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This report provides perspectives on key aspects of the global sourcing market in Latvia

Latvia | at a glance

e Leveraged to support IT and finance functions. Increasing
evidence of delivery of advanced IT services and complex BP
processes

Riga, capital of Latvia, is the key delivery location from a
global services standpoint with ~9,000 FTEs |

Dominated by GBS, Latvia is mainly leveraged to serve
clients in Scandinavian countries (Norway, Sweden,
Denmark, and Finland) and Western Europe

annual tertiary
graduates

A promising Baltics location offering skilled multilingual talent with favorable business
environment for global services delivery

14,000-16,000 == Annual operating cost per FTE

18-23% savings over tier-2 UK (Manche;
15-25% higher cost than Poland (Warsa

Cultural and geographical proximity to the Scandinavian

Conducive business and operating environment with
attractive government incentives, which is further
strengthened by high level of digitization

Offers good multilingual skills, including those for English,
Russia, Norwegian, Swedish, German, Danish, and French

Latvia | risk profile (page 1 of 2)

Key challenges

Talent scalability and ramp-up are key challenges given
small graduate pool and lower maturity of global services
ecosystem

Operating costs are higher as compared to peer locations Parameter

Everest Group rating

Strong infrastructure support and stable outlook

@8 Highly favorable Favorable, some concerns @ Least favorable

Comments

wage inflation is alsoon therise @ s
e Location concentration risk (most centers located in Riga;

| and uncertainty in the geopolitical and macroeconomic Geopolitical

| landscape could reduce attractiveness for setting busines

| service centers

There have been conflicts related to identity politics, which have expanded from their traditional focus on
ethnic Latvians versus Russian speakers to a broader debate on liberal versus national-conservative values
The country elected a new government in 2019, and it lacked political representation for the large Russian-
speaking minority (30% of the population). This may cause unrest in the society

Relations with Russia became slightly strained as a result of construction of a fence at the Russian border in
2019, perceived by some Russian media outlets and politicians as a gesture against Moscow

swisscom

Macroeconomic

Latvia's GDP growth forecast has projected an increase of 3.3% and 6.5% in 2021 and 2022 respectively;
Latvia's inflation forecast is projected at 2.0% in 2021 and 2.9% in 2022

A rise of 6-8% in the average wage is expected in 2021 and almost 5-6% in the coming years. The
continued rise in the minimum wage rate can undermine the country’s external competitiveness

Like many other countries, Latvia was economically hit by the global pandemic and experienced a
recession. However, a strong recovery is expected in 2021

Stable outlook as per Moody's ratings and assessments

1 and
Source: Everest Group (2021); inputs from recruitment firms, market players, and investment agencies
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Latvia rankréirzwout of 141 countries in the Globalw(rlrvrarrrﬁpetitiveness Report 2019 by Worrlrdwlrirtr:ronomic Forum.
It ranks 15 for ICT! Adoption
Latvia has a highly developed logistics and communications infrastructure

Latvia launched Baltic Highway, which is a superior fiber-optic infrastructure that allows transmission of data
at cheap rates favoring data-intensive companies
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With you on the journey

Everest Group is a research firm focused on strategic IT, business services, engineering services, and sourcing. Our clients
include leading global companies, service providers, and investors. Clients use our services to guide 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 www.everestgrp.com.
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