cloud. Others reported that 

Ownership of the encryption keys is a concern. As critical 

data must be kept confidential, access to the encryption Key 

implies access to the data. As such, enterprises often prefer 

owning the keys outright on--‐premises rather than being 

hosted in the cloud. As for data anonymization techniques, 

such as tokenization or masking, fewer organizations are 

currently deploying such measures when migrating to the 

cloud. Tokenization and masking are often used to protect 

critical customer information, PIIs, PHIs, and also Data with 

specific residency constraints. We see that encryption and 

tokenization continue to play a Critical role in the financial 

industry, both for securing in--‐house computing and for 

migration to the cloud. 

IV. FUTURE OF CLOUD COMPUTING IN BANKING 

With the banking executives finally starting to trust and see 

the obvious advantages of using cloud computing, we need 

to remember that cloud computing is not a destination but a 

journey. Mostly there are early adopters who have already 

adopted cloud computing in their day to day business but 

there are also some with the “wait and see” attitude who are 

still not sure about adopting cloud in their business. 

Given their concerns around security and control, 

banks must consider looking at external clouds and can 

follow an incremental approach by applying cloud 

computing to non-core operations first. The banks can start 

with fewer applications and gradually move more to the 

cloud as they see the benefits of adopting this technology. 

Finally, the banks need to realize that as it is all about 

‘business model transformation’. To achieve business agility 

for the next level of growth and to define its winning 

strategy, the key is that each bank starts working on a cloud 

reference architecture. 

In the coming times, banking firms will start 

leveraging Hybrid Cloud architecture as they will realize the 

benefits i.e. cost, speed, and efficiency while balancing 

requirements like security, compliance and quality of 

services across various banking functions. A hybrid cloud 

model enables banks to garner the benefits of cloud 

computing while also maintaining the security and 

confidentiality of their data [1]. As most banks segregate 

their data into different segments of sensitivity from “low 

level” containing data that is published widely with any 

restriction to “ultra-secure” data that is only accessible by 

the top decision makers. Keeping this in mind, banks will 

have to implement their cloud to have appropriate security.  

Cloud computing is not restricted only to its conventional 

uses in the banking field but it is also being started to made 

use of for mobile applications, innovation testing and micro-

banking [1]. 

1) Mobile banking: Cloud computing is now used by 

banks to offer mobile applications to their online 

banking customers and partners who can use it for 

checking balance, ordering new chequebooks or for 

stopping payment orders. 

2) Innovation testing: Banking services are 

increasingly advancing towards new R&D services 

by testing any new services prior to sending it for 

production. 

3) Micro banking: Micro banks are being used to run 

their entire business on cloud computing which is a 

new trend of cloud services in developing 

countries. 
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V. CONCLUSION 

Banking business has changed remarkably over the last 

decade, with the increasing embedding of technology into 

Business. We believe that Cloud Computing will prove very 

attractive to Financial Institutions, primarily due the fact that 

it provides the next generation value in IT with innovative 

and flexible business models. In this research paper, we saw 

the benefits and challenges of cloud computing 

implementation in the financial sector, along with the 

various techniques that are used in present times.  We also 

discussed combining cloud computing with the financial 

sector in coming future. 
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