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About diopal [T-BPO outsourcing deals analysis

KPMG's Shared Services and Outsourcing Advisory (SSOA) practice publishes a quarterly
analysis on Information Technology and Business Process Outsourcing (IT-BPO) contracts
signed across industries and geographies, with a Total Contract Value (TCV) of USD5
million and above per deal.

Methodology and limitations of the study:

The analysis and findings presented in this report are based
on select third party deals database including, publicly
available outsourcing data as identified throughout this
presentation. It does not include contract information gathered
from KPMG Sourcing Advisory business engagements.

For more information
on this market research,
please get in touch with

Kartik Ramakrishnan
(kartikramakrishnan@
kpmg.com).

The count and value of the deals may vary notably in reality
and is only indicative of market movements and trends in the
IT-BPO space. Readers are requested to use their discretion
while assessing the global IT-BPO market accordingly.
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AsUmmary

In2Q17, 182 ITO contracts worth USD17.2 billion and 51 BPO contracts worth USD8.3 billion were signed, worldwide

Globally 97 IT-BPO bundled contracts were signed in 2Q17 with contract value worth USD39.6 billion

In terms of value, approximately 77.46 percent of deals originated from the United States, followed by Spain at 7.57 percent. United
Kingdom and Denmark were two other key outsourcing markets

The average deal tenure decreased to 5 years 2 months in 2Q17 from 5 years 5 months in 2Q16

Defense and Government sectors were the top consumers of IT-BPO services contributing to 75 percent and © percent in terms of
value of outsourcing deals signed in 2Q17. Travel and logistics sector was the next big contributor in terms of deal value

I'T Infrastructure and SCM contributed approximately USD5.1 billion and USD6.1 billion respectively and were the largest procured
services globally within ITO and BPO services, respectively

Average annualized contract value in 2Q17 was USD31.92 million as compared to USD22.98 million in 2Q16 showing an increase
of 39 percent
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Juarterly deal movements

Quarterly movements of global IT-BPO deals*

Number of deals
Number of deals
1144 2204 Number of deals 21% 1,077
316

270

Deal value Total deal value No. of deals
i Total deal value 75.9 2016
; 'e
|
P S B a0 N BN O\ N eSS == V. W
! 39.8 . _ ) 2Q17

25 2 29.1

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2014 2015 2016 2017
mmmm Value (USD billion)  —®&— No. of deals

*The term deals is interchangeably used with contracts throughout the analysis unless otherwise specified. Deals analyzed are global sourcing contracts of size USD5.0 million and above only.
Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

» 2Q17 witnessed a significant increase in deal activity as compared to 1Q17. There was an increase of 278
percent in total contract value and 89 increase in total number of deals in 2Q17 as compared to 1Q17

* The average contract value increased by 56 percentin 2Q17 as compared to 1Q17

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 6
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Annualized Contract Value (ACV

Annualized* contract value comparison per quarter

39%increase

! 5 years 2 months |
2Q17 10,535 35% ' 2Q17 |
increase ‘
0.45 1208.3
: ears 5 months
2Q16 7,812 ; Y |
 2Q16 |
0.78 1532.4
2Q15 16,479 3 4 years 9 months |
1 2Q15 |
0.78 5271.4
Minimum annualized Maximum annualized
contract value contract value
m20Q15 m2Q16 m2Q17 ‘
* Annualized contract value = ( total value of a contract / tenure in months ) x 12 Note: All values in USD million unless otherwise specified
Contract value for contracts having tenure less than 1 year is considered as annualized value for the analysis. Graph is not ’
to scale and only represents the division across different parameters | i .
Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC | v Average annualized contract value (USD million)
contract database i

. Average tenure per contract

» Total annualized contract value in 2Q17 increased by 35 percent as compared to 2Q16. The average
annualized contract value increased by 39 percent during the same period

» The average contract tenure decreased by 3 months to 5 years and 2 months in 2Q17 as compared to 2Q16

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved
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Deals analysis Dy sector

Trends in deal movement from 2Q16 to 2Q17

Total contract value Total number of contracts

Sector 2016 -> | 3Q16 ->
i 3Q16 4Q16

Automotive &
Aerospace
Banking & Financial
Services

| Average contract value

3Q16 -> | 4Q16 -> | 1Q17 -> | 2Q16 -> | 3Q16 -> | 4Q16 ->
4Q16 1Q17 2Q17 | 3Q16 | 4Q16 1Q17

1Q17 ->
2Q17

Defense

Energy & Utilities

Government

Insurance

Manufacturing

Pharma & Healthcare

Publishing, Media &
Entertainment

Retail

Telecom

Travel & Logistics

Others*

*Others: Construction, Consumer and Recreational Services, Education, Professional services, Securities and investment services, Social services, Trade unions, Technology, Wholesale
Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

I Decrease >=25% Decrease <25% No change Increase <25% [ Increase >=25%

* In 2Q17, Banking & Financial services, Defense, Energy & Utilities, Government and Travel & Logistics sectors
have shown an increase in total contract value of more than 25 percent as compared to 1Q17. Most other sectors
have had a decrease in total contract value during the same period

* Most sectors have either shown an increase in total number of contracts or no change in number of contracts
signed in the quarter as compared to 1Q17

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 8
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Deals andlysis by catedory

Trends in deal movement from 2Q16 to 2Q17

Total contract value Total number of contracts Average contract value
Deal type 3Q16 -> | 4Q16 -> 2Q16 -> | 3Q16 -> | 4Q16 ->

ITO
BPO
Bundled

Less than USD100 mn

Between USD100-
500 mn

More than USD500 mn

Less than 1-year

Between 1 to 5-years

More than 5-years

Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

I Decrease >=25% Decrease <25% No change Increase <25% [ Increase >=25%

All type of deals have shown an increase in total contract value with BPO and bundled deals increasing by over
25 percentin 2Q17 over 1Q17

There has been an overall increase in the number of deals across all type of deals

The average contract value of short tenure (less than one year) deals has decreased consistently over the past
two quarters

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 9
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Geography-wise break-up of deals*

456
EMA o

AMERICAS 504
o

ASPAC

122 117

2015 2Q16 2016

2Q15 2015 2Q16 2016 \2Q17 ) 2Q15 2015

H B H Total contract value (USD billion) @ No. of contracts
* Deals originating from the geography

Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

* AMERICAS continue to be the major outsourcing region contributing 79 percent of the total deal value in 2Q17
» ASPAC experienced a significant drop in total contract value as compared to 1Q17
* EMA experience a major increase in contract value as compared to same quarter in 2016
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Sector-wise break-up of deals (3Q16 to 2Q17)

TCV : USD 65.1 billion
No. of contracts: 330

Deal value (USD billion)

002 020 2403
|

Banking | Automotive | Travel and Pharma 1 Publishing, 1 Retail Telecom Others * Defense Government
and : and Logistics : Utilities and : Media and :
Financial 1 Aerospace 1 Healthcare 'Entertainment' !
Services W Q3-2016 M Q4-2016 I Q1-2017 M Q2-2017
* Others: Construction, Consumer and Recreational Services, Education, Professional services, Securities and investment services, Social services, Trade unions,
Technology, Wholesale . No. of contracts

Graph is not to scale and only represents the division across different parameters. Figures may not add up to 100 percent due to rounding off

Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

» The Defense sector leads deal activity, contributing to 75 percent in terms of value of outsourcing deals
signed in 2Q17

* Government and Travel & Logistics sectors are next big contributor in terms of deal value, with total
contribution of 16 percent to the total value of deals signed in 2Q17

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 11
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New andrenewal” deal analysis

Analysis of new and renewal* deals

All deals 656 ITO BPO
37 : 8.1
63.7
39.7
38.7
23 21
16.1
1.
5.2 4.0
2.2 1.6 1.3 1.0 1.4 1.1
\ \ = u
| — ) —n —® 02 0.2
Q2 Q2 Q2 Q2 Q2 Q2 Q2 Q2 Q2 Q2 Q2 Q2
2014 2015 2016 2017 2014 2015 2016 2017 2014 2015 2016 2017
Total contract value (in USD bn)
* Renewal deals include contracts which have been extended, expanded, extended & expanded and renegotiated B New B Renewal
Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

» An analysis of new deals vs renewed deals show that increase in deal activity in 2Q17 is majorly due to new

bundled deals

» Total contract value of all deals in 2Q17 has increase compared to the previous quarter
* New deals for ITO in 2Q17 has witnessed a steep drop of 58 percentage points

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved
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IT-BPO deals* sighed in 2Q17 (Total contract value: USD65.1 billion)

- 100% ASPAC 0.3
90% ime & Material 0.7
80%
More than 5-
More than USD ears
70% Bundled 39.6 500 mn G
Total 60% 35.5
contract
value 50%
USD 65.1 40% AMETSAS
billion e Between USD
0, . =
30% 100- 500 mn Between 1 to 5-
23.6
0% years
22.0 Fixed Price
17.4
10% Less than USD Less than 1-year
100 mn 6.0
- 0%

Services Region Contract Value Tenure Pricing

* Deals analyzed are USD5.0 million and above only, throughout the analysis. Graph is not to scale and only represents the division across different parameters. Figures may not add up to 100 percent due to rounding off
# Hybrid pricing includes a combination of various pricing mechanisms

Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

Bundled deals dominated the outsourcing space this year with a contribution of 61 percent to the total deal
value signed in 2Q17

AMERICAS continue to be the major outsourcing region contributing 79 percent of the total deal value signed in
2Q17. EMA and ASPAC contribute 20 percent and 1 percent respectively

Fixed price contracting model showed dominance, contributing over 27 percent of the deal value in 2Q17
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IT-BPO deals* sighed in 2Q17 (Total number of contracts: 330)

— 100% More than USD 500 mn 20
Time & Material'g
90% Bet USh More than 5-
Bundled 97 SN ears .
80% 100- 500 mn ! 83 Hybrid
77 87
70%
Total 60%
contracts 50%
330 -
40% Less than USD Betweggé e ; )
100 mn y231 Fixed Price
30% AMERICAS 233 227
189
20%
0,
10% Less than 1-year
1 0% 16

Services Region Contract Value Tenure Pricing

* Deals analyzed are USD5.0 million and above only, throughout the analysis. Graph is not to scale and only represents the division across different parameters. Figures may not add up to 100 percent due to rounding off
# Hybrid pricing includes a combination of various pricing mechanisms
Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the IDC contract database

» ITO deals and BPO deals contribute to 55 percent and 15 percent respectively in terms of number of deals
signed in 2Q17

» Clients preferred mid tenure deals of length between one to five years, which contributed to 70 percent of the
total number of deals signed in 2Q17

» 70 percent of the deals, in terms of number of deals signed in 2Q17, were of value less than USD100 million.
Only twenty of the deals signed in 2Q17, were of value more than USD500 million
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Analysis of ITO deals 2Q17
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Note: Size of bubble indicates percentage share of the total number of ITO deals Note: All values in USD billion. Scale of graph is just representative to illustrate the division across different

S| - System Integration, Other IT services — Software testing, IT Education and Training parameters. Figures may not add up to 100 percent due to rounding off. Refer L.H.S. figure for legend

Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis
based on the IDC contract database

0

Number of Deals

Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis
based on the IDC contract database

» IT Infrastructure and System Integration together contributing 52 percent of all ITO deals in terms of
value and 33 percent in terms of number of deals during 2Q17

« SMAC and IT Bundled services are other key contributors to the ITO deals in 2Q17

m © 2017 KPMG International Cooperative (“‘KPMG International”). KPMG International provides no client services and is a

entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 16




SEIVICES Segmentation

Analysis of BPO deals 2Q17

7,000
E SCM
O 6,000 | 35%
A 5,000 -
[%2]
2
@9 4,000
[&]
[
o
<
S 3,000 -
O
kS
Other BPO
g 2,000 | Services
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©
> conices HRO
= 1,000 | 4% CRLVI 20%
ot KPO F&A 12% 7
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O
0 | o od : : : >
0 5 10 15 20 BPO Bundled CRM KPO  Other BPO SCM  Tqta)
Services services BPO
Number of deals Value of contracts (USD million)

o - Note: All values in USD million. Scale of graph is just representative to illustrate the division
Note: Size of bubble indicates per centage share of the total number of BPO deals across different parameters. Figures may not add up to 100 percent due to rounding off. Refer
Other BPO services — Data management, etc. L.H.S. figure for legend
Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research & analysis based on the Source: Contract Database, IDC (www.idc.com), June 2017, KPMG member firms research &
IDC contract database analysis based on the IDC contract database

e SCM deals contributing 74 percent of all BPO deals in terms of value and 35 percent in terms of number
of deals during 2Q17. this is primarily due to a few large SCM deals in 2Q17

« HRO and Other BPO services contributing 42 percent in terms of number of deals signed in 2Q17

m © 2017 KPMG International Cooperative (*KPMG International’). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 17
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PTicing Model trend
-By Leal value

Y-0-Y trend
120.9* 150.4* 1455 * 120.4 * 159.1* 115.0*

» Fixed pricing deals have increased from
2011 to 2016 at a CAGR of 5%

All other models have decreased in

varying proportions from 2011 to 2016 -
Hybrid pricing (CAGR of -8%), Time and
material pricing (CAGR of -2%) and
Transactional pricing has decreased from
2011 2012 2013 2014 2015 2016 2011 to 2016 (CAGR of _100%)

B Fixed Price mHybrid Time and materials B Transactional *Value (USD Billion)

Trend by Service Type

] T
4.6% 17.8* 8.4 * . .

Transactional, 0.4%  Transactional 8.8% Transactional, 5.1% Time and materials ~ Time and materials 0.0% Time and materials

| Timeand | B
MEVCHES

materials 5.8% 2.6%

» Fixed pricing deals within BPO

Hybrid g'gaf;ﬂ service deals doubled from 2011
40.4% — to 2016 while transaction pricing

deals have come down Fixed Price
94.1%

completely

Fixed Price

i i Fixed Price
Fixed Price 65.5%

Fixed Price . . 60.6% 64.5%
50.9%

ITO BPO Bundled ITO BPO Bundled
*Value (USD Billion)
19



PTIcing Model trend
-By NUMDEr of aeals

Y-0-Y trend

1464* 1590*

_891r 1077+ » Time and material pricing contracts have
increased from 2011 to 2016 at a CAGR of
18%

Between 2011 and 2016, while fixed pricing

model continued to have a major share,
overall there has been a decreasing trend
with a CAGR of -5%. Other models also
have the same decreasing trend - Hybrid

2011 2012 2013 2014 2015 2016 pricing (CAGR of -15%) and Transactional
®m Fixed Price  mHybrid Time and materials ®Transactional *Number of deals pricing (CAGR of -100

Trend by Service Type

201

2016

1180* 213* 71* 951* 81* 45 *
Transactional, 0.6%  Tansactional, 9.4% Transactional, 4.2% jals 0.0% Time and materials

ansa . : Time and materia
I Time and materials _ & 701
materials 3.9% Jliclane ) » " 12.8%
Hybrid » Fixed pricing deals within BPO '

18.8% service deals show a similar
trend as deal value (increased
from 59% in 2011 to 86% in
2016) Fixed Price

Fixed Price Fixed Price 86.4%
72.1% Fixed Price Fixed Price In 2016, no deals were 72.9% Fixed Price

. . 0,
LR 59.2% structured using the transaction 62.2%

pricing model

ITO BPO Bundled ITO BPO Bundled

*Number of deals
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(I0bal outsouUrcing Industry OUtooK

» 2Q17 witnessed a major increase in deal activity as compared to 1Q17. There was an increase of 278
percent in total contract value and a 88 percent increase in total number of deals

* Organizations are moving from a traditional silo-based and transactional outsourcing services, to more of a
holistic end-to-end approach through bundled deals

* We are seeing a reducing dominance of AMERICAS in the global buyer market for outsourcing services
although it continues to be the major outsourcing region contributing 77 percent of the total deal value in
2Q17. ASPAC is gaining momentum gradually while EMA is fast catching up with AMERICAS

» Deals are being dominated by the public sector, driven by government spending on digital processes
leveraging cloud, analytics, and IoT implementations. Initiatives of reforming government through
technology are being undertaken by enabling customer services, providing electronic delivery of services
through e-education and e-healthcare

» Aerospace and defense are growing areas of interest for governments which include cyber security/cyber
defense and secure communications

» Telecom sector has been continuously featuring amongst the top contributors to the outsourcing industry
for the last four quarters. It is increasingly leveraging ICT and SMAC services from service providers and is
expected to continue so

» Organizations are continuing to outsource with the objective to leapfrog to cognitive solutions to realize the
benefits of automation - reduce costs, improve customer service and address talent shortages. But rapid
adoption needs to be complemented by a comprehensive strategic road map to guide technology
adoption?!

1. KPMG Global Pulse Survey 1Q17

KPMG

22



KPMG shared services and Dutsoureing
Aavisory (SoUA research

Latest articles from the KPMG Shared Services and Outsourcing Institute

e Global Business Services point of view series
e Climbing the service—delivery maturity ladder toward exceptional value
* Working to deliver competitive advantage with intelligent services governance

f—

ke Lnite States NVSRNERF About KPMG Shared Services and
Outsourcing Institute

Inziiutes tWebcacls Fodoaxts Lvenis Lantacl Us

HCIHRE

KPMG SSOA Institute is dedicated to
i i i helping organizations and their
Shared Services and Outsourcing Institute e b e e L
emerging trends, risks and opportunities.
We do this by creating an open forum

wakaahk: resnirzis i hoip s e consideing, Implsmening and masanieg [T, Kisess preess MpRemen ani sfer suocing inftistes

Latest news where peers can e>§change insights,
share leading practices, and access the
el Dussiss Surnces Surd ol Yiew Sene: latest thought leadership publications.
Wina insiiz Tnr aders in ginhal siness sericgs Tacing Incmasingly compke chalingns KPMG 5[‘9!‘9‘5 SQI‘I'I'IE’B and .
5 K N Clsiancing Aadeisoey | emdostig As a I’eSU|t, COI’pOFa'[e eXeCUt'VeS,
E o | Feoen business managers, industry leaders,
Fo government officials, academics, and
dated L aml
Cimaing the Servdce-Delvery Mzhurity Ladder Toward Exceptional Vake = et o 8 Ll others have access to the thoug ht
MY Dl Lt vonlnieoles s arbck b | L Dy, drsoossng Ui s s on e Gila) - ) Ieadership documents and knowledge
PRI SR R L Cparalnal e s Ay [DDIGS L EXpre which they can use to make better

* Rued e R S informed decisions and meet their
marketplace challenges.
To learn more, log on to http://www.kpmg-institutes.com/institutes/shared-services-outsourcing-institute.html
Advice Worth Keeping Blog: http://blog.equaterra.com/

Advice Worth Keeping podcast series: http://www.kpmaginstitutes.com/shared-services-outsourcing-institute/events/podcast_series/advice-worth-keeping-podcast-series.aspx
Global IT-BPO Outsourcing Deals Analysis: http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/KPMG-Deal-Tracker/Pages/Default.aspx

m © 2017 KPMG International Cooperative (‘KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated. All rights reserved 23
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Glossary (1/2)

Terms Definition

ACV Annualized Contract Value = ( total value of a contract/tenure in months ) x 12
AMERICAS North America and South America

ASPAC Asia and Oceania

BPO Business Process Outsourcing

EMA Europe, Middle East and Africa

ITO Information Technology Outsourcing

TCV Total Contract Value

KPMG 2
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Terms Definition

ITO Services
ADM Application Development and Maintenance
ERP Enterprise Resource Planning implementation and support services

. Information and Communication Technology services (e.g. contact center technology, telecommunication,
ICT Services .

and related services)

IT Bundled Services Any combination of two or more IT services mentioned above
IT Consulting Information Technology Consulting services

IT hardware deployment (e.g. data center outsourcing, network management, hardware deploy and support,

IT Infrastructure . .
hosting services, etc.)

IT Products Software products typically developed and branded by IT companies and sold as own Intellectual Property

Other IT Services Typically services that do not fall in other buckets (e.g. Software testing, IT helpdesk support services,

Cybersecurity)
SMAC Social, Mobile, Analytics and Cloud services (i.e. Social Media, Mobility, Analytics and Cloud computing)
System Integration IT system integration services (application or enterprise system integration services)
BPO Services
BPO Bundled Services Any combination of two or more BPO services mentioned above
Content Management Data management services (e.g. document management, print management, etc.)
CRM Customer Relationship Management solutions and services
F&A Finance and Accounting services
HRO Human Resource Outsourcing services
KPO Knowledge Process Outsourcing services
Other BPO Services Typically services that do not fall in other buckets (e.g. Industry specific processes, Facilities Management)
SCM Supply Chain Management services (including procurement, logistics, etc.)

ki .
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No
one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

© 2017 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International.
KPMG International provides no client services. No member firm has any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor
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