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Several economic indicators imply that a global slowdown is around the corner, leading to
rising concerns as to how the slowdown will impact the global services sector

MAJOR REASONS FOR CONCERN

________________________________________________________________

High exposure to US and Europe markets
— risk of declining demand from customers, |
leading to topline decline

))
-

________________________________________________________________

The war for talent continues — high wage
inflation and attrition, especially for digital
skills

________________________________________________________________

Continued margin pressures due to high
wage inflation
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However, we expect the global services market to remain resilient

Global services headcount Annual growth in key parameters

2019-23F"; number of FTEs (in millions) 2019-22; percentage
10-10.4

9.5-9.9

2019-2020 2020-2021 2021-2022

eacke il 3-5% 11-13% 7-9%

global services

Clobal senvices 3-5%  13-15%  10-12%

2019 2020 2021 2022 2023F"

Key factors driving growth of the global services industry in 2023

e Mass- _/ Continued growth Incree}sed elghel Rising qext- 0O (?9 Pent-up demand
adaptation to I]I] across industries el Cle generation /A{‘} from organizations
hybrid model DD traditional players business models |||II 9

1 F =Forecast
Note: Includes global services exports from offshore-nearshore locations; excludes the domestic market

Source: Everest Group (2023)
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Everest Group’s predictions - 2022 and 2023
The global services industry is normalizing to pre-pandemic levels; recessionary forces will further push the case

for offshore/nearshore locations

Our predictions for 2022

Global services

market revenue
Will increase by 9-11%

Global services
market headcount
o..Qo

il

Will increase by 5.5-7.5%

New delivery center

More growth in tier-2/3 cities,
driven by need for diverse talent
pools

setups

e
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How 2022 turned out

Increased by 10-12%

Increased by 7-9%

Center setups in tier-2/3 cities

grew by ~45% (vs. 30% growth
for setups in tier-1 cities)

Our predictions for 2023

Will continue growth,
albeit at slower rate of 7-9%

Will go back to pre-pandemic
growth of 5-7%

Continued uptick for tier-2/3
cities, driven by cost pressures
and ease of hybrid working



Global services market snapshot

India and the Philippines continue to dominate the global services market; Poland and Mexico command majority

share in Europe and LATAM, respectively

O Nordic States

Scotland
B

(o)
Canada Northern Ireland 715 —England
Ireland O (<}

OThe United States Portugal
g Serbia O Turkey
Morocco Olsrael
O Mexico
Egypt
Guatemala Jamaica
% H
El Salvador Nicaragua—g_ onduras O Nigeria
Costa Rica ? . Ghana O
Colombia
Panama o
Kenya
Brazil
PeruO
Uruguay South Africa
Argentina
ChileO

Baltic States

Belarus
PolandO :
Czech Republic—————— MSIovakia

L .
Croatia —oHungary 05 _—Bullégmaanla

. OJapan
China

South Korea
O Taiwan

Thailand O o
O The Philippines

Vietnam .
O————Malaysia

Singapore—0O

Indonesia

(o]
Australia

O Low maturity
Medium maturity

O High maturity

O Source geographies

Note: Location maturity is based on a combination of factors including size of the global services market and functional splits, breadth and depth of services being supported, and growth in terms of headcount and new center setup activity

Source: Country- and city-level investment promotion agencies and global services organizations
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Summary of key messages | APAC

Qo @
Global services headcount in 2022 Global services market growth Number of new center setups
(million FTEs) over 2021 in 2021

5.9-6.1 7-9% 130

After a slump following the COVID-19 pandemic, the Asia Pacific region witnessed strong rebound growth and
stabilized at 7-9% in 2022

The region also recorded significant increase in the number of new delivery centers in 2021 (130 vs. 93 in 2020),
largely focused on engineering, R&D, and digital services

India continues to be the preferred all-rounder location, followed by the Philippines. Both countries collectively
account for almost half of the global services market and ~90% of the APAC market

Significant growth experienced across tier-1 and tier-2/3 locations, especially in India; focus on expanding high-
value work and creating CoEs in tier-1 sites, and expanding access to talent pool for traditional services in
tier-2/3 locations

e Going forward, the region is likely to stand strong amid inflationary pressures and experience steady growth, due
to almost unparalleled talent-cost proposition
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Summary of key messages | Europe

0 @
Global services headcount in 2022 Global services market growth Number of new center setups
(million FTEs) over 2021 in 2021

1.7-1.9 8-10%

The European global services market reported a healthy 8-10% growth rate driven by skills availability, proximity
to customers in Western Europe, increased regulatory oversight driving the need for nearshore support, and
demand for multi-lingual support

Growth is primarily driven by GBS organizations, which accounted for over 68% of the new delivery centers
established in 2021 (vs. 63% in 2020)

Market activity was driven by centers delivering engineering, R&D, and niche digital services such as
cybersecurity and cloud

Poland continues to hold its top-tier position in the European market, followed by Scotland, Romania, the Czech
Republic, and Ireland. Portugal and Spain are experiencing increased traction as companies angle for stable
environments amid the Ukraine-Russia war

e Going forward, the triple whammy of high inflation, energy crisis, and sluggish economic growth is likely to result
in muted growth for the region
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Summary of key messages | Middle East and Africa (MEA)

0 @
Global services headcount in 2022 Global services market growth Number of new center setups
(million FTEs) over 2021 in 2021

0.51-0.53 8-10%

Services delivery from MEA is becoming increasingly attractive given access to vast, young, and less competitive
talent pools, favorable changes to business environment, and the enterprise desire for portfolio diversification

The region saw 24 new center setups in 2021 (vs.19 in 2020) driven by strong regional and domestic demand

Israel (Tel Aviv), South Africa (Cape Town, Johannesburg), and UAE (Dubai) are driving growth in the region;
muted growth seen in Bahrain and Nigeria

Traditionally leveraged for BP delivery, companies are now pivoting toward delivering technology services on
account of strong talent pool and increasingly attractive government incentives (in a bid to reduce dependency on
the oil industry)

Going forward, the region is expected to continue the growth momentum in the backdrop of large untapped
regional demand potential and strong government push to attract IT-BP companies in some oil-dependent
economies of the Middle East (e.g., Saudi Arabia and the UAE)
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Summary of key messages | Americas

0 @
Global services headcount in 2022 Global services market growth Number of new center setups
(million FTEs) over 2021 in 2021

1.2-1.4 5-7%

Global services market in the Americas experienced moderate post-pandemic rebound growth, driven by
increased enterprise preference for nearshoring (amid rising cost pressures), and improved bilingual talent
availability, partially offset by uncertainty in the geopolitical and macroeconomic climate

The region also reported significant increase in the number of new delivery centers in 2021 (43 vs. 29 in 2020),
primarily focused on ITS, and digital services

Canada (Montreal and Toronto), Colombia (Bogota and Medellin), Costa Rica (San Jose), and Mexico (Mexico
City) drove the bulk of the growth in the region

The majority growth in the region was driven by service providers that accounted for close to two-thirds of the new
center setups

e Going forward, most locations in Latin America and the Caribbean will continue their moderate growth,

underpinned by persistent inflation and political instability within the region. Canada is likely to experience high
growth as a result of focused government investment
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What’s hot? Alternative locations worth considering
For IT services

Americas Europe

| 3 . § | 3 Shannon 3
| Canada I"'I Quebec City | | Ireland I I Cork

| | | | — |

- Colombia s : Medellin 3 -~ Spain i I 3 Malaga

Mexico Queretaro Portugal Porto

APAC

'~ Saudi . . Vishakhapatnam

' Arabia RPEeT § (el Kochi

Qatar Doha Vietnam Hanoi
UAE Dubai ' China Xian

Source: Everest Group (2023)
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What’s hot? Alternative locations worth considering
For BP services

Americas Europe

i . ? . i . = | . i
- Colombia Barranquilla : - Spain & | Seville

usS San Antonio, Tempe, Poland Poznan

' (Tier-3,4) Jacksonville | I

Guatemala Guatemala City Portugal Braga

APAC

Ghana = Accra India Ahmedabad
iSOuth ~ ] ‘ o

~ Africa P Durban § § Philippines Alabang
JHeoees - Casablanca Malaysia George Town

Source: Everest Group (2023)

/E\verest GI’OUp® Proprietary & Confidential. © 2023, Everest Global, Inc. | EGR-2023-37-R-5849



Given rising global uncertainties, it is imperative for organizations to be cognizant of
geo-specific risks that could potentially affect the global service delivery landscape

MEA

Americas

- Continued global headwinds imply lower GDP |
level inflation and an energy crisis due to the
ongoing conflict between Ukraine and Russia
and the aftereffects of COVID-19.

growth for many Asia Pacific (APAC)
countries in 2023, as well as higher interest

- costs and slower fiscal consolidation. India
remains relatively insulated from the inflation
' risk.

Geopolitical tensions are on the rise in APAC
due to the China-Taiwan trade war, which
- could affect APAC and the world economy.

Sri Lanka and Pakistan face unprecedented
economic and political risk, which is likely to
- continue.

Europe and UK&I have been battling record-

Because Poland is in the immediate vicinity
- of military conflict, there is a higher level of

" uncertainty and a greater probability of
disruption, which may increase
macroeconomic instability and inflationary

- pressures.

The Czech Republic, Romania, and

- Hungary face the risk of an exchange rate

~ crisis over the next year as fiscal and external
challenges mount.

/Rerest GI’OUp® Proprietary & Confidential. © 2023, Everest Global, Inc. | EGR-2023-37-R-5849

- The War in Ukraine has exacerbated existing |
inflationary pressures in the region.
Unemployment and food shortages were
- already affecting the geography and will

- continue to do so.

Barring the GCC nations and Israel, other
locations in MEA such as Egypt, Lebanon,

- and Nigeria are likely to suffer from the rising
energy prices.

Lebanon is currently experiencing the worst
global economic crisis with soaring inflation,
- plummeting currency, and severe shortages
- of basic goods and services.

The North America economy has taken a

recessionary turn with rising inflation and
. interest rates and declining consumption.

Organizations are cutting jobs across
industries in the face of a potential recession,
- especially in Canada.

LATAM countries are facing political and
economic instability with hyperinflation and
high energy prices. Brazil, Chile, and ;
Colombia have had political regime changes,
while Argentina is dealing with high inflation :
- and unemployment.



Call to action for workforce leaders

n Re-evaluate your shoring mix to identify avenues to ease margin pressure ©

a Future-proof your locations portfolio by expanding to tier-2/3 locations O

__________________________________________________________________________________________________________________________ E ]

Bigger is not always better; shift delivery center strategy to smaller and diverse i L i

Likelihood of black swan events is increasing; flex workforce strategy and next-generation (Q (%
levers to increase resilience - -
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Everest Group®

With you on the journey

Everest Group is a leading research firm helping business leaders make confident decisions. We guide clients through today’s
market challenges and strengthen their strategies by applying contextualized problem-solving to their unique situations. This
drives maximized operational and financial performance and transformative experiences. Our deep expertise and tenacious
research focused on technology, business processes, and engineering through the lenses of talent, sustainability, and sourcing
delivers precise and action-oriented guidance. Find further details and in-depth content 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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