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THE STATE OF BANKING

APIS IN 2016

Banking APIs: State of the Market 2016 is a
followup study to two research initiatives
conducted by Open Bank Project, Bank
Innovation and APldays in 2015. One
year ago, there was recognition of the
potential of APIs to drive innovation, and
as the mechanism to share authorised
data with third parties (with the
customer’s consent). Banks keen to
embrace the digital sphere, in particular,
were interested in implementing an API
strategy in order to prepare for a new era
of customer-centricity.

In the twelve months since then,
awareness and understanding around
the potential use of APIs within banking
has grown. The past year has seen

a growing number of conversations
about APIs, to the point where they are
now accepted as the best way to move
information between systems and to
expose data in line with regulatory
requirements.

In our 2016 study, 30% of all survey
respondents worked in institutions that
had launched an open APl initiative,

up from 24% in 2015. Amongst banks
responding, 39% had already launched an
APl initiative and 39% planned to do so in
the next12 months.

One of the key drivers for this growth in
cross-enterprise awareness of APIs has
been the introduction of the Payment
Services Directive 2 in Europe. This has
led to the UK Competition and Markets
Authority creating a parallel timeline for
the introduction of open banking API
standards across Great Britain. Other
markets around the world are watching
carefully.

Meeting these sorts of compliance
requirements is now seen as one of the
key benefits of introducing APIs within
banks. 63% of bank respondents now
see this as very or extremely important.
Just last year, meeting compliance
requirements was rated as the least
important benefit of introducing APIs.

But given that new regulations across
Europe and the UK will be introduced

in January 2018, the pace still appears
too slow for such a major milestone in
how banks will do business. As more

managers and business units across a
bank become aware of what APIs are,

more realise how much the current
organisational culture is an impediment.
In 2016, 69% of bank survey respondents
see corporate culture and internal bank
bureaucracy as the biggest impediment
to developing and implementing an API
initiative, up from 62% last year.

In other industries, the introduction of
APIs and microservices architecture has
created a new mindset where companies
become open to the wider benefits of
APIs for creating products, fostering
partnerships, and introducing revenue
streams. It may well be that this will
occur within banks, but to get there,
banks will need even stronger C-level
support and a willingness to recompose
teams as well so that business and
technology can work more closely
together.

The timeline is approaching as to
whether banks are simply going to

adapt to new payments regulations
requirements, or whether they will see
this as a jumping off point for adopting
an APl strategy and move towards a open
banking platform model.

KEY FINDINGS

© Banks are growing in APl awareness
and maturity with 39% of banks
having introduced an open API
initiatives and 39% planning to do so
in the next 12 months.

©) 63% of bank respondents believe that
APIs are very or extremely important
in helping them to meet compliance
requirements.

© Banks still primarily think of APIs
in terms of improving their own
relationships with customers. 76%
of banks think it is very or extremely
important for customers to access
them on any device, but only 50%
think it very or extremely important
for customers to be able to connect
their banking data to other services.

© The biggest obstacle facing banks
remains their internal culture, with
69% of respondents believing that
corporate culture and internal bank
bureaucracy is holding them back
from developing and implementing an
APl initiative.
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THE 2016 BANKING APIS SURVEY

Banking APIs: State of the Market 2016 was conducted in
May and June 2016 by Open Bank Project & Bank Innovation,
with 174 respondents from across banks,fintech, consultancy

agencies and payment providers

17 4% Innovation Director

7% Software Lead

13% IT Architect

32% C-Level

44% Bussiness Lead
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41% Retail Bank

10% Corporate Bank
2% Challenger Bank

E 2% Universal Bank
3% Credit Union
I— 3% Payment processing company

20% FinTech Startups

17 3% Software Provider

8% Consultants

8% Other

WHO

The majority of those responding to

this survey worked in business strategy
(44%). A third (32%) of respondents held
C-level positions within a bank or fintech
institution, and included Founders, CEOs,
Chief Information Officers, and Chief
Technology Officers. IT leads made up
one-fifth (20%) of survey respondents.

WHERE

Asinlastyear's survey, the majority of
respondents came from Europe (32%),
UK (13%), and North America (17%), with
agrowth in Asia Pacific respondents
contributing to this year's survey (21% of
respondents, up from 9% of respondents
in 2015).

ENTERPRISE CATEGORIES

This year saw similar representation from
across the banking and financial sector as
inlast year's survey, with a slightly greater
amount of ‘other’ respondents including
fintech, consultants, and software
providers. Banks — whether they be
retail, corporate, universal or with newly
emerging challenger status — make up
55% of survey respondentsin 2016, the
same representation asin 201s.



API READINESS

API READINESS

Are you considering the launch of an
Open API Initiative in the next 12 months?

ALL SURVEY RESPONDENTS

2016 has seen anincrease in the number
of financial institutions reporting having
launched an open APl initiative (30% of
respondents up from 24%), and overall
a5%drop in the number of respondents
who do not plan to launch an API.

2016 2015
Already Launched @ @
Innext12months @& @
Maybe ¢
No

39% Yes planned in next 12 months

BANKS ONLY

Amongst banks responding to the State
of the Market survey, respondents were
evenly split between those who have
already launched an open APl initiative
and those who plan to do soin the next 12
months (each answer totalling 39% of the
survey respondents from banks). Amongst
those who are still considering an API
(the 13% who responded 'maybe’), the
majority reported the need to continue
building a business case internally, in
particular citing the need to overcome
cultural constraints and ensure resource
allocation before being able to develop

a strategy. Interestingly, 4% of the bank
respondents who said they do not plan to
launch an open APl initiative are based in
Europe.

9% No

13% Maybe

39% Already Launched

PUBLIC/PARTNER/PRIVATEAPIS o)

Amongst bank respondents, there
is growing consensus that bank APIs PUBLIC/ PRIVATE/
should be open to external developers
and third party providers (61% of bank
respondents agreed that bank APIs should
be open/public, up from 55% last year).
However, there were still around 10% of

THIRD PARTY INTERNAL

banking respondents who were unclear Yes @
of whether any type of APl is required: Optional g
3% thought APIs were not required at all, No @
while around 5% were unsure what type of Don't know

APIs banks should offer.
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A BANKING API ANATOMY

Mapping the API Infrastructure Needs

Overall, bank respondents
were keen to build APIs

on open standards and
specifications (73% said this
was required, while 20%
thought it optional). This

is a significantincrease

over last year, when 60% of
respondents thought open
standards were essential,
demonstrating a maturingin
the market's understanding
of theimportance of using
interoperable APIs across the
industry.

The majority of banks (87%)
believe APl managementand
governanceis an essential part of
the banking APl infrastructure,
up from77% who thought it was
akey requirementin 2015.

The confusion demonstrated
amongst bank respondents
that were unsure of whether
they would require a public,
partnerorinternal APl is again
reflected in bank respondents’
understanding of SOAP and
REST interfaces. 13% were
unsure or did not think a

REST interface was required,
forexample. But overall,
understandingis increasing
across the sector: in 2016, 76%
of bank respondents to the
survey said a REST interface was
required, up from 60% in 2015.

Reflecting the 39% of survey
respondent’s current reticence
towards open APIs, only 40%
said their bank requires an

app store as part of their API
infrastructure.

ESSENTIAL COMPONENTS OF A BANKING API INFRASTRUCTURE

RETAIL CUSTOMER
FACING APPS
(E.G. PFM, ONLINE
ACCOUNTING)

REST INTERFACE

OPEN
DATA
FEEDS

O

OPEN STANDARDS
SPECIFICATION

»

APP STORE

API MANAGEMENT
AND GOVERNANCE

LAYER

O

YOUR BANK'S

CORPORATE g
T QN (o
INTEGRATION)

SOAP INTERFACE

Q
)

OPEN SOURCE
TECHNOLOGY

@

2016 2015

Yes ® ©
optional @ @
No o

Don't know
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LEVERAGING APIS

ldentifying Benefits and Opportunities

WHAT API BENEFITS ARE MOST IMPORTANT T0 YOU?

The mostimportant API
benefits driving bank interest
in APl adoption changed
significantly over last year’s
survey. Compliance rose to
the fourth mostimportant
benefit of APIs (with 63% of
banks now seeing this as very
or extremely important),
whereas last year it was

seen as the leastimportant
benefit of APIs. Amongst
bank respondents, improved
customer service (82% up from
72% of banks seeing this as
very or extremely important)
and new revenue streams also
rose inimportance over last
year's perceived benefits.

Improved
customer service

Rapid
prototyping

New revenue
streams

Compliance

Better data control
and monitoring

Reputation
(seen to be innovative)

Costreduction

Better security

(e]
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50

75 100

WHAT ISSUES ARE IMPORTANT TO BANKS THAT APIS COULD HELP WITH?

All survey respondents see
APIs asimportant in their 2016
roadmap because of improved
capacity to connect with a
banks' customers through
new products, improved
understanding of customer
behaviour, and a key enabler
forallowing customers to
access existing accounts from
any device. The potential for
APIs to help extend a bank'’s
platform and ecosystem (for
example, by connecting to
other services or to third party
apps) was seen as a secondary
benefit. All respondents and
banks prioritized the following
characteristics of APIs as being
the mostimportantin their
future roadmap (listed in order
of importance):

Deliverinnovative apps, products and
services to our customers

Better understand
our customers’ behavior

Allow customers to access their
bankaccount onany device

Increase the security
forour customers

Allow customers to connect their
banking data with other services

Allow customers to use 3rd party
apps with their bank accounts

Set up hackathon events/app
competitions to accelerate innovation

(e]

25

50

75 100

Extremely important @

Very important
Important
Slightly important
Not atallimportant
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CHALLENGES IN
IMPLEMENTING APIS

Costs, Internal Challenges, External
Pressures and Leadership Needs

WHAT ARE THE MAIN COST CHALLENGES FOR YOUR BANKING IT?

Banks see the biggest cost challenges for their IT Overall, banks were less concerned about costs
infrastructure coming from their ability to create related to vendor lock-in, communicating across
new digital products quickly (87% saw this as a geographic offices, or streamlining procurement
very or extremely important cost challenge) and processes (less than a third of respondents saw any

to meet compliance requirements (85% considered of these issues as significant cost challenges).
this a very or extremely important cost challenge).

Reduce time-to-market
for new digitat services MMM .,
Compliance
withreguiation NN . .
e i mantenanceornewserices TN D .
and maintenance of new services
* o NN D .
costs
beko ack of srandarciantion I S
due to lack of standardization
eancysyetems NN D .
legacy systems
raphies and deparcments I
geographiesand departments
Vendor
ocin N I
meneprocesser |1 I .
procurement processes
o 25 50 75 100
Extremely important @
Very important
Important

Slightly important
Not at allimportant



WHAT HINDERS THE
EMERGENCE OF AN OPEN API
INITIATIVE IN YOUR BANK?

Corporate culture and internal bank
bureaucracy remain the biggest
impediments to developing and
implementing an APl initiative within
banks (69% of bank survey respondents say
thisis a barrier, up from 62% last year). It
also appears that as banks become more
aware of what is involved with setting up
an APl initiative, more are realizing they
lack internal knowledge or have a limited
talent pool of expertise (50% of banks say
thisisa barrierin 2016, up from 42% last
year). Compliance is increasingly becoming
an enabler for banks to move towards an
API strategy: only a quarter (24%) of banks
responding to the survey said compliance
and regulation was a barrier, down from
almost one-third (31%) last year.

WHO COULD LEAD API
STRATEGIC EFFORTS
AT YOUR BANK?

While there was no uniform agreement
onwho should lead an API strategy within
a bank, the majority of bank respondents
pointed to roles that had cross-agency
responsibilities. 48% felt that the CTO
could be the organizational leader, but
more thought Strategic Planning (49%)or
Product Development (54%) should lead.
As was the case last year, no one surveyed
thought the IT department should lead
API strategy efforts.

ACCELERATORS FOR A
BANKING API STRATEGY

Respondents pointed to C-level and
upper management buy-in as one of the
biggest factors that could accelerate the
uptake of APIs internally and overcome
theinertia created by corporate culture.
External pressures, including regulatory
requirements and market dynamics

— in particular seeing the success of
competitors who have moved early to
leverage APIs — were also seen as potential
accelerators that could step up a bank’s
willingness to commit to an API strategy.

CHALLENGES IN IMPLEMENTING APIS

Corporate culture/
Bureaucracy

Security /
Privacy concerns

Lack of talent /
Know-how internally

Budget

Technology

Compliance /
Regulation

—————— )
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HOW BANKS ARE LOOKING

T0 APIS TO DRIVE INNOVATION,
CUSTOMER RELATIONSHIPS,
AND NEW BUSINESS MODELS

ABOUT THE STUDY

Banking APIs: State of the Market 2016 is a
followup study to two research initiatives
conducted by Open Bank Project and
APldays in 2015. The findings in this
report replicate a study by Open Bank
Project and Bank Innovation in 2015

that surveyed 133 stakeholders across
banking, fintech, credit unions, payment
processors and consultants. This year’s
survey — conducted in May and June
2016 — received 174 responses from
banks, fintech, consultants, and payment
providers around the globe. In addition,
we have analysed the findings with

global banking leaders including industry
analysts, APl management providers with
financial services expertise, and banking
executives at the forefront of API strategy
implementation. This analysis follows

up a study with 22 international banking
executives by APldays and Open Bank
Project in 2015 looking at the strategic
implementation and policy drivers
affecting APl uptake within banks.

ADAPT OR ADOPT?

Over the past twelve months, banks
having increasingly been preparing to
develop and implement an API strategy.
30% of all survey respondents worked
ininstitutions that had launched an

open APl initiative, up from 24% in 2015.
Amongst banks responding, 39% had
already launched an APl initiative and 39%
planned to do soin the next12 months.

However, corporate banking culture and
internal bureaucracy is still the greatest
impediment to taking action, as was
the casein 2015. This year, 69% of survey
respondents saw the internal banking
culture as a major hurdle for gaining
internal support for an APl strategy.

Former APldays Global keynote

speaker, futurist, and manager at OCTO
Technology, Christian Fauré has talked
foryears about the way that technology
often moves faster than society.
Governments play arole in helping steer
how these new technologies are adopted
to ensure that they are not harmful,
promote equality of opportunity, and
foster new economic development. Fauré
cautions thatin business, this can result
in a move to adapt to the changing policy
environment thatis created around the
technology, rather than adopting the
potential that the new technology offers,
within the confines of the policy context.
This is what is happening today with APIs.

Citizens are demanding access to
technology in new ways: via mobiles,
wearables, and from within other
websites; they want to be able to to
connect the variety of services they usein
ways that are meaningful and create value
forthemselves. The European Commission
is now introducing regulations to ensure
that citizens have the right to access those
technologies in flexible ways.




The Payment Services Directive 2 (PSD2)
stipulates that bank customers should
have the right to access their financial
information and connectitin any

way they want. The PSD2 also gives
bank customers theright to be able to
authorise payments directly from their
accounts.

This regulatory environment is being
created to ensure that citizens are able to
leverage new technologies and to remain
in control over their financial assets
directly, butitis alsoin order to fostera
new commercial ecosystem of retailers,
and financial institutions who can help
provide the new services that citizens are
demanding.

Banks have a new opportunity in this
emerging regulatory environment. They
can adapt to the new regulation and

do the minimum possible to conform
with the new requirements. Or they can
adopt the technology and work with

the potential it affords by developing
new relationships and partnerships and
building new business models that don't
just meet the regulatory standards but
take advantage of the opportunities API
technology can give them.

ADAPTATION

HOW BANKS ARE LOOKING TO APIS

PSD2 regulation in Europe has moved

the needle and influenced the global
financial stage: banks are more receptive
to discussing APIs and the advantage they
create. But thereis still very much a sense
across the industry that the majority of
banks are choosing to do the minimum
necessary to comply with new regulation,
they are adapting their processes, rather
than seeing the potential that APIs could
enable fora new way of operating.

With PSD2 regulation (and similar
regulations in the UK, South Korea and
Singapore) set to be enforced in 2018, it
is still too early to make any definitive
statements about how the industry is
evolving to the new technological and
policy environment. It may well be that
the action of adaptation to the new
requirements will lead many to continue
on that path and seize the opportunities
of open APl adoption. In regions outside
PSD2 — such as in the United States,
Canada and Africa — there are signs
that some leading banks are taking up
an adoption strategy, even without the
regulatory push that banks in Europe see
driving some of their decision-making.

ADOPTION

Adhering to regulatory requirements
to provide a mechanism for customers
to make payments directly from their
bank accounts and to share their
financial information with third

party providers

Characteristics:

¢ Waiting for clear agreement on the
standards to use for creation of an
open API

e Creating APIs that can be used to
create the bank’s mobile app

e Improving data collection systems
to better understand customer
behaviour

e Allocation of internal resources to
meet regulatory requirements

e Some work on adding a REST
interface on top of existing
architecture to enable APIs in future

e APIs delegated to systems architects
teams or given pilot status within a
siloed innovation lab

APIs seen as an opportunity to better
meet customer needs, to create an
open banking platform and to foster
the growth of new business models

Characteristics:
¢ Moving forward with an API strategy

Creating APIs in areas with limited
risk (e.g.. bank locators, product
recommendation engines, rates
calculators, faster credit scoring, etc)

Improving data collection systems
to better measure how customers
engage with APl-enabled services

e Allocation of internal resources to
build a cross-agency API strategy

Reorienting internal systems towards
an APl and microservices architecture
and recreating work teams with
business and technology leads

e APIs managed by cross-agency
innovation programs, as a channel or
out of the CEO's office
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INTERNATIONAL
BANKING ACTION
ON APIS

13
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EUROPE AND THE UK

51% of survey respondents came from Europe,

the UK and Scandinavia

The European Commission has passed the Payment
Services Directive 2, which will come into force on
13 January 2018. By that time, all banks operating

in Europe must make it possible for customers to
be able to authorise third party providers to make
payments and to access their financial information
directly from their accounts. In Europe, this
regulation does not stipulate that banks must use
APIs, but there is a fairly general consensus that
APIs are the best way to enable this to happen.
Each nation within Europe must then pass its own
laws on how this is managed within their European
jurisdiction. In the UK, the Competition and Market
Authority (CMA) has been more prescriptive. With
a similar timeline for enforcement, the CMA has
stated that all banks must use an API as the digital
standard to enable authorised payments and
shared account information. They have also set up
a governing body to work with industry on defining
the open API standard.

Bruno Cambounet, VP Banking and Financial
Services Solutions at Axway, says that across
Europe, banks have agreed that APIs are the best
way to meet the new PSD2 standards. However,

he acknowledges that the lack of a clear governing
environment as has emerged in the UK will make it
difficult for banks to take an adoption path. Bruno
describes the European situation: “The question

of an API being the best way to access, share

and connect information together: that work is
already done. Agreeing on the standards of access
is now the question. Banks are getting help from
middleware companies to help them accelerate
and help every bank be part of the game. But now
the devil is in the detail: which data standards and
which authentication and authorisation schemes
need to be putin place to really open the doorsoitis
a win-win-win for players?”



INTERNATIONAL BANKING ACTION ON APIS

NORTH AMERICA

17% of survey respondents
came from the US and Canada

Banks based in the United States are keenly aware of the PSD2
regulations and with a growing global marketplace, are also
thinking about how they must be able to align their international
offices with these new regulatory requirements. But more so
than this impact, leading banks are each working on their own API
strategies, with the majority of the largest financial institutions
investing in some form of API strategy. Recent announcements by
Visa, MasterCard, Wells Fargo and Amex demonstrate a definite
move towards open banking platform models.

In Canada, a digital transformation agenda is driving much of the
preparedness towards APIs. Banks are resolving their technical
debt by moving to a microservices, API-enabled architecture.

This is requiring banks to restructure not just their IT but their
organizational teams as well. While still often acting as a side
project outside the core business of banks at the moment, the
microservices and APl reorientation isimpacting on how business
teams and engineering departments are working together, and
this could lead to creating the sort of innovative environment
needed to take an adoption approach to API strategy.

ASIA PACIFIC

21% of survey respondents
came from Asia and Australia

Across the Asia Pacific region, APIs are being discussed much
more than in previous years. In Australia and New Zealand, three
of the four major banks are currently working on API strategies.
In Singapore, there is a big push from the regulator to introduce
APIs, with the government industry body releasing a number of
problem statements for industry to solve, several having a clear
API focus. Banks across Thailand are indicating that they have API
strategies in place, but are finding execution a current challenge.
In South Korea, the Financial Services Commission operates an
open API program and is currently inviting banks and financial
institutions to use a sandbox environment provided to test if their
customer solutions could function using the open API standard.

AFRICA

5% of survey respondents
came from Africa

In Africa, APIs are already an accepted approach amongst a
banking industry that recognises the mobile-first nature of many
citizens. Banks are looking to provide open market platforms
with APIs so that partners who have better connections

with local businesses and rural communities can take new
products to market quickly and create a value chain that moves
through fintech partners to connect back to the bank, who had
previously had limited access to these customer markets.

(2]

21

13
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PLATFORM OR
INFRASTRUCTURE?

Behind the adapt or adopt dichotomy is a much
tougher question: are banks prepared to become

a platform or do they want to be relegated to
being the infrastructure on which customers
can connect to the services they need?

Last year, our study showed that banks
were unwilling to make a decision in
eitherdirection. Itis a difficult question
for many banks to even wrap their heads
around. The whole banking business
model has been in place for overa hundred
years and the APl environment disrupts
many of the fundamentals of that model.

Matt McLarty, Vice President of the API
Academy at CA Technologies, says that
banks' reluctance to take an adoption
approach is partly based on the historic
problems they have had with large brittle
technical systems. Built over many years,
banking software systems are unable

to introduce new changes without
increasing the likelihood of breaking
current operations. This is why many
banks are first focusing on updating
their technology to an APl-enabled,
microservices architecture. MclLarty
believes this process — in tandem with
meeting new regulatory requirements —
could nudge savvy bank leaders to then
begin exploring adoption strategies,
which in turn may lead them to seizing
the platform opportunity.

“Generally, | would say you may need to
adapt first before you can adopt,” says
McLarty. “If you define your services and
capabilities in API terms, you create a
bridge between the business and technical
teams. In a complex software system,APIs
provide a layer of abstraction that gives the
system a business context and illustrates
how its components interact.” McLarty

INFRASTRUCTURE

Definition: Creating APIs that enable third party
providers to connect to customers and provide new
services.

Characteristics:
Open APIs meet regulatory requirements

Internal APIs used to create branded mobile/loT
applications

Releasing limited other open APIs, e.g. branch
locators and product catalogs

PLATFORM

Definition: A catalog of APIs provided that
encourage third party providers to create new
innovative services and connect current customers
to new tools, and that bring new customers to a
bank’s core products and services

Characteristics:

Investing in fintech partnerships

Creating a developer portal and engaging with
developers at developer sites and events

Releasing a series of open APIs that expose
some banking functionalities



PLATFORM OR INFRASTRUCTURE?

is hopeful that this reorientation will
bring business and technology teams
together to enable a bottom-up organic
model that overcomes the obstacles

of current banking culture. “Thinking
ahead, the fundamental issue is that banks
are so centralised in their organization

and governance models, whereas APIs and
microservices emerged from the decentralised
nature of the web. Companies most
successful with microservices and APIs are
those with empowered, independent teams.
In general, this is the complete opposite to
banking culture.”

Antonio Queiroz, Head of Distribution
at BNP PARIBAS says that PSD2 is an
additional factor for many banks in
Europe. As the technology is putin place
to build APIs, a new business mindset
emerges. Queiroz says BNP PARIBAS

is working to deploy more and more
APIs, looking for the right balance
between customer and business value vs
maturity and complexity of the different
solutions. He also points to the bank’s
strong customer-driven culture as being
a key asset as they move to a digital
environment.

“For us, it was a maturation process.

We accelerated a few years ago when we
launched the online bank. Now, requlatory
reasons like PSD2 help to also push the
business vision. We start to use APIS to
expose our business and make it available on
other channels and services, and we start to
think about the other way around as well.
We are starting to think of banking-as-a-
service business models. The PSD2 is not one
single bullet that is happening, it is a range
of things. There is attention and maturity
across management. We have a broader
view of this.”

Like Queiroz, at ABN AMRO in The
Netherlands, Maarten Spit, Head of
API-Banking, believes that the move
towards PSD2 is making discussions of
programmable business models more
possible. His bank sees APIs as a new
delivery channel and are organising their
APl strategy resources as a channel. This
year, 37% of those surveyed said Channels
should own the API strategy.

WE CONSIDER APIS A

NEW DIGITAL CHANNEL.

OF COURSE, WE'RE IN THE
MIDDLE OF UNDERSTANDING
THE REGULATORY PSD2
REQUIREMENTS, BUT FOR
THE BUSINESS MODELS OF
TOMORROW, WE NEED TO
THINK BEYOND COMPLIANCE
APIS HERE.

MAARTEN SPIT

“Technology and architecture is not our
biggest challenge on the API topic,” Spit
explains. “The challenge lays in the fact that
our processes are designed for developing
loan or payment products. Developing an
API-product is a totally different ballgame
and requires a different mindset. For
instance, embracing the developer ecosystem
is relatively new for banks.”

Dave Goldberg, Director - API Products
at Capital Onein the United States says
that by creating an open banking API
platform, they are encouraging new
discussions amongst management
around a platform-based model.

“It's more about the speed we engage
with leadership. So, for example, our
Credit Offers API speaks to the core of
the business and it shows them there is

a different model they can use to work
with partners and affiliates, so even with
a couple of integrations that becomes
clearer. These things take some time

to percolate, but it is already making a
huge difference in how they are applying
resources. In the grand scheme of things,
it is a small slice of functionality that we
have exposed, but the implied impact of
that is changing how they are thinking
about resourcing future projects. It takes
awhile. It is a long lead time but that
starts to shift the company and you see an
increase in speed as well.”

15
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Rana Peries, Experienced Digital &
Innovation Executive at Barclays,
believes banks will need to rethink their
strategies and be willing to open up some
of their services in order to become a
“Banking as a Service” platform with strong
external partnerships.

“IN SOME MARKETS, WE
HAVE GIVEN SERVICES T0
PARTNERS SO THEY CAN
BUILD MORE ENGAGING
PRODUCTS FOR THEIR
CUSTOMERS™

RANA PERIES

He points to an example where the bank
created an APl so that app creators could
build an aggregator service for small
businesses to manage their businesses in
one place.

This year's survey showed that for many
banks interviewed, this approachis a low
priority for their own API strategies. In
the main, 76% of banks see APIs as very
or extremely importantin enabling their
customers to connect to them on any
device. 50% feel the same way about
allowing their customers to connect their
data to external services, and only 34%
think itis very or extremely important for
customers to connect their banking data
to third party apps in the way Peries has
facilitated.

But the win from this platform play is
that small businesses get to manage

all their finances in one place, “plus do
their banking and that gets more businesses
using our platform than we could if we tried
to get the business to come to our bank in
the first place.” Similarly, he points to
opportunities to open up Point of Sale
(PoS) systems via API: “Every customer
who uses the PoS potentially ends up being a
customer of the bank,” he argues.

Peries believes that a significant
mindset change is necessary for banks
to successfully execute on this strategy:
“If you look at mobile banking usage today,
you don't see anyone clicking on the banking
app twice in a week. But they are all on
WhatsApp, and Facebook Messenger. The
minute you put banking in those messaging
apps directly, that's when banks become
mainstream.” In emerging markets, this
sort of thinking will be crucial. If banks
can offer the banking services through
messaging apps that have a very high
usage, banks will be able toreach a
massive customer base.

Peries says itis a measured path to get
the platform model in the mindset of
banking leadership. It can take six months
foran education program to facilitate
understanding APIs, discussing new
business models and engaging partners
to develop their business cases. “In a

bank platform model, the partnerships can
enhance the distribution of the product and
reach new markets and that is where the real
scale will come from. Banks haven't caught
onto that yet.”

There still appears to be a disconnect

in many banks. 71% of those surveyed

say they see APIs as very or extremely
important for new revenue streams. But
the majority may still be thinking of that

in terms of getting their own products

to customers rather than workinginan
ecosystem of partnerships. 80% see APIs
asvery and extremely important for their
own product prototyping, 85% plan to use
APIs to deliver new apps and products, and
83% see APIs as essential for understanding
their own customer behavior better. Banks
stillwant to goitalone and own the entire
customer relationship.




PLATFORM OR INFRASTRUCTURE?

THE WAY FORWARD

As 2017 approaches, APIs in banking are
becoming anincreasing necessity. But
thereis a good chance that challenger
banks and fintech providers may yet

still seize a large piece of the customer

pie and relegate banks to becoming
aninfrastructure layer that manages
security and enables connections between
customers wherever they want to manage
and transact their finances. In Europe,

a clearer co-opetition environment is
needed, where banks work together across
national borders to definea common open
API banking standard.

Banks that have invested in reorienting
theirarchitecture towards an APl and
microservices model now need to dip
their toes in the platform waters and
experiment with exposing functionality
to new partners via APIs so that they
can begin the long road ahead towards
understanding programmable business
models in a new digital environment.

Earlier this year, the Open Bank Project
released the report PDSD2: Focusing

on Action with Open APIs. That report
proposed a roadmap (reprinted on the
next page) that leads banks through
commencing business discussions on an
open banking platform to investing and
testing their technical readiness.

This year’s survey shows that for

many banks, this work is only just
beginning. Banks are rapidly developing
the technical capabilities to expose
their business functionalities via API,
initially for their own internal use. But
as this technical capability matures,

so too must the discussions on how to
truly meet customer needs. This can
only come alive as banks investin an
open banking platform and begin to
experiment with fostering partnerships
with app developers and other fintech
stakeholders. That is the challenge for
banks. The digital environment is a new
way of engagement with customers, and
one that sits outside a bank's comfort
zone. Technology is not the barrier here.
Regulatory requirements are not the
barrier. Banks themselves remain the
biggest obstacle to their own future
success, and to the real support they can
offer to their customers.

17



—d
=
(=]
o~
=
o=
<<
=
Ll
=
==
L
o
g
=
w

BANKING APIS

uo11e|sIba| JeUOIIBU YlIM PUB SPIEPUE]S [BDIUYIRL AloleInbay Alioyiny
bupjueg ueadoing yum s|dy uado Jo ubisap Jo Juawubije ainsug «

21015 ddy 01 Aojdap pue sdde Ayied paiyy Ali3iad »
aAl| 0b puesjueq ay3 1o [e1od 1adojansp pue a103s ddy pueiq pue ainbyuod «
no |1oY

>DeqpPa3) Uo paseq 3dIAIRS dAoidwi pue 1oeduwl 93en|eAs «
(syauow 9 01 dn) suauited oyiads yiim anli| 0D

sweal jado[ansp / L dueq ureil

M3IA31 SSBUIPER UOIIINPOId

sa3el abesn yoe1 pue s|dy 3siy dn uadQ
ssa20.4d uonesuined suni-suly

IAJ9S YUBQ PUB UOIIBDIIUSYINE 01 129UU0D
JUBWUOIIAUR 10]Id 01 XOqPUES SAOIN »

10lid

3

3

3

3

3

53591 A311nd3s pue duewloliad uny «

|dY @4l 01 pa1dauu0d ased
asn unoA 03 3uenajal sdde buiasixa awos buiseomoys Aq anjea a1esisuowaq «

S9DIAIIS UOIIEIIIUAYINE puE
JleMalL 5jueq puIyaq 924NOS BIBP 1533 03 XOJPUES 1D9ULOD »

sjuawalINbal z@Sd Yum Idy ubly «
sasiwald )ueq 01 Xoqpues a0 s
uawadx3y

(/1InJ-dqo/3zafoid>uequado/i/wod-1a30p qnu//:sd1ay)
PNOJ2 343 Ul XOqpues |y 123[0id Jueg uado ue Aojdaqg »
958D 95N pauiluap! 01 JUBAS|J BIEP 1591 13Y1eD «
9S11IBAPY

JuaWwa|dw 03 SPaaU [B21UYI] AJI3USPI pUB 21N33331Yd.e JUBAI|Rl dOjaASQ

&SIV 1S3y Ul saujodpua
959141 918310 01 3| 3q 03 2UNIINIISEIJUl INOA 01 PEPIBU 3 PINOM
sabueyd 1eym imou ajdwexs siya wod) uswa|dwi NoA pjnod 1BYN (SSISSY »

Jwod-123foidyuequado-xoqpues.iaioldxaide//:sdiay prepuels zasd
129/01d >ueg usdO aya yaew ey papiaoid aue Sad1AIss Jua.LINd Moy dejy «

pueisiapun

SSANIAYIY TYIINHIIAL G
‘ZINIOd V04 &)

B 19y34n) >9as pue wuojie|d Jo saizuniioddo yimolb ainsesw 03 anuizuod «
uol3e|siba| syuswAed |euoieu ym adueljdwod ainsug

3

sjuawalinbai Alole|nbal 193w 01
A11j1qe aunsus 01 suoissnasip uone|siba| [euoireu ur a1eddinied pue oo

3

91E13}] pUB MIINDY »

9oUaIIadXa J19W0ISNI U0 S|dY Jo
Dejsiies pue juawabebus Jswoisnd pjing «

ubredwed uoiedIUNWWOD Ydune

saiJed paiy1 03 |easod sadojprag usdo
21035 ddy papueig-jueq yaune?

512d0J9A3p 10} SUOIIIPUOD pUE SWLIA] BSI[EeUIS
o |10y

Joedw] ainseaw 03 Aanins Ajijenb u

.

-

-

3

seuosiad Jawoisnd auyay «

welboid jo)id youne

UM |dv 20j1d 03 sdnaueas yaaauy / siaused S o1 dn asooyd »

(oooror-oot wouj) dn ubis s1awo1snd 13| pue weiboid e13q |dy dUNOUUY »

dn pauado aq p|nod 1ey3 SAJIAIRS pUe S13sse Bupjueq Jo MIINI BU3 Uo paseq
‘Ajleusaixa pases|al aq pjnod 1eya s|dy Jaulied/[eussiul 1o} dewpeol |dy ue ysiiand

0/

.

siadojanap [eutaiul |ysdn pue abebul
3JUBq 3U1 1B S|y 10) 9B SSauIsNq asljeuld »

11e[5169| [euoOIIBU Y2IM pue spiepuels [ediuydal Aloleinbay
Alsoyany bupjueg ueadoin3 yim sidy uado Jo ubisap Jo quswubije ainsug «

sAanins auljuo pue sieuigam ‘sdnisaw ybnosya Ajiunwwod Asg yam dn mojjo4
1dasu0) Jo Jooid ysuneq
juawuadx3

3

3

sJosuods Jayyin} pud pue ain3jnd abueyd djay 03 Japio uj
Ajjeusaul wmuawow buip|ing 14e1s pue ueq ayl apIsul ISI[PBUBAS |dy 31N1INN «

(san1Anoe JusWwdolRAsp Allunwiwod Jay30 10 3|dwexa Joj uoniadwod yasaul) / suoyieddey
ybnouaya) Aylunwwod sadojanap e b

nq 1Je1s pue siadojanap Aried pi€ yum abebu3 «
2un12nJ3seljulsueq apisino / e1ep 1sa1 buiuoisinoid xogpues |dy papuelq Aojdag
welboud |y 9dunouuy

8s114aApY

$92.N0S e1ep 1UeAR|3. AJlluap! pue ased asn JendiJed 1eyl Joj ssadoud depy

saj3iunyioddo yimoib pue spaau y1omiau saydiew Abazends |dy
1By 24NSUd 01 S103ea1d pue siapioid wiojield 1o) seuosiad Jawoisnd a1eal) «

(z@sd 40} sased sasn *6°3)
|9poW ssauIsNq Wiojield e Ul palsal aq pjnod 1ey1 ISed IS 3UO U0 SN0 «

pasodxa aq p|nod 1eyl sassado.ud
pue swy3obie ‘suoidesuely ‘eyep AJiauapl pue sassa0.d [BUIRIUI MIINDY »

epusbe uopewiojsuel] ssauisng [e161Q JNOA Ul |dy apnjdul «
puelsiapun

EEEE_EE:,,\\
:L INIOd %204 @v

juswajdwi 01

Ansnpui aya 1o} pouad yauow gL ue si
aJ3y3 ‘spaepueis |ediuyda) sydope
uojssiwwo) ueadoing ayl 3duUQ

ME| [BUOIIRU 03U IX31 [eb3)
Y1 asodsueuy 01 sieaA oml aney
S93}els Jaquiaw uolun :mw&O\:._m

pJepueas [ediuyda) Atorenbay sy
anoidde 01 syauow 6-€ usamiaq
@€} ||Im uolssiwwo) _._mmao.:._m

uollel|nsuod |ew.o) Jo}

Auniioddo yum ‘uonediunwiwod pue
uonednuayine buoss ‘Aaundas uo
uoissiwwo) ueadoing 01 spiepuels
|ea1uydaL Aioreinbay Jo 1jeup apinosd
1m Aasoyany bupjueg ueadoing

Zasd e )00j duads
B Y1IM uopuo ul 3dualajuod sAepidy
1soy 123(0.d dueg uado pue sAepidy

UOIIEDIUNWIWIOD pue UolIEdlIU3YINE
buouas ‘Aa1indas Joj pasinbas
spJepueis [ediuyday Alojeinbay
a3 uo Jadeq uoissndsiq pasesjal
sey Ajuoyany bupjueg ueadoinz

uonediqnd ua1je sAep oz
01u] s191u? 1x1 [ebd] zasd

uolun ueadoung aya Jo
reusnof eWo ul paysiiqnd zasd

SANOLSTTIW
20Sd A 3h—

6102 11¥4dY
/8102
RERTLEIREN

8107
AJYNNYT

JAL4
REETAEIREN
[HOYVN

L10C
AIVANYT

910¢
RELTAEIREN

9102
AIVNYE

910¢
AJYNNYT

6102
b-ELTAENEL]

18



ARE YOUR READY FOR PSD2?

Have you reviewed the impact of PSD2 on your
business models? What changes do you foresee?

Have you identified a key use case and the related
assets and services that you would open up first?

Have you started experimenting with API
sandboxes and hackathons?

community in your geographic market?

Have you developed a route to production for your
sandbox APIs including a payments pathway?

How do you secure senior management

[]
[
[
] Have you started engaging with the wider fintech
[]
o commitment for an open banking initiative?

[]

How would you measure the success of open
banking initiatives?

FURTHER READING

Paul Rohan
www.linkedin.com/today/posts/paulrohan

Jack Gavigan
Www.jackgavigan.com

Kristin Moyer

www.blogs.gartner.com/kristin_movyer

European Banking Authority
www.eba.europa.eu/subscription-page

APldays monthly banking APIs series
www.medium.com/@APIdays

Open Bank Project
www.openbankproject.com

Open Bank Project’s PSD2 Overview
WWW.psd2.it

Open Bank Project’s APl Sandbox
www.psd2-api.openbankproject.com

If you would like to be involved in our 2017 study,
please email: contact@tesobe.com

Report designed by: www.bernatfont.cat/en
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ABOUT API DAYS

APIdays is a series of open international events about
APIs and the programmable web. We bring together
innovators, decision makers and technicians from both
traditional industries and API businesses. For more
information, please email contact@apidays.io or visit
apidays.io

ABOUT OPEN BANK PROJECT

Led by Berlin based TESOBE, the Open Bank Project
isan open source APl and App store for banks that
empowers financial institutions to securely and rapidly
enhance their digital offerings using an ecosystem of
3rd party applications and services. We assist banks in
executing effective API strategies by providing a proven
API platform supported by an active community of
developers and partners. Open Bank Project leads the
field in open banking APIs.

contact @openbankproject.com

banko
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@ OPENBGANKPROJECT
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