
As a facsimile of orders placed on an exchange by a trading firm, drop copy data can be used by 
trading firms for end-of-day trade reconciliation and risk management purposes. Increasingly, 
however, firms are required to process high volumes of dopy copies in real-time for regulatory 
reporting and risk mitigation purposes, challenging them to make use of proprietary or 
off-the-shelf data management systems capable of standardising and normalising the data.

Drop copy data management systems can utilise a normalisation layer to filter data 
feeds received from hundreds of different types of exchanges, many of which use 
different messaging protocols requiring standardisation before they can be fully 
processed by trading firms. Once the data is normalised, it can be visualised using 
intuitive dashboards for risk management and risk mitigation purposes as well as for 
regulatory reporting. 

DATA SOURCING 
In order for a trading firm to 
effectively utilise drop copy data 
visualisation tools for regulatory 
reporting and risk mitigation 
purposes, it must first create a 
dedicated golden source 
database for all exchange 
reports allowing for their analysis 
in real time. 

TRADE RECONCILIATION 
For trading firms offering their 
clients direct market access or 
sponsored access to an 
exchange, drop copy data 
management systems that allow 
for the real-time reconciliation of 
exchange-level data can use 
exception files to capture stray 
data or to identify holes in a long 
chain of trades.  

TRADE MONITORING 
Drop copy data management 
systems also allow firms the 
additional ability to monitor the 
efficiency of agency client 
algorithms and, when necessary, 
deploy kill switches to terminate 
unwanted levels of activity.
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This whitepaper explores the current state of drop copy data management systems as a new form 
of e-trading risk mitigation tool in 2016. The whitepaper examines how new regulations requiring 
trading firms to comply with pre- and post-trade transparency mandates are causing the 
long-standing use of drop copies as a risk management tool to evolve to a level where the data 
can now be processed in real-time for risk mitigation purposes. 
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