Using Python for Financial Services in Business

The financial services sector is dynamic and complex. Market, customer, transaction, and other
types of data are just the tip of the iceberg for businesses in this industry. Within this highly
competitive environment, extracting insights, making data-driven decisions, and automating
operations are essential. Python, a widely used and highly flexible programming language with a
simple syntax and an abundance of available libraries, has become an invaluable resource for
financial services companies looking to boost productivity, centralize processes, and
accelerate automation. In this article, we’ll explain the common uses of this programming
language in financial institutions.

What Is Python Used For in Finance?

Python development services have become increasingly popular in the finance industry due to
the language’s various applications, including banking software development, financial market
analysis, data analysis, risk management, portfolio optimization, and building stock trading
strategies. Python’s libraries, versatility, ease of use, and open-source nature make it an ideal
programming language for financial services providers.

Data Analysis and Visualization with Python

Understanding data through a visual context reveals trends, patterns, and connections that
could otherwise go undetected; this is the goal of data visualization. Many excellent, feature-
rich Python libraries are used to visualize financial data, including Matplotlib, Seaborn, Bokeh,
Altair, and Plotly. These data visualization packages offer a variety of tools for constructing
practical, customized, and visually appealing plots that present data most simply and
effectively as possible. Matplotlib is a good choice for creating publication-quality

figures, Seaborn is useful for visualizing statistical models, Bokeh is great for creating
interactive data visualization packages, Altair is useful for making complex visual
representations with large datasets, and Plotly is a web-based analytic application for Python.

Building Predictive Models with Python

The essence of predictive modeling is using historical data to determine an output. Python is
preferred by many data scientists and machine learning engineers in this context due to its
accessibility, syntax simplicity, and numerous useful open-source libraries and tools that make
predictions straightforward. Python libraries like Scikit-learn or TensorFlow are specifically
designed for building predictive models. These libraries provide a wide range of algorithms and
techniques for data preprocessing, model training, and model evaluation.

Using Python in Financial Risk Management

Dealing with the unknowns from the financial markets is one of the biggest headaches in the
financial industry. Financial institutions use Python programming language to construct risk
management systems that assist them in recognizing, evaluating, and controlling hazards to
their investments and other assets. Python’s data analysis and machine learning skills can be
used to build models for forecasting and analyzing the risk of financial products. In addition to
risk prediction, financial organizations can use Python to construct real-time risk monitoring
and management systems. They, for example, may automatically modify the portfolio’s
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exposure to a specific instrument or industry in response to changing market conditions or risk
levels.

Automating Financial Processes with Python

The financial sector’s operations can be automated with Python. It can help finance and
accounting departments save time and effort by automating routine tasks and streamlining
processes. The following fintech sectors’ tasks are examples of those that can be automated
using Python:

¢ Analyzing and displaying data: the ability to visualize unstructured data and rapid
plotting capabilities make Python the best solution for complex finance projects.

¢ Python helps develop valuation, risk, and portfolio optimization models used in
constructing financial models.

o The software can automatically generate major financial statements (balance sheets,
income statements, and cash flows).

e You may “scrape” information from the web using Python, including stock data, news
stories, and analyst reports.

e Python’s use in the finance sector aids in detecting fraudulent activity, which is
especially useful when an institution is processing a high volume of transactions.



Benefits of Using Python for Financial Analysis

Expert back-end development services using Python can greatly benefit the financial

sector. With a wealth of online resources, tutorials, documentation, and community support,
learning Python is easy for beginners, making it a language accessible even to non-technical
personnel.

Moreover, it helps construct applications quickly. The financial services industry needs to be
more agile and adaptable to provide customers with unique, high-value products and services.
Python’s easy-to-understand syntax can speed development by facilitating brief coding and
rapid iteration. In conjunction with frameworks like Django, it allows developers to prototype
and launch a working version of their applications rapidly.


https://www.scalosoft.com/services/back-end-development/

At the same time, the ability to manage and simplify enormous data sets makes it useful for
financial analysis.

In addition, Python has many benefits that make it ideal for algorithmic trading. Because of its
low learning curve and low barrier to entry, it is well suited for the fast creation and testing of
stock trading methods.

Python Libraries for Financial Data

Python’s ecosystem of libraries and tools specifically designed for financial services is vast and
comprehensive. No matter if you’re interested in performing complex computations, portfolio
creation, or trading simulation, these tools will help you perform financial operations in a fast
and efficient manner.

Pandas

Pandas is the library used for data analysis in quantitative finance, built based on two other
libraries - NumPy and Matplotlib. Data processing and analysis are divided into five phases:
loading, preparing, manipulating, modeling, and finally, analyzing. It is especially recommended
if you aim to diagnose, process and manipulate large amounts of data. Python’s Pandas library
can handle various data types, including observational and statistical sets and time series.

NumPy

NumPy was created with the aim of performing numerical calculations. Built on linear algebra, it
uses multidimensional array data type objects. That means that data, location, and
interpretation instructions are all stored in an array, which looks like a grid of numbers. NumPy
package is widely used in science and engineering and functions as the basis of many other
Python packages.

SciPy

SciPy, or Scientific Python, is an open-source library used in financial applications. The primary
motivation for developing the SciPy library was so that it could interface with NumPy arrays. It
includes numerical integration and optimization methods, among many other user-friendly
numerical procedures.

Pyfolio

If you’re interested in portfolio risk analysis, this tool is for you. The “tear sheet” at the heart

of Pyfolio comprises multiple plots that give a complete picture of a portfolio’s performance.
The library computes various metrics that traders can use to evaluate the profitability, volatility,
and leverage of a given asset or trading strategy. It also generates elaborate graphs based on
this information.

Statsmodels

It provides classes and functions to estimate a wide variety of statistical models, perform
statistical tests, and explore statistical data. You may get a plethora of information detailing the
results for each estimator. Using NumPy and SciPy as its foundation, Statsmodels also
incorporates the data-handling capabilities of Pandas, once again proving the high usability and
interdependency of various Python libraries.

Pynance
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Does the name resemble the word “finance”? Rightly so. Pynance is the most obvious example
of using Python for financial analysis. Data from the stock and derivatives markets can be
retrieved, analyzed, and visualized with the help of the app’s machine-learning capabilities. The
solution tracks the price of a stock and projects its future value. Users can create a portfolio
that monitors and calculates their profit/loss and examines stock statistics and market news.

Zipline

Introducing Python’s algorithmic trading simulator supporting backtesting and live trading.
Stefan Jansen, the library’s primary developer, continues to work on Zipline in an effort to keep it
current and accessible to his readers and the larger Python trading community. Zipline-
Reloaded is the new and improved version. It provides the algorithm with real-time and
historical data at specific points in time, eliminating the possibility of bias and automating the
system’s responsiveness to market changes.

Quandl

The solution’s catchphrase states, “The world’s most powerful data lives on Quandl.” Indeed, it
is a source of a multitude of financial and economic datasets, free or paid for. Users also have
the chance to sell their data to Quandl. What better way is there to use data science for
investment insights?

Challenges of Using Python in the Financial Services Sector

While Python is a robust financial analysis and modeling tool, some challenges are associated
with its use in the financial services sector. They include the following:

Security concerns: The financial services sector deals with sensitive and confidential
information, including financial transactions and customer and market data. Ensuring the
security and integrity of this data is critical. However, Python, an open-source language, may
raise security concerns related to data privacy, data leakage, and vulnerability to cyber threats if
not properly used.

Compliance and regulatory requirements: Financial services are subject to extensive
regulation, with consequent stringent compliance and regulatory obligations. Especially when
dealing with sensitive financial data, it may be difficult to use Python for financial analysis while
still following these standards.

Efficiency and scalability: Real-time processing of massive datasets and sophisticated
calculations are typical in financial analysis. Python’s popularity stems from its developer
friendliness and speed, but it’s not necessarily the most efficient language for computationally
challenging jobs. Python-based financial models or apps may need additional optimization work
to ensure maximum performance and scalability.

Depending on others: Python’s open-source library and package ecosystem is vast and
dynamic. It also means that banks may be reliant on external suppliers or libraries for mission-
critical services, which can introduce issues with uptime and maintenance.

Best Practices for Using Python in Financial Services

From small fintechs to big banks, institutions worldwide use this popular programming language
in financial applications. We’ve already mentioned some challenges you can meet when you
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use Python. We would also like to provide some tips on how best to use the language’s
extraordinary capabilities:

¢ Use the frameworks to import financial data, such as stock quotes, into Python for
subsequent processing and analysis.

¢ Automate the most critical processes, such as gathering data, analyzing it, and
generating actionable insights.

e Create permanent products that meet all national and international safety and
functionality standards.

o Pay attention to detail because nearly every solution requires a link to a bank’s API or
integration with a financial institution or service.

If you can, invest in the course and get to know Python’s valuable tools and applications. If you
prefer a thorough introduction to this language, contact the experts, such as our consultants
in Scalo. We’ll guide you through the depths of knowledge about Python for finance.
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