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Background and scope of the research

Background of the research

e The economic recession and the subprime mortgage crisis (2008 to 2011) impacted the U.S. mortgage industry significantly,
and led to increased cost and regulatory pressures on lenders and servicers

e Global sourcing is being looked at, by lenders and servicers both, as one of the levers to address these pressures. At the
same time, these pressures are also affecting the pace and pattern of adoption of global sourcing in the U.S. mortgage
industry

e Service providers have also evolved their capabilities to meet the changing needs of the industry

In this research, we analyze global sourcing trends in the U.S. residential mortgages?! industry. We focus on:
e Evolution and current level of adoption of global sourcing of services in the residential mortgage industry
e Sourcing strategies across leading financial institutions in the mortgage space
— Function mix
— Locations leveraged
— Sourcing models used
e Landscape of the IT and BPO service providers in the mortgage industry
e Perspectives on potential themes and opportunities that are likely to influence outsourcing and offshoring in the future

The scope and methodology of this research include:

e Primary research: Everest Group conducted interviews with leading buyers in the U.S. mortgage processing industry on their
mortgage processing portfolio (in-house or outsourced). This information forms the basis of the analysis on buyer adoption

e Services scope: BPO (voice and non-voice), ITO (applications development and maintenance), and KPO (e.g., reporting and
analytics)

e Focus (buyer geography): The United States

e Service provider landscape: Key providers offering services related to the residential mortgage industry, having signed deals
in the public domain with U.S.-based buyers (banks and other financial institutions)

1 Residential mortgages are loans secured on residential real estate, primarily in order for the property to be purchased by a householder
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Overview and abbreviated summary of key messages

This report examines the global sourcing trends in the U.S. residential mortgages industry. Analyses include evolution and current
level of adoption of global sourcing of services, sourcing strategies across leading financial institutions, and perspectives on
potential themes / opportunities likely to influence global sourcing in the future. The report also provides an introduction to the IT-
BPO service provider landscape for the mortgage industry.

Some of the findings in this report, among others, are:

U.S. residential e The U.S. residential mortgage market declined over 2007-11 at a CAGR of (-)1.8%

mortgage market e Although there are some early signs of recovery in the macro-economic environment, total home

overview sales, and mortgage originations, significant uncertainty remains around the future course of the
market

Trends across buyer e Non-voice BP is the largest contributor to offshore scale, followed by voice-based processes

adoption and sourcing ¢ India and the Philippines are the leading locations in terms of total offshore scale supporting the

models leading mortgage financial institutions

e Most companies leverage a mix of both sourcing models, although there are company-wide
differences driven by various factors

Service provider e Overall, service providers have evolved capabilities in customer service, BP-origination, and IT-
landscape and ADM processes

emerging trends e Service providers in the mortgage IT-BPO market continue to make investments to achieve
organic/inorganic growth, aimed at expanding the breadth and depth of their mortgage
processing capabilities.

Key future trends to e Increased pressure brought on by the financial crisis and increased regulatory oversight are

watch likely to increase the overall outsourcing/offshoring adoption among buyers

e However, there are certain specific areas in mortgage origination and servicing that are likely to
witness greater level of global sourcing adoption

A Copyright © 2012, Everest Global, Inc.
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This study offers four distinct chapters providing a deep dive
into key aspects of mortgage global sourcing market

U.S. residential mortgage market overview Trends across buyer adoption and sourcing models
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Additional research references

The following documents are recommended for additional insight on the topic covered in this report. The recommended
documents either provide additional details on the topic or provide complementary content that may be of interest.

1. Global GIC Landscape and Trends: Focus Geography — Poland (EGR-2012-2-R-0747); 2012. This report provides an in-depth
analysis of the global offshore GIC landscape and insights into key trends of the last 30 months (2009-2011). The report also provides a
deep-dive into the GIC landscape in six key industry verticals and a focus section on Poland

2. BFS BPO Annual Report 2012 (EGR-2012-11-R-0710a); 2012. This report highlights key trends in BPO markets, the drivers and
challenges for greater BPO adoption, service provider profiles and strategies for growth and profits, and the unique issues that confront
the BFS BPO industry today

3. Outsourcing and Offshoring Trends in Pharmaceuticals (EGR-2011-2-R-0600); 2011. This report provides an in-depth analysis of
outsourcing and offshoring in the pharma industry, with focus on outsourcing transactions in the industry, buyer adoption of outsourcing,
and service provider landscape

For more information on this and other research published by Everest Group, please contact us:

H. Karthik, Vice President — Global Sourcing: hkarthik@everestgrp.com

Anurag Srivastava, Senior Analyst: anurag.srivastava@everestgrp.com
Rishabh Gupta, Senior Analyst: rishabh.gupta@everestgrp.com
Saurabh Jain, Analyst: saurabh.jain@everestgrp.com

GS Team: GSTeam@everestgrp.com

Everest Group
Two Galleria Tower

13455 Noel Road, Suite 2100 Phone: +1-214-451-3110
Dallas, TX 75240 Email: info@everestgrp.com
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Everest Group

Leading clients from insight to action

Everest Group is an advisor to business leaders on the next generation of global services with a worldwide reputation for helping
Global 1000 firms dramatically improve their performance by optimizing their back- and middle-office business services. With a
fact-based approach driving outcomes, Everest Group counsels organizations with complex challenges related to the use and
delivery of global services in their pursuits to balance short-term needs with long-term goals. Through its practical consulting,
original research, and industry resource services, Everest Group helps clients maximize value from delivery strategies, talent and
sourcing models, technologies, and management approaches. Established in 1991, Everest Group serves users of global
services, providers of services, country organizations, and private equity firms in six continents across all industry categories. For
more information, please visit www.everestgrp.com and research.everestgrp.com.
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