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Abstract
Financial service providers operate highly complex IT 
environments and handle enormous volumes of data. As a result, 
effective software testing is essential whenever a new system is 
introduced, a new release or patch level is installed, or parameters 
are modified. So, in this paper, we have discussed the importance 
of Software Testing in Investment Banking.
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I. Introduction
The ever-increasing complexity of today’s software products, 
combined with greater competitive pressures and skyrocketing 
costs of software breakdown have pushed the need for testing to 
new heights. While the pressures to deliver high-quality software 
products continue to grow, shrinking development and deployment 
schedules, geographically dispersed organizations, limited 
resources, and soaring turnover rates for skilled engineers make 
delivering quality products the greatest challenge. Faced with the 
reality of having to do more with less, manage multiple projects 
and distributed project teams, many organizations are facing 
innumerable challenges in managing the quality programs for 
their products] In addition, there is a continuing urge for enhancing 
the operational capabilities of the teams so as to be able to produce 
more and more with a reducing investment bucket [6-7].
Efficient utilization of the effort allocated for software testing is 
crucial towards ensuring maximum test coverage resulting in high-
quality end-product. Hence, monitoring the effort going towards 
various test activities or phases and taking required improvement 
actions can result in an optimum execution of these activities. The 
metric utilized for this purpose is the phase-wise cost of testing. 
Fig. 1 shows Cost of Testing: Phase wise.

Fig. 1: Cost of Testing: Phase Wise [6]

II. Software Testing
Testing is the process of evaluating a system or its component(s) 
with the intent to find that whether it satisfies the specified 
requirements or not. Testing is executing a system in order to 
identify any gaps, errors or missing requirements in contrary to 

the actual desire or requirements [1, 5]. 

A. Importance of Software Testing
To discover defects.• 
To avoid user detecting problems• 
To prove that the software has no faults• 
To learn about the reliability of the software.• 
To avoid being sued by customers• 
To ensure that product works as user expected.• 
To stay in business• 
To detect defects early, which helps in reducing the cost of • 
defect fixing [3-4].

B. Solutions by Software Testing
Business requirements • 
Functional design requirements • 
Technical design requirements • 
Regulatory requirements • 
Programmer code • 
Systems administration standards and restrictions • 
Corporate standards • 
Professional or trade association best practices • 
Hardware configuration • 
Cultural issues and language differences• 

III. Investment Banking
Investment banking is a term that describes the business of raising 
the capital for companies and advising them on financing and 
merger alternatives. It doesn’t mean investing or banking. It’s a 
broader term that deals with capital and securities. Capital means 
cash which a company needs for its growth and securities are the 
bonds and stocks. Investment bank derives the cash by selling 
the securities to the public investors. An investment bank can be 
divided into front office, middle office and back office.

A. Functions of Investment Banking
Investment banks have many functions to perform. Some of the 
most important functions of investment banking are as follows:

1. IPOs
Investment Banks facilitate public and Private Corporation’s 
Initial Public Offering known as IPO (issuing securities in the 
primary market) by providing underwriting services. Other 
services include acting as intermediaries in trading for clients 
and foreign exchange management.

2. Investment Management 
Investment Bankers also provide advice to investors to purchase, 
manage and trade various securities (shares, bonds, etc.) and other 
assets (e.g. real estate). Investors may be institutions (insurance 
companies, pension funds, corporations etc.) or private investors. 
The investment management division of an investment bank is 
divided into separate groups, namely, Private Wealth Management 
and Private Client Services.
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3. Boutiques
Small investment banking firms providing financial services 
are called boutiques. These mainly specialize in trading bonds, 
advising for mergers and acquisitions, providing technical analysis 
etc.

4. Mergers and Acquisitions
Another major function of the investment banking include mergers 
and acquisitions (M&A) and corporate finance which involve 
subscribing investors to a security issuance, coordinating with 
bidders, or negotiating with a merger target.

5. Structuring of Derivatives
This has been a relatively recent division which involves highly 
technical and numerate employees working on creating complex 
structured derivative products which typically offer much greater 
margins and returns than underlying cash securities.

6. Merchant Banking
It is nothing but the private equity activity of investment banks. 
Goldman Sachs Capital Partners and JPMorgan’s One Equity 
Partners are the current examples. (Note: Originally, “merchant 
bank” was the British English term for an investment bank.)

7. Research
It is another important function of an Investment bank which 
reviews companies and writes reports about their prospects with 
“buy” or “sell” ratings. Though this division does not generate 
direct revenues, the information gathered or produced by them 
is used to guide investors and in some cases for Mergers and 
Acquisitions.

8. Risk Management 
It is a continuously ongoing activity which involves analyzing 
the market and credit risk that traders are taking onto the balance 
sheet in conducting their daily trades, and setting limits on the 
amount of capital that they are able to trade in order to prevent 
‘bad’ trades having a detrimental effect to a desk overall [2].

IV. Conclusion
In order to work smoothly with the newly installed software/
applications, it is necessary to test the software which is known 
as software testing. Testing is the process of evaluating a system 
or its component(s) with the intent to find that whether it satisfies 
the specified requirements or not. This paper discussed about the 
Software Testing in investment banking.
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