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Background of the report

PricePoint™ is a quarterly compendium of key demand- and supply-side trends impacting pricing in Information Technology Outsourcing (ITO) and Business Process Outsourcing
(BPO) deals. It is published by the Pricing Assurance practice at Everest Group that conducts pricing advisory engagements for large global buyers and providers of outsourcing
services. PricePoint™ draws entirely from first-hand information and insights that have been generated from:

e Live advisory engagements

Analyst briefings and direct market conversations

Proprietary cost- and transaction-tracking tools

Financial results published by service providers

PricePoint™ focuses on market developments in India and the United States, which serve as the key offshore and onshore delivery locations for outsourced services, respectively.
Other delivery locations are included as part of featured research, whenever necessitated by market developments.

What objectives does PricePoint™ serve:

e Supports (re)negotiation efforts

e Assists in internal decision-making or calibration as per the market dynamics

e Serves as a potential thought-starter in the unexplored areas of pricing or spend efficiency

What objectives does PricePoint™ not serve:
e Comprehensive benchmarking of client-specific resource units, service levels, or delivery metrics
e Customized guidance on optimizing contract fee

e Specific peer intelligence
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Guide to interpreting pricing dashboards for outsourced IT and business process services

Area Pricing implication symbols

\ 4 - *

Decrease price Sustain price Increase price

Impact of price drivers

These symbols represent the impact of each price driver on the overall pricing in isolation.

Overall price trend/outlook

Significant Stability Significant
decrease in price in price increase in price
Marginal Marginal
decrease in price increase in price

These symbols represent the impact of each price driver on the overall pricing in isolation.

Note: Due to a delay in the publication of financial results by service providers, PricePoint™ reports are published with a time lag of one quarter
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Pricing dynamics in outsourced IT services
Pricing dashboard — summary of pricing drivers in Q2 2020

v
Overall trend in Q2 2020 .’ . ‘ ‘

v
Outlook for Q3 2020 00000

Dimension Price driver
Demand-side Deal size
factors
Deal volume
Value mix

New deal-renewal mix

Resource utilization
St Overhead cost
factors

Financial performance

Macroeconomic Inflation

factors Forex rates

1 ACV: Annual Contract Value; ERP/SI : Enterprise Resource Planning / System Integration; ADM:
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In Q2 2020, stringent lockdowns imposed worldwide severely impacted the operations for service providers. The demand for ITO deals in this quarter
remained muted, with traction observed for deals involving cloud migration, cybersecurity, and digital workplace services. The fall in revenue growth rate
was significant as it entered the negative territory due to demand- and supply-side constraints, which also led to a shift in operating margins, largely offset
by cost optimization measures. Thus, pricing declined at both offshore and onshore locations in this quarter

In the upcoming quarters, provided that the spread of COVID-19 is suppressed and countries lift restrictions, it is expected that the overall
macroeconomic demand might pick up. Additionally, with abridged supply constraints, pressure on the price and margins for service providers may also
start to soften. Service providers are likely to focus on cost optimization and improvement in utilization rates by reskilling employees in the remote working
model, that is predicted to transform into a hybrid model in future. Further, the acceleration in digital transformations led by the pandemic, can be
leveraged by the service providers as an opportunity. Thus, the pricing for IT services is expected to decline in Q3 2020 as well

Impactin Impactin Conclusion

Q12020 Q22020
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The share of small (ACV! < US$10 million) and mid-sized (US$10 million < ACV < US$ 50 million) deals increased,
whereas that of large (ACV > US$50 million) deals fell in Q2 2020 vis-a-vis Q1 2020

The overall deal count remained stagnant in Q2 2020 as compared to the previous quarter

The share of ERP/SI!, Infrastructure Outsourcing (10), and ADM! deals remained stagnant in this quarter vis-a-vis last
quarter

The share of new deals as a percentage of the total deals remained stagnant in Q2 2020, as compared to Q1 2020
(Refer to pages 10 and 11 for details)

The resource utilization rate fell in Q2 quarter, as compared to the Q1 2020
Overhead expenses as a percentage of revenue also declined in Q2 2020 vis-a-vis Q1 2020

Both Indian as well as global service providers witnessed a decline in revenue growth rate. Indian service providers recorded
a fall in operating margin, however, the margins for global players improved marginally (Refer to pages 12 and 13 for details)

Wage growth across both India and the US remained flat. Growth in facilities and real-estate remained stagnant in this
quarter

The average value of INR depreciated by 1.45% against USD in Q2 2020 _
(Refer to pages 14 and 15 for details)

Application Development and Maintenance



Factors affecting pricing dynamics in outsourced IT services

Price movement has been impacted by movements in the following three levers (which have been analyzed in the previous slides)

Demand-side analysis
e Deal-size mix
9 ° Numberof ITO deals announced
e Value mix of ITO deals
e New deal-renewal mix in ITO

Supply-side analysis

e Resource utilization
IW e Overhead cost (SG&A expenses)
e Revenue growth (YoY)
e Operating margin
Key macroeconomic factors
@ e Operating cost inflation in India and the United States
e Forex movement in India and the United States

Note: In the next page, the impact of the above-mentioned factors on the actual price movement for ITO deals at
offshore and onsite locations has been captured. It also showcases the expected future outlook for Q3 2020

-

%
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Featured research offers an assessment of automation potential across Record-to-
Report (R2R) services

Automation potential assessment | R2R (page 1 of 3)
The automation potential across different R2R processes have been typically observed to be lower than
that of the P2P and O2C processes

Percentage of activities automated High (H) Medium (M) Low (L)

Market adoption Rank 1 @) J(J() Rank5 I IR D&

Automation potent 1 Degree of reduction in FTEs O Low O Medium 0 High

Percentage of Degree of . . .
actvics atomated | redictennET tionale (typical activities automated across this service line and insi

Automate balance sheet account reconciliations by extracting the GL information and|
period open items from ERP & accounting systems to populate and reconcile into stal

Account M-H O EEE@E) | ©mpiates for reconciliation based on rules How automation potential varies? | R2R (page 1 of 2)

Automate identifying unmatched transactions and routing them for investigation and 1]

Creation of reconciling items with supporting documents and post into ERP ater due | The automation potential depends on the operating environment complexity of the organization across their

reconciliations

e Automate the bank account reconciliation process
P R2R processes
* Recurring Journal Entry(JE) creation through standard JE templates, scheduling, and
rocessin H 0 oEoomms o Automatically sending for Journal Voucher (JV) approvals
P 9 . % " . Tower R2R
o JE posting with supporting documents into ERP/finance systems
Process incl Account iliati journal entry processing, month end close, intercompany reconciliations, fixed assets, treasury, regulatory reporting, general reporting, and FP&A
9,
e Automatic creation of routine period end tasks and allocation Service model Managed services
Month end M-H Q 1T 1] = e Automatic alerts/escalations on critical delays
close . — e Reporting and tracking of month end close activities (in real-time) Ciient envi . . tion potential range based on client environment characteristics
i i i ient environment parameters
e Automatic carry over and ageing of open items oW endt Medium? High end?
Standardization (process, skills/ N dized operations with i Partly standardized operations with few policy Hg:ly §l?:1dard|§ﬁg operations with :-fccouanélrr;gs
language, etc.) dard and across ies/entiti iations across ies/entiti policy g 2
countries and entities
Delivery mix or service D lized operation with F FTEs Mix of consolidated & fragmented FTEs across s 2
/_E?/ergst Group®  Propristary & Confidential. ©2020 E placement across more than three locations two to three locations Gonsolidated -1Es;acrossioneioniwolocations:

Second-generation outsourcer / or GIC with

5 z % First-generation outsourcer with low process
medium process maturity and automation

maturity and automation penetration

Second- and third-generation outsourcer / GIC with
high process maturity and automation penetration

Process maturity

penetration
Cosiof datization Low digital (high excel-based operations than Partly digital (mix of excel-based operations & C digital (recorded & processed through
9 standard R2R systems ) standard R2R systems) standard R2R systems)

s Legacy & non-sfandardlzed iT Iapdscape (larqe 09 i Highly modernized IT landscape with uniform

Technology fragmentation of ERP/accounting systems varying by countries or Mix of legacy and modern IT systems ERP/: * ities/ g
entities) ‘accounting systems across entities/countries)
Number of entities Higher number of entities & business units Medium number of entities/BUs Lower number of entities & BUs
G Low alignment of IT and senior Angh' IT alignment but limited senior High g of IT and senior management
automation mandate
1 A particular client may not have all the client envi ling to it i lion potential scenario, however, it can still fall under a specific category if it meets the maximum parameters pertaining to that
category as listed in the above table
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Research calendar
PricePoint™

Il Published Planned M Current release
PricePoint™ Q1 2017 Points to Consider in the Pricing of Outsourcing Services July 2017
PricePoint™ Q2 2017 Points to Consider in the Pricing of Outsourcing Services September 2017
PricePoint™ Q3 2017 Points to Consider in the Pricing of Outsourcing Services December 2017
PricePoint™ Q4 2017 Points to Consider in the Pricing of Outsourcing Services March 2018
PricePoint™ Q1 2018 Points to Consider in the Pricing of Outsourcing Services July 2018
PricePoint™ Q2 2018 Points to Consider in the Pricing of Outsourcing Services October 2018
PricePoint™ Q3 2018 Points to Consider in the Pricing of Outsourcing Services February 2019
PricePoint™ Q4 2018 Points to Consider in the Pricing of Outsourcing Services April 2019
PricePoint™ Q1 2019 Points to Consider in the Pricing of Outsourcing Services September 2019
PricePoint™ Q2 2019 Points to Consider in the Pricing of Outsourcing Services November 2019
PricePoint™ Q3 2019 Points to Consider in the Pricing of Outsourcing Services March 2020
PricePoint™ Q4 2019 Points to Consider in the Pricing of Outsourcing Services April 2020
PricePoint™ Q1 2020 Points to Consider in the Pricing of Outsourcing Services July 2020
PricePoint™: Q2 2020 - Points to Consider in the Pricing of Outsourcing Services September 2020

Note:  For a list of all of our published PricePoint™ reports, please refer to our website page
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With you on the journey

Everest Group is a consulting and research firm focused on strategic IT, business services, engineering services, and sourcing.
Our clients include leading global enterprises, service providers, and investors. Through our research-informed insights and
deep experience, we guide clients in their journeys to achieve heightened operational and financial performance, accelerated
value delivery, and high-impact business outcomes. Details and in-depth content are available at everestgrp.com.

Stay connected

Website Dallas (Headquarters) London

everestgrp.com info@everestgrp.com unitedkingdom@everestgrp.com
+1-214-451-3000 +44-207-129-1318

Social Media

Y @EverestGroup Bangalore New York
india@everestgrp.com info@everestgrp.com

[ @Everest Group +91-80-61463500 +1-646-805-4000

€) @Everest Group

@ @Everest Group Delhi Toronto
india@everestgrp.com canada@everestgrp.com

Blog +91-124-496-1000 +1-416-388-6765

everestgrp.com/blog

Podcast

DigitalReall Ty

U K‘ppale Podcasts » ErErEEEE i

This document is for informational purposes only, and it is being provided “as is” and “as available” without any warranty of any kind, including any warranties of completeness, adequacy, or fitness
for a particular purpose. Everest Group is not a legal or investment adviser; the contents of this document should not be construed as legal, tax, or investment advice. This document should not be
used as a substitute for consultation with professional advisors, and Everest Group disclaims liability for any actions or decisions not to act that are taken as a result of any material in this publication.
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