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Changes in Market Vista™ Q3 2022

I Inclusions in previous iterations I cChanges introduced in Market Vista™ Q3 2022 report

Addition of 11 service providers (Arvato, Cyient, EPAM, Globant, Kyndryl, LTI, LTTS, Mindtree, Mphasis, Persistent, and TTEC) and removal of five service providers
(AVL, Capita, Fujitsu, Sutherland, and T-systems). Changes are reflected in the outsourcing overview section for financials, M&A, and locations analysis

Coverage included 29 service providers Coverage now includes 35 service providers

Section consolidation of the report

Market overview section comprised of outsourcing and GBS Outsourcing and service provider development sections have been
analysis followed by service provider development section and combined to form section | of the report under outsourcing overview
locations trends and risk section followed by GBS market trends and locations trends and risk sections

Addition of overview dashboard slides in the outsourcing, GBS, and locations trends sections

A summary dashboard slide at the beginning of each section forming a brief

Not present in the previous iterations synopsis of the detailed analysis in the subsequent slides of each section

Addition of outsourcing and GBS health index slides in section | and I

A market health index analysis calculated using multiple parameters under
Not present in the previous iterations transactions and GBS centers comprising of favorable and unfavorable
factors impacting respective markets
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Global services | key market trends in Q2 2022

" The number of publicly announced transactions declined sharply in Q2 2022. Enterprise
demand for the datacenter and colocation market increased to expand the reach and
capabilities of their networks. Additionally, the growing adoption of cloud services across

. companies increased the use of datacenters.

Providers’ operating margins continue to contract, though revenue increased in Q1 2022 due to
§ higher costs on account of wage hikes, wage payouts and bonuses, and sub-contractor costs.

. M&A activity significantly increased in Q2 2022 compared to the previous quarter. About 17%
™~ - of the M&As were centered around ESG, including driving sustainability, improving
sustainability performance, and adding sustainability-based capabilities for clients.

| Offshore delivery continues to experience recovery in terms of the number of setups, with
( activity increasing in Central and Eastern Europe (CEE) and Rest of Nearshore Europe
o (RONE) compared to Q1 2022, but it remains lower than before the Russia-Ukraine conflict,
indicating companies’ cautious outlook toward the CEE region. GBS setups increased in
. Western Europe, particularly Germany and the UK, with enterprises looking to access niche
and localized engineering talent pools.
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Global services dashboard | Q2 2022

Outsourcing/offshoring market overview

Overall outsourcing demand, as well as the share of digital deals,
saw a decrease, compared to the previous quarter
Number of outsourcing transactions

415

379

Q2 2021 Q12022 Q2 2022

Overall GBS activity increased vis-a-vis Q1 2022
Number of new GBS setups and expansions

Note 1

Bl Q22021 [ Q12022 Q2 2022
50
44 43
32
26 29
Onshore Offshore & nearshore

Digital details around each parameter are added in respective sections

Vo4& Share of digital-focused activity

Offshore/nearshore location dynamics Service provider developments and trends
Increase in overall setup activity, compared to the last quarter The consolidated revenue for both offshore-heritage and global
Number of delivery center setups providers increased in Q1 2022
Annual growth in revenue (Q1 2022 vs. Q1 2021)
I Last four quarters average [l Q1 2022 Q2 2022
35 38 15.6%
27 0
18 24 9.5% 11.3%
12 14 9
6
Asia CEE & RONE, Middle Latin Amgrica and the Global service Offshore-heritage Overall
East, and Africa Caribbean providers service providers

Number of setups in tier-2/3 locations increased while tier-1 Both acquisition and alliance activity increased, compared with
remained the same during Q2 2022; Share of digital setups in tier- the previous quarter
2/3 increased significantly Number of acquisitions and alliances
Number of delivery center setups

I Last four quarters average [l Q1 2021 Q2 2022 B Q22021 [ Q12022 Q2 2022

50 50

92 97
72
21 23
33
16 29
Tier-1 Tier-2/3 Acquisitions Alliances

Note 2 Q1: January-March, Q2: April-June, Q3: July-September, and Q4: October-December
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Key developments in the digital space | Q2 2022
Digital-focused activity

Digital-focused activity Q

Mergers and acquisitions Delivery Iocation

e In Q2 2022, ~31% of the M&As were digital
focused. Global service providers
continued to have a majority share in digital
M&As, with Accenture leading the activity

e Canada and India dominated the locations’ activity
for digital delivery center setups. Within India, activity
was split between tier-1 and tier 2 cities

e IBM led the location activity with the highest number
of digital-focused center setups, followed by Tech
Mahindra and TCS. The centers focus on
automation, analytics, and loT services

o Within digital, cloud was the most focused
capability, followed by advanced
automation and analytics

Alliances ;

N e In Q2 2022, ~74% of the alliances were digital-
focused partnerships. Accenture dominated the total

Financials CE digital alliances share, followed by Atos and IBM

e Cognizant’s digital e Cloud and advanced automation continued to be the
revenue accounted for most leveraged capabilities in alliances

approximately 50% of the
total revenue
(~US$4,906 million), 8 qutsourcing deals

0,
YoY CC growth of 13% e US Environmental Protection Agency selected General
Dynamics Information Technology for cloud and
cybersecurity services

e Accenture acquired Allgemeines Rechenzentrum to
expand its cloud-based Banking Platform-as-a-Service

(BPaasS) offerings for banking clients across Europe e Department of Veterans Affairs (US) selected GovCIO for

e Tech Mahindra launched TechM amplifAlQ, a suite of Al analytics services
offerings and solutions to scale the deployment of Al e Education Authority (Ireland) selected Capita Group for
and help enterprises solve complex problems cloud and automation services
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Research calendar
Market Vista™

Il Published Planned [l Current release
Market Vista™: Industry Insights — Banking and Financial Services December 2021
Trump Cards: Driving Healthcare Innovation During Uncertainty December 2021
It Is Not a Talent War; It Is a New Reality — 2022 Key Issues in Global Sourcing — Enterprise Perspective February 2022
Market Vista™: Q1 2022 February 2022
It Is Not a Talent War; It Is a New Reality — 2022 Key Issues in Global Sourcing — Service Provider Perspective March 2022
Market Vista™: 2021 Year in Review and Outlook for 2022 March 2022
Market Vista™: Industry Insights — Telecom and Network May 2022
The Growing Need for Inclusive Talent Models: Learning from Impact Sourcing Specialists May 2022
Impact Sourcing Specialists Profiles - 2022 June 2022
Market Vista™: Q2 2022 June 2022
Market Vista™: Q3 2022 September 2022

Note: Click to see a list of all of our published Market Vista™ reports
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Everest Group®

With you on the journey

Everest Group is a research firm focused on strategic IT, business services, engineering services, and sourcing. Our research
also covers the technologies that power those processes and functions and the related talent trends and strategies. Our clients
include leading global companies, service and technology providers, and investors. Clients use our services to guide their
journeys to maximize operational and financial performance, transform experiences, and realize high-impact business
outcomes. Details and in-depth content are available at www.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

, @EverestGroup Bangalore Toronto
india@everestgrp.com canada@everestgrp.com

() @Everest Group +91-80-61463500 +1-416-388-6765

€) @Everest Group

© @Everest Group Delhi
india@everestgrp.com

Blog +91-124-496-1000

everestgrp.com/blog

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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