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THE COMPOSABLE PARADIGM: MAKING SMART BUILDVERSUS-BUY DECISIONS 

Today's financial technology decisions require thinking beyond simple cost comparisons. Recent analysis of 
modernization projects shows that organizations taking a comprehensive approach to these decisions typically 
reduce total cost of ownership by 25-40% while delivering better business outcomes. Success stems from 
understanding that the real question isn't whether to build or buy, but how to optimize the mix of internal 
development and vendor solutions. 

The financial services industry is moving away from monolithic architectures toward what industry experts call the 
"composable enterprise." This shift represents more than just a technology change—it's a fundamental reimagining 
of how trading and investment platforms should be built and maintained in an era of rapid market evolution. 

 

UNDERSTANDING THE COMPOSABLE PARADIGM 

At its core, the composable enterprise represents a departure from the traditional monolithic systems that have 
dominated financial institutions for decades. Instead of massive, all-encompassing platforms, institutions are 
moving toward an ecosystem of interconnected, specialized capabilities that can be assembled and reassembled 
as business needs evolve. 

This shift is being driven by several market realities. The API economy has firmly established itself in capital 
markets, transforming how applications communicate and share data. Modern vendors understand this new 
paradigm and are increasingly positioning themselves as ecosystem participants rather than attempting to own the 
entire trading desktop. This fundamental change enables institutions to select best-of-breed solutions for specific 
workflows while maintaining system cohesion through well-defined integration points. 

 

THE FOUR PILLARS OF COMPOSABLE ARCHITECTURE 

The transition to a composable enterprise rests on four fundamental principles: 

1. Modular Functionality: Modern financial technology must be built around discrete, independently 
deployable components. For example, rather than having a single trading platform that handles everything 
from order management to post-trade processing, institutions can deploy specialized modules for each 
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function. This modularity extends beyond just software architecture – it encompasses business processes, 
data flows, and even organizational structures 

 
2. API-First Design: The success of composable architecture depends heavily on robust integration capabilities. 

Modern financial systems must expose well-documented APIs that allow for seamless communication 
between components. This isn't just about technical integration – it's about creating a flexible foundation 
that can adapt to changing business requirements without requiring massive system overhauls 

 
3. Data Independence: In the composable enterprise, data is treated as a first-class citizen, independent of any 

particular application. This represents a significant departure from legacy systems where data is often 
tightly coupled with specific applications. Modern architectures establish central data repositories that serve 
as a single source of truth, accessible through standardized interfaces 
 

4. Workflow Orchestration: The ability to orchestrate workflows across different components becomes crucial 
in a composable architecture. This requires sophisticated workflow engines that can manage complex 
processes spanning multiple systems while maintaining data consistency and regulatory compliance 

 

A FRAMEWORK FOR VENDOR SELECTION 

The journey from legacy systems to modern architecture demands a more sophisticated approach to vendor 
selection than traditional RFP processes can provide. Successful vendor selection requires a framework that 
balances technical capabilities, operational requirements, and strategic objectives while managing the inherent 
risks of technology transformation. 

 

REDEFINING REQUIREMENTS DISCOVERY 

The foundation of effective vendor selection lies in a thorough understanding of both current state limitations and 
future state possibilities. Traditional approaches often begin with a simple feature checklist, but this superficial 
analysis fails to capture the complexity of modern financial technology needs. 

Organizations need to document requirements at what we call the "atomic level" - the smallest meaningful unit of 
functionality that delivers business value. This granular approach enables true apples-to-apples comparisons 
between vendors and helps identify potential gaps in functionality that might otherwise go unnoticed until 
implementation.  

For example, when a seemingly simple requirement like "real-time risk management" is broken down to the atomic 
level, it typically expands into over thirty distinct capabilities, including real-time margin calculation, pre-trade 
compliance checks, and position limit monitoring. This detailed analysis often reveals significant gaps between 
vendors claimed and actual capabilities. 

 

THE THREE HORIZONS OF REQUIREMENTS 

Requirements typically fall into three distinct horizons, each requiring different evaluation approaches: 
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§ The first horizon encompasses immediate operational needs - the capabilities required to maintain current 
business operations and meet existing regulatory obligations. These requirements are typically, the easiest 
to document but can often be the most rigid due to existing workflows and regulatory constraints 
 

§ The second horizon focuses on strategic capabilities that enable future growth and innovation. These 
requirements are more fluid and require careful evaluation of vendors' product roadmaps and development 
philosophies. API extensibility requirements often fall into this category, anticipating future needs to 
integrate with emerging fintech solutions 
 

§ The third horizon addresses "sunset capabilities" - functionality currently maintained in legacy systems that 
organizations want to phase out. One often-overlooked aspect of vendor selection is identifying 
opportunities to eliminate unnecessary complexity. The right vendor solution can often help consolidate 
and eliminate redundant legacy systems 

 

CONSTRUCTING THE TOTAL COST OF OWNERSHIP MODEL 

Traditional TCO models often fail to capture the full financial impact of technology decisions in financial services. 
Direct costs - such as software licenses and hardware - typically represent less than 40% of the true total cost of 
ownership. 

A comprehensive TCO analysis must consider several key cost categories: 

§ Integration Costs: The complexity of integrating new systems with existing infrastructure often becomes 
the largest single cost component. This includes not just technical integration work, but also, data migration, 
testing, and validation efforts. Integration costs frequently exceed software license fees by a significant 
margin 
 

§ Operational Impact: Changes in technology inevitably lead to changes in operational processes. The cost of 
retraining staff, updating procedures, and managing the transition period must be carefully considered. 
Organizations frequently underestimate the operational impact of technology changes, particularly in high-
pressure trading environments where even minor workflow changes can have significant implication 

 
§ Risk Management and Compliance: Financial institutions must factor in the costs of ensuring new systems 

meet regulatory requirements and internal risk management standards. This includes costs for additional 
controls, audit trails, and compliance reporting capabilities. Compliance-related customization can add 25-
30% to the base system cost 
 

§ Knowledge Management and Support: The cost of maintaining expertise in new systems goes beyond 
initial training. Organizations must consider the ongoing costs of keeping staff current with system updates, 
managing vendor relationships, and maintaining internal support capabilities 

 

THE IMPLEMENTATION REALITY CHECK 

One critical aspect of vendor selection that often gets overlooked is implementation feasibility. A vendor's solution 
may look perfect on paper but prove challenging to implement in practice. A "reality check" analysis should examine 
three key dimensions: 
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§ Technical Feasibility: Beyond basic functionality, organizations must evaluate whether a vendor's solution 
can realistically operate within their technical constraints. This includes assessing performance 
requirements, infrastructure compatibility, and scalability needs. Performance requirements like ultra-low 
latency often prove particularly challenging to meet in practice 
 

§ Operational Readiness: Organizations must honestly assess their ability to implement and operate new 
systems. This includes evaluating internal expertise, support capabilities, and change management 
capacity. Technically superior solutions sometimes must be passed over when organizations lack the 
internal capabilities to implement them effectively 
 

§ Timeline Alignment: Implementation timelines must align with business constraints and regulatory 
deadlines. Organizations should be particularly skeptical of vendors' timeline estimates, especially for 
complex integrations. Financial technology implementations typically take 40% longer than initially 
estimated 

 

OPERATIONAL CONTINUITY RISK 

The most immediate concern for many institutions is maintaining operational continuity during and after 
implementation. This goes beyond simple system uptime metrics. High system availability statistics (like 99.99%) 
may not account for the downstream impact of micro-outages on trading 

operations. 

To effectively evaluate operational continuity risk, organizations should consider: 

§ System Integration Resilience: Modern financial systems must maintain stability across a complex web of 
integrations. Small changes like API version updates can trigger cascade failures across post-trade 
processing workflows if not properly managed. Understanding a vendor's API versioning strategy becomes 
critical to maintaining system stability 
 

§ Data Quality and Consistency: The movement of data between systems presents challenges in financial 
services. Systems that perform flawlessly in isolation may introduce subtle data inconsistencies when 
processing complex transactions like corporate actions - issues that standard testing procedures often fail 
to detect 

 
§ Performance Under Stress: Systems must maintain performance not just under normal conditions but 

during periods of market stress when they're most critical. Cloud-based solutions require scrutiny to ensure 
they've been adequately tested for extreme market conditions 

 

VENDOR VIABILITY AND EVOLUTION 

The financial technology vendor landscape is continuously evolving through consolidation and innovation. 
Organizations must assess not just a vendor's current capabilities but their likely trajectory. Strategic shifts in 
vendor focus, such as moving from institutional to retail trading technology, can significantly impact long-term 
solution viability. 
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To assess vendor viability effectively, consider these key aspects: 

§ Financial Stability: Organizations must thoroughly evaluate vendors' financial foundations. Effective 
assessment should include current financials, customer concentration risk, and investment in R&D as 
predictors of long-term stability 
 

§ Product Roadmap Alignment: The vendor's development priorities must align with your strategic needs. 
Regular roadmap alignment reviews can help identify potential divergence between vendor priorities and 
organizational requirements early 

 
§ Ecosystem Position: In today's interconnected markets, vendors' relationships with other market 

participants can be as important as their direct capabilities. Create comprehensive ecosystem maps that 
identify critical dependencies and potential conflicts 
 

 

BUILDING TECHNOLOGY SELECTION EXCELLENCE 

Success requires establishing clear metrics across four dimensions: 

§ Business Value: Quantifiable impact on revenue and market position 
 

§ Technical Feasibility: Resource requirements and implementation risk 
 

§ Operational Impact: Support requirements and process changes 
 

§ Strategic Alignment: Future flexibility and growth enablement 

 

The goal isn't perfect decisions, but well-informed choices that balance: 

§ Innovation with risk management 
 
§ Cost control with competitive advantage 

 
§ Immediate needs with long-term strategic objectives 

 
 

Organizations that follow a structured framework and consider the full scope of impacts position themselves for 
sustainable success in an increasingly complex financial technology landscape. The framework established during 
vendor selection creates the foundation for successful implementation, which will be explored in detail in the next 
article on implementation strategies and best practices. 
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