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Executive Summary

As 2025 closed, outsourcing across the U.S. financial sector had undergone a decisive transformation. What
once served primarily as a cost-reduction tactic has matured into a core pillar of enterprise modernization,
operational resilience, and competitive differentiation.

Financial institutions at every tier—from global banks to community lenders—faced a convergent set of
pressures in 2025: structural talent shortages, relentless cybersecurity threats, intensifying regulatory
requirements, the urgency to retire aging efacy infrastructure, and mounting demand for Al-enabled
capabilities. The outsourcing market responded with equal force, evolving models, geographies, and service
depth to meet these needs.

Three defining themes emerged at year-end:

e Al and agentic automation moved from pilot to production, reshaping how outsourced workflows are
designed, supervised, and governed.

e LATAM nearshoring accelerated as the fastest-growing outsourcing region globally, offering time-zone
alignment, skilled bilingual talent, and lower attrition than offshore alternatives.

e Regulatory scrutiny of third-party Al and cyber risk intensified, with FINRA, the SEC, and OCC each
flagging vendor governance and agentic Al supervision as 2026 examination priorities.

The CE3 Solutions Perspective

The firms that will lead the next chapter are those that treat outsourcing not as a vendor transaction, but
as a strategic capability—built on trust, technology, and compliance rigor.

Key Trends Defining Year-End 2025

n From Cost Tool to Strategic Enabler

The strategic repositioning of outsourcing accelerated sharply in 2025. CFOs no longer benchmark outsourcing
solely on labor cost savings—they demand that partners embed Al, automation, and analytics directly into
managed finance operations. According to Everest Group’s 2025 FAO PEAK Matrix, outsourcing has been
repositioned as an enabler of future-ready finance, not a back-office utility.

Small and mid-sized financial institutions in particular leaned into outsourcing as a means of accessing
enterprise-grade capabilities—Al-driven analytics, regulatory technology, and cybersecurity infrastructure—
without the capital burden of building in-house.

n The LATAM Nearshoring Surge

Latin America cemented its status as the premier nearshoring region for U.S. financial services in 2025. The
Everest Group’s 2025 State of the Finance and Accounting (FAO) Market confirmed LATAM as the fastest-
growing FAO geography, with 96% of organizations planning to maintain or expand their regional footprint.
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Key drivers behind the surge:

e Time-zone alignment enables real-time collaboration and daily reporting handoffs with U.S.-based
teams.

e Lower attrition compared to offshore markets improves delivery consistency and reduces retraining
costs.

e Advanced finance activities — FP&A, audit support, vendor management, credit analysis — are now
performed at scale in LATAM.

e Colombia, Mexico, and Costa Rica have become primary hubs for bilingual, credentialed finance and
technology talent.

H Al and Agentic Automation Enter Production

2025 marked the year Al moved from “testing” to “implementation” across outsourced finance operations. Al
adoption in finance nearly doubled over two years (Gartner 2025 CFO Priorities), and the shift from rule-based
automation to agentic Al—systems capable of autonomous multi-step reasoning and task execution—became
one of the defining risk and opportunity themes of the year.

FINRA’s December 2025 Annual Regulatory Oversight Report formally identified agentic Al as an emerging risk
area, noting that member firms deploying such systems must maintain supervisory controls compliant with
existing rules on supervision and business continuity. Regulators are clear: delegating to an algorithm does
not reduce institutional accountability.

For outsourcing relationships, this creates both opportunity and obligation:

e Opportunity: Partners offering “Al as a Service” platforms provide clients access to advanced
capabilities without in-house build costs.

* Obligation: Governance structures, human-in-the-loop oversight, and documented Al decision trails
are now vendor evaluation criteria, not optional features.

n Knowledge Process Outsourcing (KPO) Continues Its Ascent

Outsourcing continued its march up the value chain in 2025. High-value functions previously considered too
sensitive or complex for external delivery—FP&A modeling, regulatory compliance, quantitative research,
credit analysis, and audit support—are now routinely performed by outsourcing partners with deep domain
expertise.

The financial modeling outsourcing market illustrates this maturation: buyers increasingly demand not a one-
time model build but ongoing modular services including monthly/quarterly refresh cycles, scenario libraries,
and investor-ready outputs. The outsourced function now operates as a continuous, managed service.

n The Continuous Close and Real-Time Finance

One of the most operationally significant shifts of 2025 was the transition from periodic financial reporting to
continuous financial operations. Through real-time reconciliation, transactions are matched and verified as
they occur, giving CFOs live dashboards of financial health rather than backward-looking month-end reports.

Outsourcing partners are the primary enablers of this shift—providing the technology platforms, staffing
depth, and process architecture that internal teams often lack the bandwidth to build independently.
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The Regulatory Landscape at Year-End 2025

Regulatory pressure on outsourcing relationships intensified significantly in 2025, driven by three converging
forces: Al governance, cybersecurity requirements, and third-party risk oversight.

Al Governance and Agentic Risk

The December 2025 FINRA Annual Regulatory Oversight Report placed agentic Al supervision alongside digital
assets as top examination priorities for 2026. Firms deploying Al aFents in outsourced or internal functions
must demonstrate that supervisory controls, business continuity plans, and written supervisory procedures
address autonomous Al deployment.

Simultaneously, the SEC's 2026 examination priorities—published in November 2025—elevated cybersecurity
and Al above cryptocurrency as the sector’s most pressing regulatory focus areas. A December 2025 Executive
Order directed federal agencies toward a uniform national Al compliance framework, signaling an effort to
reduce fragmented state-by-state regulation.

Cybersecurity and Third-Party Risk

2025 saw record-setting cyber incident volumes, with Al-driven social engineering and supply-chain
compromises driving significant cost to financial institutions. The SEC strengthened breach-response and
notice duties for financial firms, the FTC established new mandatory cybersecurity standards for non-bank
institutions, and the OCC’s Fall 2025 Supervisory Report expanded its cyber discussion to explicitly include
foreign state-sponsored actors and geopolitical threats.

Regulatory Baseline for Vendor Relationships

Contractual cybersecurity standards applied to vendors are now a direct focus of regulatory examination.
Zero-trust architecture, SOC 2 Type Il compliance, incident response protocols, and documented exit
strategies are no longer differentiators—they are baseline requirements.

Workforce Dynamics: The Talent Crisis and Outsourcing’s
Response

Talent shortages in finance and accounting reached near-crisis proportions by end of 2025. Only 1 in 10 CFOs
re?orted no finance talent shortage in their organizations (Deloitte, Q1 2025 CFO Signals). Robert Half's 2026
Salary Trends report found that 62% of finance leaders struggle to fill accounting roles, with shortaﬁes already
producing delays and elevated compliance risk. Some analysts projected a deficit of 3.5 million skilled finance
professionals by year-end 2025.

Outsourcing has become a structural response—not a temporary workaround—to this challenge. Key
workforce trends at year-end:

Workforce Challenge Outsourcing Response

> Critical talent shortages in F&A and > Nearshore talent hubs in LATAM and Philippines
compliance
» Slow internal hiring cycles vs. deal speed » On-demand talent platforms and micro-teams
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> Rising domestic salary demands » Cost-effective global delivery models

» Need for niche domain expertise » KPO partners with deep sector specialization

> Scaling capacity without fixed headcount » Elastic operational capacity through BPM models
costs

The hybrid operations model—combining internal staff with external specialists—has become the dominant
apgroach. Per Deloitte, 58% of contact centers operated under a hybrid model in 2025, with remote and
I]?y rid arrangements now standard across outsourced finance, compliance, and customer experience
unctions.

The Evolution to Business Process Management (BPM)

The outsourcing model itself continued evolving in 2025. Traditional BPO has given way to Business Process
Management (BPM)—an integrated model combining people, technology, and process reengineering for
continuous value creation, not one-time cost reduction.

BPM addresses the full spectrum of operational challenges facing financial institutions:

v

High Operating Costs — global labor arbitrage combined with intelligent automation
» Talent Shortages — niche domain expertise delivered on demand

» Non-Core Distractions — externalized regulatory and repetitive functions

» Scalability Constraints — elastic capacity that expands without hiring cycles

> Process Inefficiencies — continuous reengineering and performance benchmarking
» Service Variability — consistent multilingual 24/7 support delivery

» Technology Gaps — platform access without in-house build investment

» Compliance Burdens — expert management of sector-specific regulatory obligations

Next-Generation Outsourcing Models Gaining Traction

Several advanced delivery models matured in 2025:

Transform-Then-Reintegrate

Outsource for external optimization, then reintegrate in-house once modernized—retaining institutional
control while leveraging third-party innovation.
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Joint Ventures with BPO Providers

Gain-sharing models align incentives between institutions and partners, driving mutual value through
performance-based outcomes.

Utility-BPO Hybrids
Industry peers co-developing service centers for standard functions such as KYC, AML screening, and loan
processing—sharing cost and compliance infrastructure.

Champion—-Challenger Models

Real-time vendor benchmarking ensures continuous performance alignment and prevents complacency
in long-term outsourcing relationships.

Geopolitical Risk Management

The geopolitical risk environment for outsourcing grew more complex in 2025. The OCC's Fall 2025
Supervisory Risk Assessment explicitly expanded its cyber threat discussion to include foreign state-sponsored
actors, reflecting a broader acknowledgment that geopolitical dynamics now directly intersect with vendor
risk management.

Concurrently, the DOJ’s 2025 Data Security Program imposed broad restrictions on transfers of sensitive U.S.
person data to specified foreign jurisdictions, creating immediate compliance exposure for firms with offshore
vendor relationships involving customer data.

Institutions managing geopolitical outsourcing risk effectively in 2025 employed five core practices:

e Jurisdiction-specific risk assessments embedded in vendor onboarding and annual reviews
Diversified delivery locations to avoid single-country concentration risk
Business continuity plans tested against geopolitical disruption scenarios, not just natural disasters
Continuous monitoring of political, regulatory, and economic signals affecting delivery locations
Contractual requirements for vendors to maintain and report on their own geopolitical risk frameworks

ESG: From Preference to Procurement Standard

By close of 2025, Environmental, Social, and Governance considerations had crossed a threshold: they moved
from aspirational vendor evaluation criteria to operational procurement requirements. The SEC’s climate-risk
disclosure rules and international alignment with ISSB standards placed ESG data collection squarely within
the CFO’s mandate.

Outsourcing partners are increasingly filling the ESG data management gap—providing structured ecosystems
for tracking carbon footprints, supply chain ethics, and workforce diversity metrics with the same rigor applied
to financial reporting. For financial institutions selecting outsourcing partners, ESG alignment is now a due
diligence requirement alongside financial stability and technical capability.
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The CE3 Solutions Perspective: Strategic Imperatives for 2026

At CE3 Solutions, we work with financial institutions navigating exactly these dynamics—helping clients design
outsourcing strategies that are compliant, resilient, and positioned for the capabilities 2026 will demand.
Based on what the market delivered in 2025, we identify four imperatives heading into the new year:

1. Govern Before You Scale

Al and agentic automation are no longer future-state aspirations—they are active components of outsourced
delivery. Institutions must establish Al governance frameworks, including written supervisory procedures and
human-in-the-loop oversight mechanisms, before expanding Al-enabled outsourcing relationships. Regulators
are watching, and they are specific about expectations.

2. Nearshore for Resilience, Not Just Cost

LATAM'’s trajectory makes it the most strategically sound nearshoring decision for U.S. financial institutions.
Time-zone alignment, cultural proximity, lower attrition, and growing depth of advanced finance capability
make LATAM the answer to both the talent crisis and the geopolitical risk calculus.

3. Treat Vendors as Extensions, Not Vendors

The firms generating the most value from outsourcing in 2025 were those that embedded outsourcing
partners directly into growth-critical operations—not those who kept them at arm’s length in back-office
functions. Strategic outsourcing requires strategic partnership: shared goals, performance-based incentives,
and mutual investment in capability development.

4. Compliance is a Competitive Advantage

The regulatory complexity of 2025—FINRA agentic Al guidance, SEC examination priorities, OCC technology
risk warnings, DOJ data transfer restrictions—means that firms with airtight vendor compliance frameworks
will outperform peers scrambling to remediate gaps. Compliance rigor in outsourcing is not overhead; it is
operational resilience.

Conclusion

Outsourcing in 2025 was not a back-office function. It was a lever for enterprise transformation—and for the
financial institutions that deployed it strategically, it became a source of genuine competitive advantage.

As 2025 closed, the institutions winning the outsourcing equation shared a common posture: they partnered
with providers not merely to cut costs, but to access innovation, manage risk, and build the operational
resilience required to compete in a market shaped by Al, regulatory pressure, and relentless talent constraints.
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The Strategic Imperative for 2026

Move from transactional vendor management to genuine strategic partnership. The firms that make this
shift—with the right compliance infrastructure, the right geographies, and the right governance—wiill
define the next chapter of financial services outsourcing.

About CE3 Solutions, LLC

CE3 Solutions is a strategic advisory firm serving financial institutions across the outsourcing lifecycle—from
vendor selection and contract governance to compllance assurance and performance optimization. We
combine deep sector expertise with a practitioner’s understanding of the regulatory, technological, and
workforce dynamics shaping the industry.

For inquiries, partnership opportunities, or to discuss your institution’s outsourcing strategy, contact CE3
Solutions, LLC at www.ce3solutions.net.
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