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The banking industry is transforming, with APIs playing a critical role in driving innovation
and shaping the sector's future. With regulations such as Europe's Payment Services
Directive 2 (PSD2) requiring banks to expose their APIs to other financial institutions and
fintech, the use of APIs is becoming increasingly widespread. Furthermore, banks are
realizing the benefits of APIs for internal purposes, as they reduce costs and complexity
associated with IT integration, freeing up capacity for change.

According to a 2020 McKinsey global survey on APIs in banking, roughly 75 percent of
banking APIs are used for internal purposes, and banks plan to double the number of
internal APIs within five years. The survey also showed that nearly 20 percent of application
programming interfaces in banking are used externally to support integration with business
partners, including suppliers. As a result, banks are looking to double the number of these
external APIs by 2025. Finally, 5 percent of APIs for banking are used externally to generate
revenue, with banks planning to triple the number of these “public APIs” by 2025. This
demonstrates the growing importance of APIs in the banking sector, as they enable banks
to access new revenue sources while supporting the development of new business models.

Using APIs in the banking industry has far-reaching implications, as it drives innovation and
creates new ecosystems. This is particularly true for open banking, where APIs enable third-
party providers to access banking data and services, leading to the development of new
products and services that can be offered to customers. For example, fintech can use bank
APIs to create new payment services or to provide financial products that were previously
unavailable. Additionally, APIs enable banks to participate in new ecosystems, such as
digital wallets, mobile payments, and e-commerce platforms.

However, while APIs offer significant opportunities, they also pose challenges. For example,
using APIs increases the risk of data breaches and cyber attacks, as they provide access to
sensitive financial data. Furthermore, APIs can be complex and challenging to manage,
requiring a significant investment in technology and infrastructure; in other words,
investment in API security. As a result, banks must carefully consider APIs' potential
benefits and risks and develop strategies to mitigate these challenges.

In conclusion, APIs transform the banking industry, enabling banks to comply with
regulations, streamline internal operations, and drive innovation. As the use of APIs
continues to grow, it will be crucial for banks to effectively manage these tools, leveraging
their benefits while mitigating their risks. This whitepaper explores the APl ecosystem in the
banking industry, examining the opportunities and challenges that banks face in this rapidly
changing landscape. By understanding the role of APIs in the banking sector, financial
institutions can develop effective strategies for leveraging their benefits and ensuring their
success in the digital age.
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2. API ECOSYSTEM OVERVIEW

API is a set of routines, protocols, and tools needed to build software applications. An API
specifies how software components should interact and provides building blocks, making it
easier to develop a program.

In today's digital world, organizations have the ability to use their systems, processes, and
data by publishing an API to create value and potentially a revenue stream for both
themselves and their business partners. The multiplication of this effect across
organizations and industries gave birth to an economy known as the APl economy. This led
to the creation of value that not only operates independently but also enables the creation
of new and unique applications from a combination of several APIs, fuelling novel and
innovative business models.

India’s Universal Payment Infrastructure (UPI) is the best example to understand the API
ecosystem. UPI is a mobile based, 365x24x7 'fast payment' system wherein users can send
and receive money instantly using a Virtual Payment Address (VPA) set by the user. It
supports person-to-person (P2P) and person-to-merchant (P2M) payments and can be used
over the smartphone (app-based), feature phone (USSD based), and at the merchant
location (app-based). UPI powers multiple bank accounts into a single mobile application of
any participating bank/non-bank Third Party Application Provider (TPAP). Funds can be
transferred using VPA or an account number with a bank code (IFSC). UPI's framework
comprises NPCI as network and settlement service providers, banks as Payment System
Providers (PSPs), and issuer banks and beneficiary banks, apart from TPAPs such as
Google Pay, Truecaller, WhatsApp, etc. Non-bank PPI issuers have also been allowed to
provide this facility in an interoperable manner to their Pre-paid Payment Instrument (PPI)
wallet holder. The idea behind APIs has existed since the beginning of
computing. However, they have grown significantly in number and sophistication
in the past ten years. They are increasingly scalable, monetized, and

ubiquitous.
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The API ecosystem comprises the following elements: T

Business APl ecosystems The partner creates a new The organization can
are made up of partners, solution from these provide solutions through
individuals, start-ups, and services and decides to other  partners’ digital
customers that access provide or sell it through an marketplaces or platforms.
business services from a organization’s digital

digital platform that marketplace (with access

organizations provide. to customers).

Developer portals are significant to the APl economy because they are the API provider’s face in
the developer's world. They are the first step in building an ecosystem.

The components of the APl Ecosystem :

BUSINESS CUSTOMER OTHER DIGITAL
ECOSYSTEM MARKETS
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Critical elements of APl program execution are :

3.1_API Gateways

An API gateway is the single most important aspect of an APl management solution[2] , as
it's the single point of entry for all clients. APl gateways handle all routing requests,
composition, and protocol translations between the client and the third-party service they're
connected to.

Because an API gateway is so important, any third-party API provider that doesn’t use one
should be avoided at all costs. Gateways also play an essential role in securing API
connections by deploying key security authentication and enforcement protocols, such as
TLS encryption and OAuth technology standards.

3.2 Developer Portal

A developer portal has many uses, but the primary use is to provide a hub for developers to
access and share APl documentation. This encourages them to discover, explore, purchase,
profit from, and test APIs. This portal is an intrinsic part of streamlining communication
between teams.

API developer portals are typically built on a content management system (CMS) with
check-in/check-out, documentation, management, search, read, and test capabilities. Other
helpful features include FAQ pages and chat forums for both the internal and external
developer community, with the ability to have separate access between the two.

3.3 API Lifecycle Management

API Lifecycle management provides a holistic view of how to manage the different stages
of an API, from creation to retirement. This capability provides a sustainable system for
building, testing, onboarding, and managing APIs while making sure version control is kept
in check.

THE TEN CRITICAL STAGES OF AN API LIFECYCLE ARE:

Manage & observe the usage of APIs
Create

Secure

Document

Test

Version

Publish

Promote

Monetize

Retirement
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3.4 Analytics Engine

An analytics engine provides insight for business owners, operational administrators, and
developers into how much traffic APIs are getting, what drives that traffic, and at what level
of performance this is being done. It also plays a crucial role in diagnosing and
troubleshooting integration issues.

An analytics engine has the functionality to analyze historical data, detect usage patterns,
and create synthetic transactions to test APl performance and behavior. The information
gathered via this engine allows your business to optimize the API offering within the overall
continuous improvement process. Who doesn’t want that?

3.5 API Monetization

API monetization enables API providers to package, price, and publish their APIs so that
partners and developers can purchase access or participate in revenue sharing. It's not just
about how you'll generate revenue via your API; it's also about keeping your API in operation
for consumers.

You can monetize the access to the microservices behind the APIs through usage
contracts. An APl management tool allows you to define usage contracts based on metrics
such as the number of API calls. Consumers can be segmented and offered different
access tiers.
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Techwave is a leading technology company that specializes in APl ecosystem
management, helping financial institutions to harness the power of APIs while mitigating
their risks. Our approach to APl ecosystem management is based on three core principles -
security, scalability, and agility.

First and foremost, security is at the heart of our approach. With the increasing use of APIs
in the banking sector, API security concerns are becoming more pressing, and it is crucial to
ensure that sensitive financial data is protected. Techwave understands the importance of
security and works closely with our clients to implement robust security measures, such as
encryption, authentication, and authorization, to protect data and prevent unauthorized
access.
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Second, scalability is critical for the success of any API ecosystem. Financial institutions
must be able to accommodate growth and handle increased traffic as their API usage
grows. Techwave's approach to APl ecosystem management is designed to be scalable,
with a flexible infrastructure that can be easily adapted to meet the changing needs of our
clients. Our APl management platform is designed to handle large volumes of traffic. We
work with our clients to ensure that their APl ecosystems can accommodate growth and
provide a seamless experience for their customers.

Finally, agility is essential for success in the rapidly changing world of APIs. Financial
institutions must be able to quickly adapt to new technologies, changing regulations, and
shifting market conditions. Techwave's APl management platform is designed to be highly
agile, allowing financial institutions to quickly and easily modify their APl ecosystems as
needed.

Our platform is designed to be easy to use, with a user-friendly interface that makes it
simple for financial institutions to manage their APl ecosystems. With a focus on
automation and integration, our platform streamlines the APl management process,
reducing the time and effort required to handle APIs and freeing up resources to focus on
innovation and growth.

We also provide extensive training and support, helping financial institutions fully leverage
their API ecosystems' potential and achieve their goals. Whether you are just starting to
explore the possibilities of APIs or looking to enhance your existing APl ecosystem,
Techwave
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API Ecosystem Management plays a crucial role in transforming the banking industry[1] .
With the rise of APIs and their importance in driving innovation and shaping the future of the
sector, it is imperative for banks to effectively manage their API ecosystems. This
whitepaper has provided an in-depth exploration of the API ecosystem in the banking
industry, covering the opportunities and challenges that banks face. The APl ecosystem
comprises partners, individuals, start-ups, and customers who access business services
from a digital platform provided by organizations. Effective APl management involves
understanding the role of APIs, developing strategies to leverage their benefits, and
mitigating their risks.

Techwave's APl Programme Delivery Approach has been highlighted in this whitepaper as a
solution to these challenges. The approach emphasizes the importance of a clear API
strategy, effective APl management, and a robust API governance model. By following this
approach, banks can ensure that their APl ecosystems are managed effectively, allowing
them to stay ahead in the rapidly changing digital landscape.

In conclusion, APIs have become a critical tool for banks in the digital age. By effectively
managing their APl ecosystems, banks can take advantage of new revenue streams,
streamline internal operations, and comply with regulations. The APl economy is constantly
evolving, and the banking sector must stay ahead of the curve to remain competitive. With
the right approach, banks can harness the power of APIs and the benefits of API
management[1] services to drive innovation, grow their businesses, and secure a
successful future in the digital age.
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