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Welcometo the March edition of the Mufson Howe Hunter Technology
ServicesMonthly. Thismonth, we highlightkeythemesandgrowth drivers
of outsourced product development. Each month, our team aims to
provide you with a newsletter that contains thought-provoking content
and analysis,aswell asupdateson macroeconomicthemes,equity capital
market performance,private capitalmarket trends and noteworthy M&A
activityςall of whichis relevantto our coreindustrysectors:

We hope you find this information valuable, and we welcome any
commentsor suggestions.

Sincerely,

BrandonK. Eck
ManagingDirector,Headof TechnologyServices
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Welcome to the 
MHH Technology Services Newsletter!

Select 2018 Franchise Themes

²Ƙŀǘ ǿŜ ŀǊŜ ǊŜŀŘƛƴƎΧ

HealthcareIT: Thesweepingparadigmshift toward population health management
and value-basedreimbursementmodelsςwill continue to drive robust demandfor
healthcareIT productsand services. ConsultingServices,DataAnalyticsand Patient
EngagementTechnologywill comprisea growingportion of the overallHCITmarket,
reachingan estimated$74 billion in annualspendingby 2021(Marketsand Markets
andMHHcalculations). Serviceprovidersandsolutionsthat improveinteroperability
amongmyriaddisparatesystemswill be in highdemandfor manyyearsto come. For
additionalinsightseeour May2017andSeptember2017TSM.

Digital Transformation& Advisory: Businessprocesseswill continueto migratefrom
legacy systems to modern technology (cloud, edge computing, analytics, IoT,
blockchain, AI,etc.). Weexpectto seecontinuedgrowth in the digital transformation
consulting (DTC)channel. Trusted advisors with the ability to sell acrosssenior
businessstakeholderswithin an organization(CMO,CRO,CCO,COO,CIO)and who
providethought leadership,commercialinsights,targetedresearchandproprietaryIP
will be leadersin the category. Foradditionalinsightseeour November2017TSM.

IoT-Optimized Infrastructure Services: ά/ƻƴƴŜŎǘŜŘǘƘƛƴƎǎέwill streamline vendor
operationalmodelswhile reducingcustomercosts. IoT will introduce tons of useful
data to the cloud that needsto be capturedand effectivelymanaged. IaaSand PaaS
companieswill be a direct beneficiaryof this trend. Ciscoexpectsdatabase,analytics
and IoT workloadsto accountfor 22% of total workloadsby 2020(Cisco,2016). For
additionalinsight,seeour June2017TSM.

ÁGoogle's Parent Company Spends For a Future Beyond Ads 

ÁWhy Tech Titans Are Betting on India, in 14 Charts 

ÁBlockchaintemplates unveiled by Amazon Web Services 

ÁInside the Decline of Sears, the Amazon of the 20th Century

ÁPorsche Positions Itself Against Tesla, on the Road and Beside It 

TECHNOLOGY SERVICES MONTHLY

Blockchainin FinancialServices& Beyond: Although most widely associatedwith
cryptocurrencies,some of the largest financial servicesfirms are exploring using
blockchain technology to improve high-risk and/or time-consuming operations,
includingcross-border payments,AML& KYCcompliance,IAM securityprotocolsand
smart contracts. We also expect to see further adoption acrossa variety of other
industries,includinghealthcare,automotive,manufacturingandretail, amongothers.
Foradditionalinsightseeour December2017TSM.

Regulation Technology: The rapid proliferation of new and increasinglycomplex
regulations will continue to drive demand for RegTechsolutions that provide
operational efficiencies and cost benefits when applied to complianceand risk
managementpractices. Increasedregulation ƛǎƴΩǘjust a temporary challengefor
global financial institutions ςƛǘΩǎthe new reality. FinancialservicesŦƛǊƳǎΩaverage
coststo meet their obligationsare $60 million; someare spendingup to $500million
on compliance with KYCand Customer Due Diligence (Thomson Reuters). For
additionalinsightseeour August2017TSM.

http://www.mhhco.com/publication_pdfs/Technology Services Monthly - May 2017 Draft V7.pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - September 2017 v7.pdf
http://files.constantcontact.com/07e77b89001/4d746220-10ae-436a-b23a-bbe775e0f45c.pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - June 2017 - FINAL.pdf
https://www.nytimes.com/2018/04/23/technology/alphabet-google-future.html?rref=collection/sectioncollection/technology&action=click&contentCollection=technology&region=rank&module=package&version=highlights&contentPlacement=2&pgtype=sectionfront
https://www.wsj.com/articles/why-tech-titans-are-betting-on-india-in-14-charts-1524067561
http://www.healthcareitnews.com/news/blockchain-templates-unveiled-amazon-web-services
https://www.wsj.com/articles/inside-the-decline-of-sears-the-amazon-of-the-20th-century-1509472095?mod=article_inline
https://www.nytimes.com/2018/03/06/business/porsche-mission-e-tesla.html
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - December 2017 v6 (1).pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - August 2017_2xiwbq.pdf
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The Mufson Howe Hunter Technology ServicesGroup serves growth-oriented, rapidly scalable businesses that leverage proprietary and enabling technologies to 
address the evolving needs of modern enterprise customers. We apply deep industry expertise and broad transaction experience to provide thoughtful, tailored 

advice and solutions for our clients.Our clients turn to us for outstanding M&A advisory and capital-raising execution.

Brandon Eck
Managing Director,
Head of Technology Services

Prior Experience:

ÁManaging Director, Head of Technology & 
Services, Janney Montgomery Scott

ÁPrincipal, Katalyst Securities

ÁPrincipal, RCW Mirus

215.399.5411 beck@mhhco.com

18+ Years of 
Experience

60+ Transactions 
Completed

Education:

ÁGettysburg College (BA)

Senior Banking Team Sector Coverage

Andrew Wilson
Vice President,
Technology Services

Prior Experience:

ÁSenior Associate, Technology & Services, Janney 
Montgomery Scott

ÁAssociate, TMT, J.P. Morgan

ÁAttorney, M&A, Wilson Sonsini Goodrich & 
Rosati

215.399.5406 awilson@mhhco.com

8+ Years of 
Experience

20+ Transactions 
Completed

Education:

ÁDuke University (JD, MBA)

ÁU. North Carolina, Chapel Hill (BA)

ÁSell-side Advisory

ÁBuy-side Assignments

ÁPrivate Placements

ÁRecapitalizations

ÁFinancial Advisory

ÁFairness Opinions
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TECHNOLOGY SERVICES PRACTICE OVERVIEW

Business Model Coverage
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ENGINEERING SERVICES: OUTSOURCED SOFTWARE PRODUCT DEVELOPMENT
Market Sizing and Estimated Growth
Á EverestGroup estimates the engineeringglobal sourcing industry,

includingboth serviceprovidersand GlobalIn-houseCenters(GICs),

will grow at anannualrate of 14-16%, reachingUS$145-155billion by

2020. Softwareproduct engineeringis estimatedto accountfor 29%

of the industryand is expectedto grow at an annualrate of 16-18%.

1 EverestGroup,NewParadigmin ER&DServices: Convergenceof EngineeringandTechnologyςPart1, EverestGlobal,Inc.,
Mar 2017; EverestGroupMarket TrendsandServicesPEAKaŀǘǊƛȄϰAssessment: Adaptingto the NewNormal, Dec2017.

2 EverestGroup,EngineeringResearch& DevelopmentAroundthe Globe| MarketLƴǎƛƎƘǘǎϰ, Aug2016

Á Outsourcedsoftware product development(OPD)service

providers serve as ŎƻƳǇŀƴƛŜǎΩstrategic technology

servicepartnersto supportthe creationof software.

Á OPDserviceproviderstypicallyhavea meaningfulrole in

all aspects of the product lifecycle from product

conceptualizationthroughproductmaintenance.

Á Many businessesare currently looking to upgrade their

software products and are using technology service

partners to help navigate a new wave of disruptive

themes ςe.g., Internet of Things(IoT), Robotic Process

Automation(RPA)andblockchain.
89

150Shown in $billions

Engineering global sourcing expected to US$145-155 billion by 2020

29%

33%

19%

19%

Software products

Hi-Tech

Mechanical

Industrial, energy, chemicals &
natural resources

DǊƻǿǘƘ 5ǊƛǾŜǊǎΧaƻǊŜ ¢Ƙŀƴ [ŀōƻǊ !ǊōƛǘǊŀƎŜ

Á Theadvantagesof outsourcingproduct developmentextend beyondthe

laborarbitrageimpactof usinga globalsourcingmodelto reducespend.

Á Asengineeringconvergeswith technology,enterprisesstruggleto balance

speedto marketwith quality. Engagingwith a strategicOPDpartnercloses

the gap.

ShallowLabor Pool: OPDbrings in difficult to source, localized

talent with both technicalandfunctional(domain)expertise.

Co-Innovation & Knowledge Transfer: Service providers and

enterprisesthat embraceco-innovationmodelswill benefit from

fastertime-to-marketandcontinuedknowledgeadvancement.

SmarterProducts: OPDservicesprovidesadvancethe useof data

to drivecustomervaluewith smarterάŎƻƴƴŜŎǘŜŘέproducts.

ProcessImprovements: OPDserviceprovidershelp drive product

lifecycleefficiencies& quality improvementswith analyticsand

automation.

Global Talent Pool

60

95

29

55

2016 2020

Other
Software products

Outsourced Software Product Development

Conceptualization

Design

Development

Testing

Maintenance

FTEs: 30-40

Middle East 
& Africa

FTEs: 420-460

India

FTEs: 175-185

China

FTEs: 110-120

Rest of APAC

Latin America

FTEs: 80-90

Nearshore Europe

FTEs: 205-215

Number of FTEs in 000s

1

2
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ENGINEERING SERVICES: OUTSOURCED PRODUCT DEVELOPMENT

Recent Relevant Transactions
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OPD Value Drivers

Á Cradle-to-Grave Service Offering: Leaders in the category have

demonstratedan ability to deliver complete product development

servicesastrue, trusted OPDpartners.

Á Thought Leadership Drives Managed Services: Service providers

leading with a thought leadership approach and embracing co-

innovation models have a distinct advantagein broadeningclient

relationships and converting initial OPD engagementsinto sticky,

long-term managedservicerelationships.

Á TechnicalExpertise& DeepDomain Expertiseis Difficult to Source:

Leading OPD service providers bring a bench of highly coveted,

localizedtalent with strongtechnicalanddomain-specificexpertise.

Á Intellectual Property: Serviceproviders that possessa formalized

innovation culture that leveragesproprietary process-oriented and

vertical-specificintellectualproperty will continueto be highlysought

after partners.

Consolidation Trends

Á As OPDgrowth acceleratesand general IT servicesface continued

margin pressures,global ITO players and pure-play OPD service

providersare lookingto significantlyinvestin the sector.

Á Industry participantshave been busy openingOPD-specificoffshore

development centers (ODCs) across the globe and focusing

acquisition efforts on the sector to add scale, new verticals,

intellectualpropertyandpoint solutions.

New ODCs

Upgrading 
Talent

New 
Verticals

Scale

Intellectual 
Property

Niche, Point 
Solutions

Active OPD Acquirers 
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Source: CapitalIQ, Pitchbookand MHH Research


