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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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The SSOA practice is pleased to bring to you the year-end 2017 edition of the KPMG Global IT-BPO
Outsourcing Deals Analysis.

The current edition looks at IT-BPO outsourcing contracts signed in the last three years, from 2015 to
2017, and identifies the major trends influencing the market, across geographies. This report also
includes the regular analysis feature for the latest quarter Q4-2017 (October — December).

In 2017, the number of deals signed globally in the IT-BPO space were 1,114 with a total contract value
(TCV) of USD262 billion. Of the three years (2015 - 17) analyzed in this report, the year 2017 is the
strongest year for outsourcing.

With a shift in focus on cost cutting to value addition, client and service providers are laying importance
on value-added services and innovation.

Hope you will find this market trends study on the IT-BPO deals useful. Happy reading!



1a0ie Of contents

Section 1 Section 2 Section 3

...................................
~~~~~~
~~~~~~

Deals by

Global deals:
geography

An overview

Deal analysis:
2017



1a0ie Of contents

Section 4 Section 5 Section 6

...................................
~~~~~~
~~~~~~

IT-BPO
outsourcing
(o]¥]i[e]o]¢

4Q17 deal
analysis

Pricing
analysis



SEClion
Giobal deals
An overview




AsUmmary

In 2017, 727 1TO contracts worth USD137.2 billion and 167 BPO contracts worth USD30.6 billion were signed, worldwide

Globally 220 IT-BPO bundled deals were signed in 2017 with aggregate contract value worth USD94.2 billion

In terms of value, approximately 84.2 percent of deals originated from the United States, followed by the
United Kingdom at 5.2 percent. Spain and Australia were two other key outsourcing markets

The average deal tenure increased to 5 years 1. month in 2017 from 4 years 7 months in 2016

Defense and Government sectors were the top consumers of IT-BPO services contributing to 29 percent and 29 percent in terms of
value of outsourcing deals signed in 2017. Insurance sector was the next big contributor in terms of deal value

I'T Bundled Services and SCM contributed approximately USD88.4 billion and USD16.3 billion respectively and were the largest
procured services globally within ITO and BPO services, respectively

Average annualized contract value in 2017 was USD32.6 million as compared to USD21.3 million in 2016 showing an increase of 53
percent between the two years.
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Quarterly movements of global IT-BPO deals*

Number of deals Number of deals Number of deals
AR 3% 1.114
891 1,077 !

‘ Total deal value
USD262.0 billion

88.9 90.8 ‘aai’
40168

Q3

No. of deals

Deal value

Total deal value
USD159.1 billion

75.9

Total deal value
USD115.0 billion

™
=
S
S

Q2 Q3
2016

mmmm Value (USD billion)  —#&— No. of deals

2017

*The term deals is interchangeably used with contracts throughout the analysis unless otherwise specified. Deals analyzed are global sourcing contracts of size USD5 million and above only.
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

» 2017 witnessed an increase in deal activity as compared to 2016. There was an increase of 128 percent in total
deal value and a 3 percent increase in total number of deals in 2017 as compared to 2016

» Deal activity in 4Q17 was almost similar to 3Q17, with a 2 percent increase in deal value

» The average contract value also increased by 4 percent in 4Q17 as compared to 3Q17

m © 2018 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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Annualized Coniract Value (ACV

Annualized* contract value comparison 2015-17

53% increase

32.6

5 years 1 month |

2017 36,363

59%
icrease § 0.4 1208.3

- 2017

4 years 7 months 1

2016 22,936

- 2016
‘ 1532.4

4 years 1 month ||
1
0.78 5271.4

Minimum annualized Maximum annualized
contract value contract value

2015 38,723

- 2015

. m2015 m2016 m2017 :

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 i -
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the | v Average annualized contract value (USD million)
IDC contract database i

. Average tenure per contract

» Total annualized contract value in 2017 increased by 59 percent as compared to 2016. The average annualized
contract value also increased by 53 percent during the same period

» The average contract tenure increased by 4 months to 5 years 1 month in 2017 as compared to 2016

m © 2018 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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Jeals analysis by Sector

Trends in deal movement from 2014 to 2017

. Total Contract Value i Total Number of Contracts i Average Contract Value
' 2014->2015| 2015->2016| 2016->2017| 2014->2015| 2015->2016 2016->2017E 2014->2015| 2015->2016| 2016->2017

Sector

Automotive & Aerospace
Banking & Financial Services
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: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

[ Decrease >=25% Decrease <25% Increase <25% [ Increase >=25%

* In 2017, Defense, Insurance, Manufacturing ad Travel and Logistics sector have shown an increase in total

contract value of more than 25 percent as compared to 2016. Most other sectors have had a decrease of more
than 25 percent in total contract value during the same period

No change

Defense and Publishing, Media and Entertainment have shown an increase of more than 25 percent in total
number of contracts in 2017. All other sectors have decreased in the number of contracts signed in the year as
compared to 2016

m © 2018 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 10
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Trends in deal movement from 2014 to 2017

i Total Contract Value ! Total Number of Contracts i Average Contract Value
2014->2015| 2015->2016| 2016->2017| 2014->2015| 2015->2016] 2016->2017 2014->2015| 2015->2016 2016->2017

Deal Type

ITO

Bundled

Less than USD100 mn
Between USD100- 500 mn
More than USD500 mn

Less than 1 year

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database
[ Decrease >=25% Decrease <25% No change Increase <25% Increase >=25%

Between 1 to 5 years

More than 5 years

* Both BPO deals and Bundled deals have experienced continuous increase over the last two years in terms of
both, numbers and total contact value

 Whilst ITO deals showed a modest decrease in total number of deals, the total contract value has increased in
2017 over 2016, thus increasing the average contract value over the period

* While the total contract value and number of contracts have increased for deals with tenure over 5 years, the
total contract value for less than 1 year deals and number of contracts for deals with a tenure of between one to
five years have decreased

m © 2018 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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Jed vale

IT-BPO deals* signed in 2017 (Total contract value: USD262 billion)

T 100% ASPAC 7.2 Others, 5.6
90% - ime & Material 4.
Bundled
80% - 94.2
Hybrid
70% 122.8
More than USD More than 5
Total 60% - 500 mn years
contract 184.6 201.7
value 50% -
AMERICAS
uUSD262 40% - 221.8
billion
30% 1 Between USD Fixed price
100- 500 mn SR——— 129.4
20% 54.9 years
10% - Less than USD 59.2
° 100 mn Less than 1 year
A1 0% - 225

Services Region Contract value Tenure Pricing

* Deals analyzed are USD5 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: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

* ITO deals continue to dominate the outsourcing space with a contribution of 52 percent to the total deal value
signed in 2017

* AMERICAS continue to be the major outsourcing region contributing 85 percent of the total deal value signed in
2017. EMA and ASPAC contribute 13 percent and 3 percent respectively

» Fixed price and hybrid price contracting models showed dominance, contributing over 49 percent and 46
percent of the total deal value in 2017, followed by Time and Material model with contribution of 2 percent of
total deal value

m © 2018 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 13
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IT-BPO deals* signed in 2017 (Total number of contracts: 1114)

More than USD 500 mn

— Others, 17
100% - 108
Bundled
90% - 220 More than 5
years
80% - Between USD A
0 100- 500 mn
70% = 192
Total 60% -
contracts
50% =
1114 Between 1to 5
40% - Less than USD years Fixed price
100 mn 788 826
30% = AMERICAS 814
616
20% -
10% - Less than 1 year
53
— 0% -

Services Region Contract value Tenure Pricing

* Deals analyzed are USD5 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: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

» ITO deals and BPO deals contribute to 65 percent and 15 percent respectively in terms of number of deals
signed in 2017

» Clients preferred mid tenure deals that cover the span of one to five years, which contributed to 71 percent of

the total number of deals signed in 2017

» 73 percent of the deals, in terms of number of deals signed in 2017, were of value less than USD100 million. 10
percent of total number deals signed in the year were of value more than USD500 million

m © 2018 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 14
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Sector-wise break-up of deals in 2017

TCV : USD262 billion
No. of contracts: 1114

Deal value (USD billion)

Banklng
and
Financial
Services

Insurance

0.1
0 (o] 0.2
10.2\%0

Travel and IManufacturing- Energy and | Pharma and 1 Publlshmg

)
1
1
1
1
:
| Automotive |
1
1
1

1
' and Logistics | | Utilites | Healthcare | Media and
| Aerospace ! ! ! ! Entertainm
ent

! 02 OZIN(”HOZ

22
db@

Telecom

ﬂl

Others *

Defense

Retail

I
1
1
1
1
1
1
1
1
1
1
! Government
1

1

1

M Q12017 M Q2-2017 M Q3-2017 M Q4-2017

* Others: Construction, Consumer and Recreational Services, Education, Professional services, Securities and investment services, Social services, Trade unions, Technology,

Wholesale

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: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

No. of contracts

» The Defense and Government sector lead deal activity, contributing to 39 percent and 29 percent in terms of
value of outsourcing deals signed in 2017

* Insurance sector is the next big contributor in terms of deal value, with a contribution of 20 percent to the total
deal value of deals signed in 2017

KPMG

2018 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 15
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-11-5P0 0eals In AMERIGAS: Vale and number o deals

Geography-wise break-up of deals*

» Total deal value of AMERICAS has increased by
189 percent in 2017 as compared to 2016

» While quarter 1Q17 was weak, the rest of the
guarters were strong, which increased the total
deal value generated from the region

* IT outsourcing made 47 percent of the total
contract value of 2017 while Bundled contributed
42 percent

202
®=|TO =BPO mBundled

* In terms of volume of deals signed, 2017
displayed similar quarterly movement as previous
years

» 2017 had the largest number of Bundled deals
signed in the last three years

Q1‘Q2‘Q3{Q4
2017

Q1{Q2{Q3{Q4
2016

{Q1NQ2‘Q3NQ4
2015

* Deals originating from the geography
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based m|TP mBPO mBundled
on the IDC contract database

m © 2018 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 18



560grapny analysIs
-|[-5P0 0eals In AMERIGAS

Sector-wise break-up of deals*

50

Deal value (USD billion)

12

[o7 02 (09)

® ®

1.4 1.7 @@ @ 8 2117 1.6 @
0
04008 0101- 10103503 0200 !0 001020200 030488 L
Banking Insurance Automotive Travel and Manufacturing Energy and Pharma Publishing, Retail Telecom Others* Defense Government
And And Logistics Utilities And Media and
Financial Aerospace Healthcare |Entertainment

Services
M 2015 ™ 2016 M 2017

* Others: Consumer and recreational services, Construction, Education, Professional services, Securities and investment services, Technology, Wholesale

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 All ﬁgures in USD billion
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database . No. of deals

Government and Defense sectors of AMERICAS remain the strongest users of outsourcing in past three years
with total contribution of 81 percent to deal value

Insurance sector displayed multifold increase in the deal value in 2017 over 2016. Defense and Government
sectors also displayed increase in the deal value in 2017 over 2016

m © 2018 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 19
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Top five countries by TCV (USD million) in 2017

o
D)

2. Canada
102,817
1. USA/C )\93 343

3 Mexico
(1)

4. Peru —

5. Brazil

30—
® BPO = ITO B Bundled

@ No. of deals

* Deals originating from the geography
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC
contract database

m © 2018 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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-|[-5P0 0eals In tMA: Value and numper of deals

Geography-wise break-up of deals*

* Total deal value of EMA has increased by 23
percent in 2017 as compared to 2016

* After a strong 4Q15, TCV in EMA decreased till
the beginning of 2017

* ITO contributed 80 percent, BPO — 17 percent,
and Bundled — 2 percent of the total contract
value in 2017

Q1

2016

®|TO =BPO mBundled

* In EMA, though 2017 showcases lower number
of deals signed, it had greater TCV as compared

24
to 2016 s B 1 . 1616 4 44 -

* Also, in 2017, 2Q17 had the largest number of 1 s 4 jl
deals signed and the total deal value was . ‘ ) ‘ . ‘ . ) ‘ ) ‘ . ‘ . . ‘ ) ‘ . ‘ .
amongst the highest, in the last three years Qb 1@ 1Q8 Q4 QL Q2 10Qs o )@]e]e]Q

2015 2016 2017
* Deals originating from the geography u|TP =BPO m=Bundled

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on
the IDC contract database

m © 2018 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 22



160grapny andlyss
-|1-5P0 Ceals In tEMA

Sector-wise break-up of deals* Prod)

cc)

I 1 1 I 1 1 |
I 1 1 I 1 1 I
I 1 1 I 1 1 I
I 1 1 I 1 1 I
I 1 1 I 1 1 I
I 1 1 I 1 1 I
~— 1 1 1 1 1 1 1
o 1 1 1 I 1 I 1
9 1 1 1 : 1 :% 1
= 1 1 1 1 |
o) I | | 1 I 1 |
o @: : : : : : (3, %
9 | | | | | | !
\D_/ 7 6 1 1 1 : 1 : :
. 1 1 1 1 1
E : : : : : : :
> 23 | | | | | | :
E 49 ! 17 I : : 5.0 g 5595
a | 1 1 1 . ) |
.00 Ho 0, o0 ©Oo0 kN o0
3 5 I [} 1 |
- o 920% - @ |
' ' 1.9 : 114 : ' 1 9.5 '@
1 1 1. 1. |
: 11 15 : o0 | | 1 :
1 1 0 1 o 5 I 1 09 0 5 I 1
: [ o2las 2223 010302 I ! |
Banking Insurance | Automotive Travel and | Manufacturing | Energy and Pharma Publishing, Retail Telecom Others* Defense | Government
And And Logistics Utilities And Media and
Financial Aerospace Healthcare | Entertainment
Services

® 2015 ¥ 2016 W 2017
All figures in USD billion

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 (] No. of deals
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

* Others: Consumer and recreational services, Construction, Education, Professional services, Securities and investment services, Technology, Wholesale

» Government, Telecom and Banking sectors continue to be the dominant consumers of IT-BPO services in the
EMA region, with total contribution of 48 percent to the total deal value in 2017

» Automotive and Aerospace sector displayed a significant decrease of 100 percent in total deal value in 2017
over 2016

m © 2018 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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Top five countries by TCV (USD million) in 2017
(2]
5.

o 30
3. Denmark

4. Netherlands

@ 1. United
3,456 Kingdom

44\ o
!
4,847 2. Spain
EN
N O | <
338
5. France

3,105

8,359

5,134
(1)

27
@ 2,542

® BPO = ITO B Bundled

® No. of deals

* Deals originating from the geography
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC
contract database

m © 2018 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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-|1-8P0 0eals In AsPAG: Value and number of deals

Geography-wise break-up of deals*

0.03
- 00 003 - Total deal value of ASPAC has decreased by 37
. i ' percent in 2017 as compared to 2016
& 5.3 ! * The outsourcing market in ASPAC contributes
el 3.6 3.7 @39 3.9 . 002 only 3 percent of the IT-BPO deals in 2017
- 29 0.2 | g 0.02
2.2 0.27 0.0
—— 0.0 :
0.5
QL |Q2 [Q3 [Q4 | Q1 | Q | Q| Q| Qf Q] Q3| Q4
2015 2016 2017

®|TO =BPO mBundled

* 87 percent of the deals signed by volume in the
ASPAC region in the year 2017 are ITO deals

* Both the BPO market and the bundled deals — - : el
market have been stagnant in terms of number of 1 1
deals signed in ASPAC Q1 { Q2 { Q3 { Q4 { Q1 { Q2 { Q3 { Q4 { Q1 { Q2 { st Q4{
2015 2016 2017

m|TP ®mBPO m=Bundled
* Deals originating from the geography

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on
the IDC contract database

m © 2018 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 26



560grapny andysis
-|1-5P0 0eals In ASPAG

Sector-wise break-up of deals*

3,398

Q- ————mmm—————

(2
8

Deal value (USD billion)

02103)

1915 | 57,50 -

Banking Insurance Automotive | Travel and | Manufacturing| Energy and Pharma Publishing, Retail Telecom Defense Government
And And Logistics Utilities And Media and
Financial Aerospace Healthcare | Entertainment
Services
B 2015 @ 2016 W 2017
* Others: Consumer and recreational services, Construction, Education, Professional services, Securities and investment services, Technology, Wholesale All figures in USD billion
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 . No. of deals

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

» Telecom was the top outsourcing sector in the ASPAC region for 2017 as well, with contribution of 50 percent of
the TCV. Government and Defense sectors were other major outsourcing sectors contributing 17 percent and
14 percent of total deal value in 2017

* While the Government and Defense sectors grew by 150 and 68 percent in terms of TCV in 2017, Insurance,
Pharma and Healthcare and Manufacturing all declined by over 95 percent

m © 2018 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 27
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Top five countries by TCV (USD million) in 2017

3. Russia 0

5. Japan

2,385

2. Indla 182—\ 57

Wy ©
o—
®E BPO = |TO = Bundled 1. Australia @

® No. of deals 3,562

4. Hong Kong

* Deals originating from the geography
Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC
contract database

m © 2018 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 28
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Jed vale

IT-BPO deals* signed in 4Q17 (Total contract value: USD90.8 billion)

- 100% ASPAC 1.6 Others 0.4
ime & Materia 0.8
0, -
90% : Hybrid
6.2
80%
Bundled
70% o 52.6
Total 60% - Morgégan UsD More than 5
contract 5 8”2"‘ years
4 : 76.5
value 50% AMERICAS Fixed price
. 83.4
USD90.8 40% - 890
billion
30% 1 Between USD
100- 500 mn Between 1to 5
20% 1 17.7 years
10% A Less than USD —
100 mn Less than 1 year
. 0% - 4.9 0.4

Services Region Contract value Tenure Pricing

* Deals analyzed are USD5 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: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

Bundled deals dominated the outsourcing space with a contribution of 58 percent to the total deal value signed
in 4Q17
AMERICAS continue to be the major outsourcing region contributing 91 percent of the total deal value signed in

4Q17. EMA and ASPAC contribute 7 percent and 2 percent respectively

Long tenure deals of length more than 5 years contributed to 84 percent of the total deal value, followed by mid
tenure deals between 1 to 5 years, which contributed 15 percent to total deal value of deals signed in 4Q17

m © 2018 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 30
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IT-BPO deals* signed in 4Q17 (Total number of contracts: 302)

T~ 100% -
90% Bundled More than USD50(
o More than 5
years
80% -
0 Between USD 95
100- 500 mn
% -
70% 20
Total 60% -
contracts
50% -
0 Fixed price
0% 1 Less than USD Baw;ggrg o5 250
100 mn
30% - AMESIICAS 190 187
20% -
10% 1 Less than 1 year
20
— 0% -

Services Region Contract value Tenure Pricing

* Deals analyzed are USD5 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: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database

» ITO deals and BPO deals contribute to 67 percent and 10 percent respectively in terms of number of deals
signed in 4Q17

» 63 percent of the deals, in terms of number of deals signed in 4Q17, were of value less than USD100 million.

Twenty percent of the deals signed in 4Q17, were of value more than USD500 million

» Fixed price contracting model showed dominance, contributing over 83 percent of the total number of deals
signed in 4Q17. Hybrid model and Time and material model contributed 6 and 10 percent to the total number of
deals signed in 4Q17

m © 2018 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 31
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Analysis of ITO deals 4Q17
25

A IT Bundled 0.7
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Note: Size of bubble indicates percentage share of the total number of ITO deals

S| — System Integration, Other IT services — Software testing, IT Education and Training

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis
based on the IDC contract database

Services, 1% Number of deals

Bundled Conslt. Infra. Products Services ITO

Value of contracts (USD billion)

Note: All values in USD billion. Scale of graph is just representative to illustrate the division across
different parameters. Figures may not add up to 100 percent due to rounding off. Refer L.H.S.
figure for legend

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and
analysis based on the IDC contract database

» IT Bundled services contributed to 68 percent of all ITO deals in terms of value and 29 percent in terms of
number of deals signed during 4Q17. ICT services contributed to 20 percent of all ITO deals in terms of value

and 21 percent in terms of number of deals signed in the quarter
 ADM, SMAC and System Integration are other key contributors to the ITO deals in 4Q17

KPMG
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Analysis of BPO deals 4Q17
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* HRO deals contributed to the most deal activity amongst BPO deals — 55 percent of all BPO deals in terms of
value and 27 percent in terms of number of deals during 4Q17

* F&A, SCM and Other BPO services are other key contributors to BPO deals in 4Q17
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PTIcing Model Y-0-Y trenc

By Deal Value

120.9* 150.4* 1455 * 120.4 * 159.1* 115.0* 262.0*

o In terms of deal value, Fixed pricing and

Hybrid pricing deals have increased from
2011 to 2017 at a CAGR of 13 and 17
percent respectively

Time and material pricing and
Transactional pricing deals have
decreased at a CAGR of 6% and 26%

2011 2012 2013 2014 2015 2016 2017 respectively
B Fixed Price  mHybrid mTime and materials B Transactional *Value (USD Billion)

By Number of Deals

1464* 1590* 1473 * 1144 ~* 891* 1077* 1114*

The number of Time and material pricing
deals have increased from 2011 to 2017 at
a CAGR of 1 percent

The number of deals using other pricing
models have declined. Fixed pricing, Hybrid
pricing and Transactional pricing have

decreased at a CAGR of 3%, 5% and 26%
2011 2012 2013 2014 2015 2016 2017 respectively
mFixed Price mHybrid mTime and materials M Transactional *Number of deals
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Segment and Pricing Model

By Deal Value

2017

Transactional, 0.46% T ansactional 8.88% Transactional, 5.19% 0.22% 0.22% 0.04%

Transactional Transactional Transactional

Time and Time and Tir_ne and
. materials materials 3.09% materials 0.16%) aterials 0.02%
IMEACHES 2 64% o

1.88% . . .
Hybrid Value of deals using ‘hybrid Hybrid 4!;!@;3 43.39%
0 o 0 5 0
41.41% Hybrid S0.81% pricing’ has increased AL

43.96% :
Value of deals using
‘transactional pricing has

Fixed Price Toll . .
Fixed Price 61.36% pecomeinegligiie Fixed Price e s

Fixed Price i i
0 Fixed Price 56.55%
SIS 45.28% 45.58% 52.19% ’

ITo BPO Bundled ITO BPO Bundled

By Number of Deals

Transactional 0.14% Transactiona l!!!o Transactional 0.45%

Transactional, 0.62% T gnsactional, 9.62% Transactional, 4.35%
| Timeand | I

) L Time and
materials 4.099 I e I : materials 1.20% materials 0.919

Hybrid ey Hybrid :

19.72% 1.92% SEDE L . , 19.76% Hybrid
Hybrid - More deals using ‘fixed pricing 29.55%
28.37% 28.99% were signed in 2017, even though

deal value has come down

Fixed Price
77.25% Fixed Price

Fixed Price Number pf dealg using
75.58% Fixed Price i i ‘transactional pricing’ have also 76.22% LT

Fixed Price

ROl come down

ITO BPO Bundled ITO BPO Bundled
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Segment and Deal size

By Deal Value

m Less than USD 100 MN m Between USD 100-500 MN
More than USD 500 MN

2017

m | ess than USD 100 MN m Between USD 100-500 MN
More than USD 500 MN

Deals valued at ‘More than USD
500 Mn’ have increased across
IT, BPO and Bundled segments

Deals less than 500 Mn seem to
reduce in equal proportion

17.5%

11.5%
ITO BPO Bundled

By Number of Deals

ITO BPO Bundled

2017

mLess than USD 100 MN m Between USD 100-500 MN m Less than USD 100 MN m Between USD 100-500 MN
More than USD 500 MN More than USD 500 MN

3.00% e |n 2017, the number of deals
15.0% show a similar trend to 2011 for
ITO and BPO segments

However, for Bundled segment
the number of deals of different
ranges have been distributed
more equitably

ITO BPO Bundled ITO BPO Bundled
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[lobal outsourcing Industry: Qutiook

» The continued development of process automation and technologies have presented further opportunities for global business services
(GBS) organizations, especially outsourcing. This has been accompanied by the rise in data and analytical services being embedded in

GBS organizations and outsourcing efforts

» Hybrid pricing model, as compared to fixed price, has gained popularity, contributing to 47 percent of total deal value in 2017, a significant

increase over 2015 and 2016

» 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

» UK specific government outsourcing deals, however, which were due to expire are being automatically extended because public sector
authorities are busy with Brexit and unable to focus on new and better value tenders. In UK, Telecom remained a major contributor in

deals valuing more than 500 MN

» Organizations are continuing to outsource with the objective to accelerate robotics process automation efforts to 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

» Intelligent automation will in the years to come have a major impact on staffing models, operating models, and location of captive and
third-party delivery centers. It will disrupt legacy models and relationships with service providers. Service providers that can aggressively
but intelligently co-opt (e.g., cut delivery cost, improve service quality, develop new service offerings) intelligent automation will win out,
those that lag or linger too long on just provided low cost services will lose

Source: IDC (www.idc.com), Contract Database, January 2018, KPMG member firms research and analysis based on the IDC contract database
KPMG Global Insights Pulse, 4Q17, January 2018
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bloDal outsoureng Industry: frends 2016

Customer-centricity to continue to
° gain prominence in service delivery

Effective collaborations and partnerships with
customers to be more important than meeting
SLAs

Use Case : Omni- channel strategy (web,
phone, mobile, face-to-face) to engage
customers, agility in adopting to new service
models

Up-skilling to drive sustainability of
SSCs

Almost 40% of the 4 million
professional workforce in countries
such as India planning to upgrade their
technical skill sets

Use Case : IT-BPO workforce
acquiring new skills in analytics, big
data, artificial intelligence, process
mining

Cyber Security to dominate spending
L 4

More than 64% of all the businesses intend to invest
on finding solutions to their IT threats

Use Case : Companies investing in IT audits, risk
assessment and malware management policies

KPMG

Key Trends
2018

Rise in significance of cloud

migration in ITO deals o

More than 50% of ITO deals to be influenced by
cloud adoption strategies ; SaaS market size to
reach $55.5 billion in 2018

Use Case : Companies are using cloud to facilitate

BCP requirements and to address network latency
issues

Knowledge based processes to

define SSC performance o

Adoption of complex, knowledge-based
processes incorporating intelligent automation
expected to double till 2020

Use Case : Automation of insurance underwriting
(Genworth Financial), real-time statistical
computing (Goldman Sachs)

Companies to opt for delivering more
services in-house leveraging automation

Companies to look to gain greater service control,
more than 60% of global SSCs to follow a captive
delivery model

Use Case : ABInBev in India insourced a 1000 FTE

capability center from Accenture
40



KPMG shared services and Dutsourcing Aavisory (soUA
BSearch

Latest from the KPMG Shared Services and Outsourcing Institute

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

: : . KPMG Institutes are dedicated to
onared Servicss and Outsourcing Instituts helping organizations and their
stakeholders identify and
understand emerging trends, risks
and opportunities. We do this by
creating an open forum where peers
can exchange insights, share
leading practices, and access the
latest KPMG thought leadership
publications.

As a result, corporate executives,
business managers, industry
leaders, government officials,
academics, and others have access
to the thought leadership
documents and knowledge which
they can use to make better
informed decisions and meet their
marketplace challenges.

Valuable resources to help executives considering, implementing and managing IT, business process improvement and other sourcing initiatives.

Argyou a Global BUSINSS
SEIVICeS eader for the digital
age?

Six factors you must consider now.

Waltch the YouTube video

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.kpmg-institutes.com/institutes/shared-services-outsourcing-institute/events/podcast-series/advice-worth-keeping-podcast-
series.html

Global IT-BPO Outsourcing Deals Analysis: http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/KPMG-Deal-Tracker/Pages/Default.aspx

m © 2018 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 41
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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

kb :



bossary (/¢

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, Cyber

security)
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.)

kb .



KPMG contacts

Stan Lepeak Arun Nair

Director — Global Research, Partner — Advisory Services
Management Consulting KPMG in India

KPMG in the US +91 80 3065 4913

+1 203 458 0677 arunnair@kpmg.com
slepeak@kpmg.com
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KPMG in India KPMG in India

T: +91 80 3065 4440 T: +91 22 3983 6000

E: kartikramakrishnan@kpmg.com E: nimishthaker@kpmg.com

Analysts (KPMG in India):
Esther Jaydevi
Sahil Khurana

Vidit Jindal
Anish Kaulgud

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.

© 2018 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 does KPMG International have any such
authority to obligate or bind any member firm. All rights reserved.

The KPMG name and logo are registered trademarks or trademarks of KPMG International. This document is meant for e-communications only.
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