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The scaling challenge in
modern compliance

In modern financial markets, volatility and liquidity
can shift in milliseconds. Yet, the surveillance rules
designed to monitor these markets often rely on
rigid, static thresholds. This disconnect creates

a heavy burden on the analysts: as markets move
dynamically, compliance teams are forced to
manually retune parameters across thousands of
instruments, leaving highly skilled analysts managing
parameters instead of hunting actual market abuse.

Scila Surveillance addresses this challenge by

adding tools to complement rules-based surveillance.
By introducing intelligent, self-adjusting parameters,
Scila Surveillance allows compliance teams to deploy
alert rules that adapt to market conditions. The goal
of this technology is not to replace the analyst’s
judgment with an opaque automated system, but to
provide a scalable, proactive framework that reduces
the manual maintenance burden.
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The limits of static scaling

At times, static limits can struggle to cope with the
market’s natural ebb and flow. A primary driver of this
challenge is shifting volatility regimes, which creates
a significant operational liability where rules perfectly
tuned for a quiet period become sources of excessive
noise during a volatile period.

The volatility trap

During periods of high volatility, fixed thresholds can
generate a flood of false positives, forcing analysts

to sift through noise rather than investigating genuine
risks. Conversely, during periods of low volatility, these
same loose thresholds fail to detect subtle manipula-
tion, leaving the firm exposed to regulatory risk.

The maintenance burden

The operational cost of manually retuning rules
can be high. Compliance teams often manage
thousands of instruments, ranging from highly
liquid stocks to illiquid bonds. Treating a major
index future the same as an illiquid commodity
contract inevitably leads to poor surveillance
quality. Attempting to manually calibrate parame-
ters for each instrument type consumes valuable
resources that should be dedicated to analysis.

Modular and expert-driven adaptability

To overcome the limitations of a "one-size-fits-all”
approach, Scila Surveillance solves the static threshold
problem by anchoring surveillance in parameters
calibrated by statistics rather than nominal values.

This is an inherently transparent, modular architectu-
re. The compliance officer still defines the risk profile
while the platform provides the dynamic building
blocks that allow those rules to scale mathematically
alongside market conditions.
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Z-score-based dynamic thresholds

To automatically distinguish between normal market
noise and statistically significant outliers, Scila
Surveillance incorporates Z-Score statistical bench-
marking into its core price movement alert rules.

Statistical significance over nominal value

The system shifts the focus from absolute values (e.g.,
Price change > €5) to statistical deviations (e.g., Price
change > 3 standard deviations). By utilizing Z-scores
and log returns, the system normalizes behavior
across different asset classes. A 3-sigma move is sta-
tistically significant whether the asset is priced at €10
or €1000, ensuring consistent

surveillance coverage.

Hybrid configuration for tailored safety

For maximum flexibility, these rules now support a
combination of limit types. Compliance teams can
configure rules to require Ticks and Percentage
thresholds alongside Z-Scores, creating a multi-lay-
ered safety net that respects both nominal market
structure and statistical reality.

Quiet market: A trader attempts to aggressively
ramp a price. Because volatility is low, the dyna-
mic thresholds have tightened, and the system
detects the anomaly immediately.

é Scenario: Ramping in different market conditions

Turbulent market: The market reacts to a ma-
croeconomic event with sharp price swings. The
thresholds widen automatically, ignoring the normal
volatility and preventing a flood of false positives.

Dynamic order book grouping

While surveillance granularity is essential, configura-
tion must remain manageable. It is not enough for the
rules to adapt, the instruments themselves must be
monitored according to their current behavior.

Instead of manually assigning rules to broad static
instrument groupings, Scila Surveillance utilizes
automated segmentation to group them based on
statistical behavior. To further highlight the modula-
rity of the platform, these groups can be configured

broadly or highly specifically. For instance, users can
define logic such as "Top 20% by Volatility” across all
asset classes, or narrow it down to "Top 5% Equity
Options by Volatility”. This ensures that an instrument
is always monitored according to its current behavior,
not how it traded six months ago. For sophisticated
risk grouping, the platform also allows for weighted
scoring (e.g., Volume + Volatility + Trade Count).

A compliance team needs to apply strict spoo-

fing rules to illiquid energy contracts. Instead of
manually defining parameters per asset class or
instrument type, they utilize automated classifi-

é Scenario: Automated liquidity buckets

cation. The system identifies instruments with low
liquidity behavior and automatically places them
into the "Illiquid” bucket, applying the stricter rules
without manual intervention.
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Monitor. Identify. Act.

By automating the classification of instru- ting genuine market abuse risks rather than
ments and the adjustment of thresholds, dismissing noise. Ultimately, utilizing dyna-

Scila Surveillance drastically reduces the mic parameters demonstrates to regulators
time required for parameter maintenance. that the firm possesses a surveillance func-

. tion that actively evolves with the market,
This augmented approach empowers the

- rather than one that simply reacts to it.
human expert. A lower false-positive rate

means analysts spend their time investiga-
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About Scila

Scilais a leadling provider
of innovative trade
surveillance and risk
management solutions
for market participants,
marketplaces, and
regulators.

Founded in Stockholm in
2008, we have a proven
track record of delivering
high-performance tech-
nology that empowers
clients to ensure market
integrity, manage risk
effectively, and maintain
a competitive edge.

We offer two flagship
solutions: Scila Surveil-
lance, a globally renow-
ned market surveillance
offering, and Scila Risk, a
modern multi-asset risk

management platform.
Both solutions are built
on a foundation of trust,
agility, and a commit-
ment to continuous
innovation.

A core value, present from
the very start of Scila, is
to partner with our clients.
We always aim to deliver
solutions tailored to their
specific needs, fostering
long-lasting relationships
built on mutual success.

This has resulted in a
strong and growing
customer base, counting
a wide range of firms, in-

cluding prominent names,
such as Deutsche Borse,
Erste Bank, Glencore, the
Central Bank of Ireland,

EEX, KGI Securities,
Statkraft, and
Capital.com.

Scila is headquartered in
Stockholm, Sweden, with
a global presence and
boots on the ground in
Chicago, London, Paris,
and Singapore.
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