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In our Market Vista™ Q3 2023 report, we have updated shoring and regions classification to
reflect latest market trends
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APAC UK and Western

Middle East
and Africa

**********************************

i Onshore locations —

Central and Eastern
Europe

**********************************

i Onshore location —

Latin America

**********************************

. Falls completely

North America India

**********************************

. Falls completely

Europe

**********************************

i Onshore locations —

(excluding India)

**********************************

i Onshore locations — |

**********************************

i Onshore location —

. Australia, Hong . Austria, Belgium, ' Russian Federation | | US ~ under offshore/ ~ under offshore/ . Saudi Arabia and
Kong,Japgn, New P Denmark, France, ' Offshore/nearshore ' Offshore/nearshore nearShore ,,,,,,,,,,,,,,,,,, nearshore theUAE ,,,,,,,,,,,,,,,,,,,,
. Zealand, Singapore, : : Netherlands, ' locati Croati ' locati Canad ‘ " Offshore/ h

. South Korea, and . Sweden, etc.  locations — Lroaua, i ‘ocatlion — L.anacda | - Examples — | Jnsnore/nearsnore

i Macao

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Greece, Hungary,

Argentina, Brazil,

' locations — Bahrain,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, - Offshore/nearshore ~ Lithuania, Poland, ; . : - Egypt, Israel,

‘ ‘ X ‘ . . Costa Rica, Mexico, ‘ o

- Offshore/nearshore - locations — Ireland, - Slovenia, etc. 3 Puerto Rico - Morocco, Nigeria,
'~ locations — - Portugal, Scotland, | ‘ ’ - South Africa,

- Uruguay, etc.

. Tunisia, etc.

- Bangladesh, China, |
. Indonesia, Malaysia,
" Philippines, Taiwan,
. Vietnam, etc.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

. Spain, etc.
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Global services | key market trends in Q3 2023

. Al-based transactions registered 68% YoY growth in Q3 2023. The growth was fueled by
generative Al-based contracts as both service providers and enterprises were actively

. exploring new use cases, mainly focused on enhancing operational efficiency.

In Q3 2023, there was a surge in IT infrastructure contracts compared to Q2 2023, driven by ‘
- the growing competitiveness in the cloud market and the rapid deployment of new workloads in |
. Al and analytics.

Providers’ revenue growth in Q2 2023 dropped to negative as softer discretionary spending
by enterprises continued to hamper providers’ ability to drive revenue growth and with no relief
expected in the short-term, providers have given a pessimistic growth outlooks for remainder

~ . of 2023,

: Average attrition continued to drop and reached 17.1%, while headcount growth further slowed
. down and is now negative for most providers. Providers are not actively back-filling roles and
. are focused on driving utilization in a bid to protect their bottom line.

In onshore locations, in-house delivery center setups by manufacturing sector outpaced setups
by technology and communications sector. These were driven by the automotive sector setting
up innovation/R&D centers focused on autonomous driving, battery technology, chassis ‘
. development, etc. Enterprises are looking to set up close to their customer bases and to tap
the already established R&D infrastructure in these locations.
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Global services dashboard

Outsourcing transactions

e Al-based contracts registered a 68% YoY growth in
Q3 2023

e The growth was fueled by generative Al-based deals as
enterprises and providers work together to explore new use
cases

e Further, Market Vista Index service providers such as
Accenture, Wipro, Genpact, and Capgemini-have
announced significant investments in expanding their
offerings as well as training and certifying their employees
in Al

Al-based contracts

Q3 2022 — Q3 2023; number of deals X% growth rate

119

Q3 2022
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Q3 2023

Market Vista™ Index providers developments

Providers’ revenue growth in Q2 2023 dropped to negative

due to softer discretionary spending by enterprises. As a result,
providers are not able to drive revenue from ongoing
engagements

Headcount growth further dropped for both offshore-heritage
and global service providers as they are not actively back-filling
roles and focusing on increasing billable utilization to protect
margin erosion

Overall operating margin dropped by 95 bps sequentially in Q2
2023. As revenue growth has slowed down, providers have put
in place cost-optimization plans aimed at reducing headcount
and reducing/consolidating real estate

Providers are willing to take one-time hits from cost
optimization plans to gain long-term operating leverage

Sequential growth in operating margin (Q2 2023 vs. Q1 2023)
Basis points

Global providers

Overall

-95

Offshore-heritage
providers

-147

Delivery center updates

e In-house delivery centers dropped slightly in Q3 2023

e In offshore locations growth was driven by India with 49% of the
total center setups, while in onshore locations North America as
well as the UK and Western Europe contributed 90% of the
total center setups

e Center setups by manufacturing outpaced center setups by
technology and communications vertical for a second quarter
in a row

e Delivery centers opened by service providers are on a
downward trajectory since Q1 2023 as providers are
reassessing their real estate needs and are in the process
of reducing/consolidating their offices

Delivery centers opened by providers
Number of new center setups and expansions

46
37
. ]
Q12023 Q2 2023 Q3 2023



Market Vista reports highlight key trends and developments across outsourcing
transactions, the overall health of transactions and Global Business Services (GBS)
markets, location risks and opportunities, and provider developments

Service provider developments | Mar

t Vista™ Index service providers

| Service provider developments | Market Vista™ Index service providers overview

Engineering service providers

Global service providers
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Key enterprises NOT EXHAUSTIVE

North America: 31 setups Il Onshore I Offshore and nearshore
Leading in-house centers: Airbus
Group, Samsung, Raytheon
Technologies, Whirlpool

Corporation, etc.

UK and Western Europe: 34
setups

Leading in-house centers: ABB
Group, Continental, AbbVie, LG
Chem, Toshiba, etc.

CEE: six setups
Leading in-house centers: SAP,
BMW, Equinix, etc.

India: 37 setups/expansions

% Leading in-house centers: Mercari,
BlackBerry, Aptiv, Mahindra & Mahindra,
Johnson Controls, British Airways, etc.

APAC (excluding India): 21 setups
Leading in-house centers: Hyundai
Motor Group, Intel, ZF
Friedrichshafen, Volvo Group, etc.

Latin America and Caribbean:
five setups/expansions
Leading in-house centers: Harris
Corporation, Critical Manufacturing,
OnProcess, etc.

MEA: three setups/expansions \*
Leading in-house centers: Canon, ¥ /
Sompo Japan Nipponkoa Insurance, B

T Rockwell Automation, etc.

Attrition rate of MV index service providers Attrition%
Percentage

30.0%

- 20.1% i
I 18.9%
—
‘ | i I
0.0%

Q2 2022 Q3 2022 Q4 2022 Q12023 Q22023

The average attrition rate decreased by 180 bps sequentially to reach 17.1% in Q2 2023. Attrition continues to be on its downward journey as providers have slowed
down hiring and the current macroeconomic conditions have severely affected the job market. This is significantly bringing down voluntary attrition. Most providers
have signed record bookings with a significant share of long-term and large-value deals. As these deals start to ramp up, providers will be looking to increase hiring to
curb demand-side pressure. As a result, we expect average attrition to keep declining in the short term and then increase as demand rises again.

25.0%

24.1%

20.0%

15.0%
17.1%

10.0%

5.0%

Share of Favorability of ¥ Decreased from last quarter (i} Low
Share of in-house operating and
Numberof | Share of digital tier-2/3 delivery business - Same as last quarter M.oderate
Location Top cities center setups centers centers centers environment 4 Increased from last quarter @ High

Top onshore location

us Philadelphia, New York 2 A 9 * * - e The share of top onshore locations center
Germany Heidelberg, Brunsbiittel s B - $ * - setup activity decreased in Q3 2023 to 49
ltaly Rome and Milan + - + * - centers compared to 53 centers in Q2 2023;
South Korea Seoul and Dasjeon 3 A 3 * * » the share of top offshore/nearshore

. . locations center setup activity increased in
S Si 2 L] ]

S, mga’_we > i A Q3 2023 to 89 centers compared to 81
CDCLEEI D (P centers in the previous quarter. Italy and
(i ) (NI, (il ETELEs a * * * South Korea were the new entrants among
China Shanghai, Shenzhen 5 * * - the top onshore locations, while Malaysia,
Malaysia Kuala Lumpur s . * * * » Portugal, and Indonesia were the new
Spain Barcelona s A * - $ - entrants among the top offshore/nearshore
Ireland Dublin + @ L 2 * - - locations

Costa Rica San Jose s & L 4 ¥ - - o The leading onshore locations have highly
Portugal Lisbon, Porto s & L 4 L 4 ) - favorable operating and business

Canada Vancouver 3 A * * L 4 - environments, whereas most of the leading
Indonesia Jakarta KR L 2 - T offshore/nearshore locations have moderate
Romania Bucharest 2 A - T t* risk exposure
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Research calendar
Market Vista™

Il Published Planned [l Current release
Market Vista™: Industry Insights — Healthcare October 2022
Market Vista™: Industry Insights — Retail and CPG December 2022
Market Vista™: Q4 2022 December 2022
Market Vista™: Q1 2023 March 2023
Market Vista™: 2022 Year in Review and Outlook for 2023 April 2023
2023 Key Issues in Global Sourcing April 2023
Market Vista™: Q2 2023 June 2023
Market Vista™: Industry Insights — Oil and Gas June 2023
Market Vista™: Q3 2023 September 2023
Market Vista™: Industry Insights — Life Sciences December 2023
Market Vista™: Q4 2023 December 2023

Note: Click to see a list of all of our published Market Vista™ reports
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at www.everestgrp.com.
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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.

NOTICE AND DISCLAIMERS

IMPORTANT INFORMATION. PLEASE REVIEW THIS NOTICE CAREFULLY AND IN ITS ENTIRETY.
THROUGH YOUR ACCESS, YOU AGREE TO EVEREST GROUP’S TERMS OF USE.

Everest Group’s Terms of Use, available at www.everestgrp.com/terms-of-use/, is hereby incorporated by
reference as if fully reproduced herein. Parts of these terms are pasted below for convenience; please refer
to the link above for the full version of the Terms of Use.

Everest Group is not registered as an investment adviser or research analyst with the U.S. Securities and
Exchange Commission, the Financial Industry Regulatory Authority (FINRA), or any state or foreign securities
regulatory authority. For the avoidance of doubt, Everest Group is not providing any advice concerning securities
as defined by the law or any regulatory entity or an analysis of equity securities as defined by the law or any
regulatory entity.

All Everest Group Products and/or Services are for informational purposes only and are provided “as is” without
any warranty of any kind. You understand and expressly agree that you assume the entire risk as to your use
and any reliance upon any Product or Service. Everest Group is not a legal, tax, financial, or investment advisor,
and nothing provided by Everest Group is legal, tax, financial, or investment advice. Nothing Everest Group
provides is an offer to sell or a solicitation of an offer to purchase any securities or instruments from any entity.
Nothing from Everest Group may be used or relied upon in evaluating the merits of any investment. Do not base
any investment decisions, in whole or part, on anything provided by Everest Group.

Products and/or Services represent research opinions or viewpoints, not representations or statements of fact.
Accessing, using, or receiving a grant of access to an Everest Group Product and/or Service does not constitute
any recommendation by Everest Group that recipient (1) take any action or refrain from taking any action or

(2) enter into a particular transaction. Nothing from Everest Group will be relied upon or interpreted as a promise
or representation as to past, present, or future performance of a business or a market. The information contained
in any Everest Group Product and/or Service is as of the date prepared, and Everest Group has no duty or
obligation to update or revise the information or documentation. Everest Group may have obtained information
that appears in its Products and/or Services from the parties mentioned therein, public sources, or third-party
sources, including information related to financials, estimates, and/or forecasts. Everest Group has not audited
such information and assumes no responsibility for independently verifying such information as Everest Group
has relied on such information being complete and accurate in all respects. Note, companies mentioned in
Products and/or Services may be customers of Everest Group or have interacted with Everest Group in some
other way, including, without limitation, participating in Everest Group research activities.
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