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Capstone Partners, a subsidiary of Huntington Bancshares Incorporated
(NASDAQ:HBAN), has been a trusted advisor to leading middle market
companies for over 20 years, offering a fully integrated range of expert
investment banking and financial advisory services uniquely tailored to

help owners, investors, and creditors through each stage of the
company's lifecycle.
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Business Process Outsourcing & Contact Centers
Elevated Interest Rate Environment Drives Clients to
Sector, BoostssM&A Activity

KEY SECTOR TAKEAWAYS

Capstone Partners’ Business Services Group is pleased to share its Business Process Outsourcing (BPO) &
Contact Centers report. In contrast with most sectors, the elevated interest rate environment has supported
BPO & Contact Centers sector revenue and merger and acquisition (M&A) growth as organizations have
increasingly outsourced functions to reduce overhead costs. Transaction volume in the sector has continued
to flourish through year-to-date (YTD) 2023 and M&A valuations have remained unwavering. Several
additional key takeaways are outlined below.

1.

Businesses have progressively demanded higher quality outsourced services, spurring an increased
level of specialization and integration with clients’ operations.

The Healthcare end market has been instrumental to sector growth due to the extensive amount of
administrative work needed to remain compliant with state and federal regulators.

Heightened sector M&A activity year-over-year (YOY) has been supported by a well-capitalized
buyer universe as strategics’ margins have weathered economic volatility.

Average sector M&A purchase multiples have continued to outpace the broader Business Services
industry average through YTD, driven by heightened competition for quality assets.

Buyers in the space have demonstrated a sustained interest in middle market deals, with middle
market businesses representing 65% of M&A targets from 2020 through YTD.

Capstone Partners has developed a full suite of corporate finance solutions, including, financial advisory
services, merger and acquisition advisory, debt advisory, and equity capital financing to help privately owned
businesses and private equity firms navigate through each stage of a company’s lifecycle.

To learn more about Capstone’s wide range of advisory services and BPO & Contact Centers sector
knowledge, please contact us.


https://www.capstonepartners.com/industries/business-services/
https://www.capstonepartners.com/contact/
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DEMAND FOR INTEGRATED SERVICES DRIVES SECTOR REVENUE

The BPO & Contact Centers sector has showcased
significant strength amid economic volatility.
Driven by an elevated interest rate environment,
businesses have increasingly outsourced front-
and back-office functions to reduce overhead
costs. Heighted demand for outsourced services
has resulted in substantial M&A and revenue
opportunities for sector participants, with total U.S.
BPO revenue projected to rise to $72.1 billion in
2023 through a compound annual growth rate
(CAGR) of 1.9% from 2018 to 2023, according to
IBISWorld.!  Although cost-effectiveness  has
remained a key driver in the sector, organizations

‘ a Bob Balaban,
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“BPO . firms have continued to grow their
presence across the U.S. economy, particularly in
the Healthcare, Finance, and fast-growing
Venture-Backed markets as | clients look to
leverage the resources that established BPO
firms have developed globally.”

have progressively demanded higher quality
outsourced services, spurring an increased level of
specialization and integration with clients’
operations. This trend has been evidenced by the
2023 US. BPO revenue breakdown, in which
industry-specific, human resources, customer
management, and financial and accounting BPO
services are forecasted to contribute near-equal
portions of total revenue, according to IBISWorld.

Although organizations across end markets have contributed to sector growth, the Healthcare space has
been instrumental due to the extensive amount of administrative work needed to remain compliant with state
and federal regulators. Of note, the Healthcare end market is forecasted to yield 11% of total BPO revenue in
2023, outperforming the Energy, Technology, and Insurance end markets (IBISWorld). In addition, healthcare
providers are required by the Affordable Care Act to devote 80%-85% of spending to non-administrative
costs, further necessitating industry-specific, cost-conscious outsourced solutions, according to the U.S.
Department of Health & Human Services.?2 Capstone anticipates strong revenue gains and the emergence of
specialized, integrated outsourced services to materialize in a frothy BPO & Contact Centers M&A market,
propelling acquirer and investor appetite for providers serving high-growth end markets.

Total U.S. BPO Revenue Sees Steady Growth Specialized and Integrated Service Offerings

from 2018 to 2023 Drive 2023 U.S. BPO Revenue
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M&A ACTIVITY CONTINUES TO THRIVE AT STRONG VALUATIONS

M&A volume in the BPO & Contact Centers sector Sector M&A Volume Flourishes
has continued to surge through YTD 2023 with 41
transactions announced or completed. This marks 80 -
a healthy 20.6% increase YOY, especially @
compared to the broader M&A market which 2 60 - 53
declined 24.8% YOY through Q2. Heightened § 48
transaction activity in the space has been < 41
supported by a well-capitalized buyer universe, as = 40 - 34
strategics’ margins have weathered economic S 28 27
volatility and private equity firms have remained 2

. .. 20 -
armed with ample levels of dry powder. In addition, g
the expansion of sector participants’ service z ] I
offerings has increasingly piqued acquirer interest, O - . . . . . .
particularly in the BPO segment (see page eight for 2019 2020 2021 2022 YTD YTD
more details). Strategic acquirers have continued 2022 2023
to account for the majority (53.7%) of sector Year-to-date (YTD) ended August 15
transactions in YTD 2023, led by private strategics Source: Capital IQ, FactSet, PitchBook, and Capstone Partners

(41.5% of YTD deals) consolidating competitors to

bolster market share and deployable workforces. Contrary to the broader M&A market, financial buyers in the
BPO & Contact Centers sector have maintained their presence in the space, comprising 46.3% of deals in YTD
2023 and registering an uptick of 2.2% compared to YTD 2022. Sponsors have namely focused on add-on
acquisitions (26.8% of YTD deals) due to the difficult lending environment.

While there have been a number of large-scale M&A transactions in the sector, middle market deals (less than
$500 million enterprise value) have continued to account for the majority of acquisitions in the space. Middle
market deals have comprised 65% of total disclosed sector transactions from 2020 through YTD 2023,
demonstrating buyers’ sustained interest in rolling up middle market providers with limited customer
concentration, strong earnings growth, and omnichannel capabilities.

BPO & Contact Centers Valuation Analysis

Valuation Method Average Revenue Multiple Average EBITDA Multiple
BPO & Contact Centers Sector 97 _ 94
M&A Transactions (2020-YTD) /X X
Business Services Industry _

M&A Transactions (2020-YTD) 1.8x 8.5x
BPO & Contact Centers Sector 13x _ 8.4%
Public Companies (LTM) ) :

Source: Capital IQ, FactSet, PitchBook, and Capstone Partners

Valuation Insight

M&A transaction multiples in the BPO & Contact Centers sector have averaged a robust 2.7x EV/Revenue and
9.4x EV/EBITDA from 2020 through YTD 2023, outperforming the broader Business Services industry average
of 1.8x EV/Revenue and 8.5x EV/EBITDA during the same period. Healthy M&A valuations in the space have
been primarily driven by strategic and private equity acquirers engaging in competitive bid processes for
quality middle market assets. Of note, Five9 (Nasdaq:FIVN) announced its acquisition of Aceyus for an
enterprise value of $82 million (August 2023). Aceyus provides contact center technology solutions and value-
added contact center optimization services to enhance clients’ customer experience offerings.



Business Process Outsourcing & Contact Centers | September 2023 @

WHAT IS DRIVING SECTOR VALUATIONS?

Capstone has intimate knowledge of EBITDA purchase multiples for companies in the BPO & Contact Centers
sector through our closed mandates, proprietary research, and database access. Below, we have identified
criteria typical of companies achieving a range of EBITDA multiples in the space.

BPO & Contact Centers Purchase Multiples

(EV/EBITDA)
4-6x 5-7x 7-9x 8-10x

Driving Attributes

—

Company EBITDA $2mm $4mm $6mm $8mm $10mm $12 mm
Customer Sectors Wide mix of customers Demonstrated expertise
with no industry focus in 1-2 specific sectors
Services Provided Primarily outbound Primarily inbound
contacts contacts
. Lower-skilled customer Higher-skilled including
Agent Skillset services multilingual, technical
expertise, client industry
knowledge, etc.
Communication Channels Telephone focused Omnichannel capabilities
_ﬁ
Customer Business Size Sl bl SIS 26D )
client base recognizable national
and global companies
: Largest customer more Largest customer less
Customer Concentration thas 20% of revenue than 10% of revenue
EBITDA Margins Less than 10% Greater than 20%
of revenue of revenue

Source: Capstone Partners
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BPO M&A SPIKES, CONVERGING SERVICES SPURS LARGE-SCALE DEALS

M&A activity in the BPO segment has continued to
rise, with targets in this segment comprising a
historic 68.3% of total transactions in YTD 2023.
Heightened dealmaking in the BPO segment has
been driven by participants looking to expand
service offerings in conjunction with clients’ needs.
Notably, buyers in the space have increasingly
targeted businesses with recruitment process
outsourcing (RPO), human resource outsourcing
(HRO), and business process automation (BPA)
services to bridge clients’ talent gap and
streamline back-office functions. In addition,
active public strategic acquirers in the sector have
recently targeted full-service providers with both
BPO and contact center capabilities at premium
valuations, exemplified by Teleperformance’s
(ENXTPA:TEP) and Concentrix's (Nasdag:CNXC)
acquisitions outlined below.

BPO Segment M&A Rises

m BPO Contact Centers
100% -

321% 324% 317%
75% 4| 481% 45.8%

50%

25%

Percent of M&A Targets

0%

2020 2021 2022 YTD YTD
2022 2023

Year-to-date (YTD) ended August 15
Source: Capital IQ, FactSet, PitchBook, and Capstone Partners

Notable M&A Transactions

=<

"? Teleperformance .S
eachinteraction matters m GJ 0 rel

In April 2023, Teleperformance announced its
acquisition of Majorel Group Luxembourg
(ENXTAM:MAJ) for an enterprise value of $3.3
billion, equivalent to 14x EV/Revenue and 8.6x
EV/EBITDA. Teleperformance provides outsourced
customer and citizen experience services in
France and internationally. Luxembourg-based
Majorel provides end-to-end customer
experience  solutions  for  digitally native
businesses. In addition, Majorel offers a suite of
BPO services including technology support, digital
consumer engagement, operations management,
and vertical integration.

The  acquisition is expected to  add
complementary capabilities to Teleperformance’s
existing services, strengthen geographic reach in
Europe and North America, and bolster the depth
of the management bench. Upon completion of
the deal, the combined entity is anticipated to
generate ~$12 billion in annual revenue, according
to a press release.® The transaction demonstrates
public strategic buyers’ acquisition appetite for
consolidating competitors in support of a high
touch, high technology initiative, a trend witnessed
across the sector.

@ . Webhelp
CONCENTRIX

California-based Concentrix, a leading provider of
technology-driven customer experience services,
announced its acquisition of France-based
Webhelp in March 2023 for an enterprise value of
$4.8 billion. The transaction marks Concentrix’s
thirteenth acquisition in the space since inception
and the largest sector deal in YTD 2023. Webhelp
offers contact center solutions including pre-sales
voice services and telesales. The company cross-
sells its contact center offerings with a number of
BPO services such as technical support, fulfillment,
crisis management, and debt collection.

The acquisition of Webhelp is forecasted to
enhance Concentrix’s financial profile through
substantial revenue and earnings growth. Of note,
Webhelp is expected to generate ~$3 billion in
revenue and ~$500 million in adjusted EBITDA in
2023, with Concentrix realizing gains by the
second full year following the deal closing,
according to a press release.* The anticipated
strategic benefits of the transaction include a
diversified customer base, value-added digital
capabilities, and a verticalized, deployable support
staff for clients in Europe, North America, Latin
America, and Africa.
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Enterprise EV/LTM
Date Target Acquirer Target Business Description Value (mm) Revenue EBITDA
08/15/23  ABC Amega Bii Services Offelfs outsourced debt coIIe'ct|on and accounts B B B
receivable management services.
08/07/23 Aceyus Five9 (Nasdaq:FIVN) Provides contact center optimization services. $82.0 - -
07/24/23  SmartLinx Solutions Lone View Capital  Offers outsgurced human resource management and B B B
Management payroll services.
Provides customer and technical support solutions B _ B
07/13/23  Support.com RealDefense through home-based employees.
06/07/23  Allied Effect ULS H|\{e e Offers outsourced data analysis services. - - -
Marketing
05/26/23 InTouch Sindro Provides BPO and other outsourced services. - - -
Local Market . Offers outsourced data analysis and market research
SR e Ve services to the Real Estate sector. - - -
05/10/23  SunDoc Filings Computershare . Provides outsourced data processing services. - - -
Governance Services
Thompson Endeavor Business  Offers outsourced data analysis and market
05/10/23 ’ . - - - -
Consulting Group Media research services.
Kurtzman Carson GCP Capital Provides administrative services to support client’s
05/01/23 o : R - - -
Consultants Partners critical business processes and transactions.
RYSE . .
04/13/23 s UPSTACK Offers customer service solutions. = = =
Communications
04/12/23  Imagex HITS scann|ng Prowdeg outsour'ced documen't management services B B B
Solutions for public and private sector clients.
04/04/23 quus fepets Offers eDiscovery consulting and outsourced services B B B
eDiscovery to law firms.
03/21/23 Ellte'Reportmg Lexitas PI’OV.IdeS court reporting and outsourced transcription B B B
Services services to the Legal sector.
03/14/23 BV WASI Marketn?g Offers contact center and non-voice call B B B
Alternatives center services.
03/14/23 WorI§W|de Access Mai Fulfillment Provides lnpound, outbound, and non-voice call B B B
Solutions center services.
03/01/23  A-Check America Sterling Fiheck Offers outsourcgd employge background screening and $60.0 _ _
(Nasdaq:STER) customer experience services.
02/08/23 Nu Echo Waterﬁeld_ Provides call center and speech recognition solutions. - - -
Technologies
Olj24/23  Hatworld Boyne Capital Offers BPO and BPA services. - - -
Solutions Management
01/17/23 SupportOps :artn?rhero North Provides customer support automation services. - - -
merica
Merkle Response . . .
01/04/23 ) Moore Offers remittance processing services. - - -
Services
01/03/23  Dataline Systems g::\ﬂ\é\il:éks Provides BPO and financial operations services. - - -

Source: Capital IQ, PitchBook, FactSet, and Capstone Partners
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BUYER UNIVERSE

Capstone has built relationships with and tracked buyers that have been highly acquisitive in the BPO & Contact
Centers sector, particularly those that have completed notable transactions. Our sector knowledge and network
provides us with unique insights into this buyer universe and industry and growth drivers for the companies
within it.

Leading Strategic Buyers

accesshealthcare  peenowos AFFINITAS € e, alorica  asvent XTEMTO: "Capita

Concenmrix  CONDURNT g5 (530 CClzi. eClery EVERISE i BV
cHGs fbex. 7 Kii*Solutions MC| MRS RyNexa o
S)QUALFON @i resuiscx RAA gojcom feve ©sitel & startex N SUTHERLAND

@‘LN\ILX '- TO S kU S ?TEIEPQ_":Q"TE,"“ -7 TELUS Inlzmational Ltec valorglobal WNS

Leading Financial Buyers

abrypartners  [aea . Apax o APOLLO

PARTNERS

Tthroupz BI'OOkfIE|d C A E, DEV

rrrrrrrrrrrrrrrr

H G G C o h . 5{.@9?%992 LY CAPTAL &E
NEP  OneEquityPartners  P4G ~ @penn Bt ity

CAPITAL

STONE POINT CAPITAL  (swwsoxe TPG @ \/ VECTOR CAPITAL

Source: Capstone Partners

10



PUBLIC COMPANY DATA
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Price % 52 Wk Market Enterprise LTM EV/LTM

Company 08/22/23 High Cap Value Revenue EBITDA Margin Revenue EBITDA
Concentrix Corporation $73.39 48.3% $3,820.3 $6,279.7 $6,471.4 $1,276.3 19.7% 1.0x 4.9x
ExIService Holdings, Inc. $27.92 73.0% $4,627.0 $4,662.5 $15417 $297.4 19.3% 3.0x 15.7x
Firstsource Solutions Limited $1.90 99.6% $1,303.9 $1,445.7 $740.8 $113.5 15.3% 2.0x 12.7x
IBEX Limited $19.02 60.6% $347.1 $387.7 $522.6 $785 15.0% 0.7x 4.9x
Scicom (MSC) Berhad $0.25 95.1% $89.4 $86.6 $57.9 $13.6  235% 1.5x 6.4x
SYNNEX Corporation $97.66 87.5% $9,156.0 $12,409.5 $60,791.5 $1,911.2 3.1% 0.2x 6.5x
Teleperformance SE $125.20 37.1% $7,444.7 $10,324.4 $8,917.6 $1,376.0 15.4% 1.2x 7.5x
TELUS International (Cda) Inc. $8.23 26.7% $2,251.7 $4,022.7 $2,598.0 $457.0 17.6% 1.5x 8.8x
TTEC Holdings, Inc. $28.54 50.5% $1,353.3 $2,299.4 $2,484.4 $287.5 1.6% 0.9x 8.0x

Mean 15.6% 1.3x 8.4x
EV = enterprise value; LTM = last twelve-month Median 15.6% 1.2x 7.5x
$ in millions, except per share data
NM = Not Meaningful Harmonic Mean 15.6% 0.8x 7.2x

Source: Capital IQ and Capstone Partners as of August 22, 2023

Average EBITDA Margin Remains Strong in Capstone’s BPO & Contact Centers Index

Public companies in the BPO & Contact Centers sector have demonstrated significant margin
strength throughout the economic turmoil following the height of COVID-19, with an average
EBITDA margin of 15.6% over the last twelve months, rising above pre-pandemic levels.

Margin: 14.9%
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20% A
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Source: Capital IQ and Capstone Partners as of August 22, 2023
LTM = Last Twelve-Month
BPO & Contact Centers Index includes: 532809, CNXC, EXLS, IBEX, SCICOM, SNX, TEP, TIXT, TTEC
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BPO & CONTACT CENTERS REPORT CONTRIBUTORS

Bob Balaban
Managing Director, Head of Business Services Investment Banking
bbalaban@capstonepartners.com | 303-792-9400

Bob brings over 25 years of investment banking and operating experience. Bob has
served as the lead banker on over 75 merger and acquisition transactions primarily in
the business services marketplace. He has also been involved with over a dozen startup
companies, including Great Plains Accounting Software, Inc.,, a software company that
was ultimately acquired by Microsoft Corp. as well as InaCom Corp. a distribution
company that he helped grow to several billion dollars in annual revenue before it was
acquired by Hewlett Packard. He has appeared in numerous national business
publications, including the Wall Street Journal and Fortune Magazine and on national
television as an expert in mergers and acquisitions.

Max Morrissey
Market Intelligence Manager
mmorrissey@capstonepartners.com | 617-619-3336

Max serves as Manager on Capstone’s Market Intelligence Team. He provides M&A
insights, proprietary research analysis, and macroeconomic trends for C-suite middle
market executives, specializing in the coverage of the Business Services, Financial
Technology & Services, and Technology, Media & Telecom industries. Prior to joining
Capstone, Max was an analyst at Lab42 Research, a Chicago-based market research firm.
During his time at Lab42 Research, he specialized in the development, implementation,
and analysis of proprietary research projects for clients in the Business Services,
Consumer, Financial Services, Government, and Technology industries.
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FIRM TRACK RECORD
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Capstone’s Business Services Investment Banking Group has represented numerous businesses in the BPO &
Contact Centers sector. The Business Services Group is highly skilled in deal execution and leverages its
extensive buyer and investor relationships and in-depth sector knowledge to provide a favorable outcome on
behalf of its clients. Sample recent engagements are outlined below.
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Common Goals. Uncommon Results.

Disclosure

This report is a periodic compilation of certain economic and corporate information, as well as completed and announced merger and
acquisition activity. Information contained in this report should not be construed as a recommendation to sell or buy any security. Any
reference to or omission of any reference to any company in this report should not be construed as a recommendation to buy, sell or
take any other action with respect to any security of any such company. We are not soliciting any action with respect to any security
or company based on this report. The report is published solely for the general information of clients and friends of Capstone
Partners. It does not take into account the particular investment objectives, financial situation or needs of individual recipients.
Certain transactions, including those involving early-stage companies, give rise to substantial risk and are not suitable for all investors.
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not
be relied upon as such. Prediction of future events is inherently subject to both known and unknown risks and other factors that may
cause actual results to vary materially. We are under no obligation to update the information contained in this report. Opinions
expressed are our present opinions only and are subject to change without notice. Additional information is available upon request.
The companies mentioned in this report may be clients of Capstone Partners. The decisions to include any company in this report is
unrelated in all respects to any service that Capstone Partners may provide to such company. This report may not be copied or
reproduced in any form or redistributed without the prior written consent of Capstone Partners. The information contained herein should
not be construed as legal advice.
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Market Presence

With a long-established U.S. footprint, together with an international partner
platform, we provide clients with broad expertise and access to key market
relationships on a global basis. Our presence is backed by ~200 professionals in the
U.S. with 450+ professionals across 41 countries.

242 $26B 26% 8th

M&A transactions aggregate of our deals globally ranked for
completed in 2022 transaction value are cross- deals under $500m
border
450+ 15 2,200
team of IMAP industry verticals with historical completed
professionals worldwide global expertise transactions

United States International

~200 professionals 450+ professionals

11 offices 60+ offices in 43 countries

Boston - Chicago - Dallas - Asia: China - India - Japan - Thailand

Denver - Detroit - Los Angeles - Africa: Congo - Egypt - Ghana - Ivory Coast - Mauritius - Morocco - Nigeria - Senegal - South Africa
New York - Orange County - Americas: Toronto - Vancouver - Argentina - Brazil - Chile - Colombia - Mexico - Panama & Central

Philadelphia - San Diego - Tampa America - Peru
Europe: Belgium - Bosnia & Herzegovina - Croatia - Czech Republic - Finland - France - Germany -
Hungary - Ireland
Italy - Netherlands - Poland - Portugal - Russia - Serbia - Slovakia - Slovenia - Spain - Sweden -
United Kingdom

capstonepartners.com
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