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Johnson Associates

Financial Services Experts. Forward-thinking. Global Reach.

Johnson Associates is a leading independent financial services compensation consulting firm focused
on strategic advice, innovative design, and data-enhanced benchmarking. Much of our work is project-
based for senior firm management covering a wide range of issues. We also have extensive experience
advising Compensation Committees across business cycles.

30+ 250+ 100+ 20+

Years in Business Client Assignments Client Assignments with Years of Average Senior
per Year International Component Consultant Experience
Asset Management Wealth Management and Family Offices
Global e Boutiques e Equities e FixedIncome e ETF Wealth Management e Endowments e Foundations
Multi-Asset e ESG e Single & Multi-Family Offices
llliquid Investments Alternative Investments
Private Equity e Private Credit e Venture Capital e Real Estate Single and Multi-Strategy Hedge Funds e Proprietary Trading
e Real Assets e Infrastructure e Portfolio Companies e Quantitative Funds
Banks Insurance Companies
Global Banks e Regional Banks e Boutique Investment Banks Diversified e Life & Annuities e Property & Casualty
e Commercial Banks e Consumer Banks e [nsurance Asset Management e InsurTech

Special Situations

Expert Witness e M&A /IPO / Sale
e Recruiting and Severance Packages
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2025 Detailed Incentive Compensation Changes

Final 2025 market range; performance
variations between firms and specializations

I : Previous 2025 November Conference
: 1 market range
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* Excludes proxy executives with firm-specific circumstances and designs (i.e., KPIs)

Slight Changes Through Q4
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2025 Compensation Drivers

2025 Upwards Compensation Across Financial Services

Revenue Expansion & Cost Control Product & Market Evolution Pay Philosophy & Talent Retention

1 Pay Dispersion Expansion Continues

1 Positive Markets

Market appreciation impacts revenue and
incentive pools across sectors

N

Cost Discipline & Headcount

Expense control and headcount management
result in higher pool-per-nead

w

Capital Markets & Select Recovery

Rebound in trading / M&A along with healthy
hedge fund / wealth management inflows

1 Vehicle Expansion

Active ETFs, secondaries, and evergreen
vehicles along with diversification reinforces
investment talent demand

Distribution Focus

N

Fundraising headwinds increase cost of quality
distribution professionals; particular emphasis on
retail channel(s)

w

Strategy / Functional Specialization

Private credit, infrastructure, and quantitative /
multi strategies intensify high-end talent
competition

N

w

2025 greater dispersion with stronger
performance link

Targeted Hiring

High-impact / specialized talent rather than
broad-based headcount expansion

Retention

Retention efforts for key staff with notably higher
increases, guarantees, one-time awards, etc;
delinked from broader headcount control
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2025 Major Surprises and Trends (with Hindsight)

s N N
Strength of Re-emerging as major talent competitors
Major Banks Trading and M&A shine again

\ J\ J
s N A

Uniformity of Strong 2025 Unusual correlation across major markets and asset classes

Compensation Year International and emerging markets rebound
\ AN J
s aVa N
Early Impact and Al transitioning from productivity tool to enabling structural headcount changes
Continuing Denial of Al Striking how few executives will publicly admit impact
\ U\ J
s N A
Rapid Expansion of Vehicles Continuation and secondary vehicles become mainstream (+40% YoY)

Due to PE / VC “Clogging” Private credit / infrastructure directly benefit
\ U\ J
s N A

Clarity of a Broad agreement around heightened leverage and risk
Market Bubble Some economic linkages similar to the financial crisis (pre-2008 echoes)
\ U\ J
s N A
Mindset Change “We can do more with the existing workforce” — growing consensus
Around Staffing Levels Many positions viewed as easily replaceable

\ VAN J
s Ve A

Evolution of Pay Programs Adoption of customized compensation plans and approaches

Outside the Core Business Market necessities have overridden internal equity concerns
\ U\ J
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Rapid Convergence of Business and Compensation Programs

Core Business

“Everybody Does Everything”

Historical Pay Paradigm

Evolving Pay Paradigm

Discretionary

Discretionary

Major Banks | _ _ — , , ,
(Incentive / Firm Equity) (Incentive / Firm Equity + Product Investments / Carry)
Structured Structured (General Account and AM units)
Insurance . . . 9 . . .
(Incentive / Firm Equity) (Incentive/ Firm Equity + Product Investments / Carry)
Discretionary and Structured Discretionary and Structured
Traditional AM ary ghE STHe S - nary 2=
(Incentive / Firm Equity) (Incentive / Firm Equity + Product Investments / Carry)
: : Discretionary
Private Equity Discretionary =>  (Incentives / Firm Equity / Silo Carry + Silo and Basket C
: : : : ncentives / Firm Equity / Silo Carry + Silo and Basket Carry
eSS Sgplisy) Siiesel Cer), / Continuation and Secondaries / Hedge Fund Incentives)
Discretionary and Formulaic Discretionary and Formulaic
Hedge Funds . — . . .
(Incentive) (Incentive + Carry / Firm Equity)
Often can no longer benchmark against a single peer group;
Operating across multiple compensation paradigms and peers simultaneously
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Pay for Performance Differentiation

KEY TRENDS

Compensation Outcomes Increasingly Dispersed
(Cumulative % Change by Pay Outcome)

n Outperformance paid more aggressively
Conscious effort on performance management

Top Performers Increased
P Differentiation
= Elite talent commanding premiums
= Talent bifurcation expanding
n Standard Performers
= |Less focus on group _o
= Viewed as increasingly replaceable oAl
n Low Performers 2020 2021 2022 2023 2024 2025
= Weak performers managed out faster —e—Low Performers —e—Middle Performers —e=Top Performers

= Earlier signaling
lllustrative Pay Dispersion Trend
Based on sampling of actual compensation data across clients; compensation outcomes

increasingly differentiated in recent years. Pay growth for top performers diverged from
middle / lower performers, reflecting widening dispersion of compensation outcomes.
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Market Sectors Diverge

Performance
Outcomes Diverge

Major Banks

Diversified revenue streams
support resilience

Positive markets with
pivoting business model

Alternatives

Redemption activity testing
liquidity management

Sector performance gap widens over recent months

Major Banks
24%

S&P 500
14%

Asset
Management
12%

Alternatives
=37%
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Compensation / Talent Complications from Newish Strategies

Integration of Alternatives with Retail / Retirement Assets Active ETFs & SMAs

= Channels require different incentive structures / magnitudes = Lower-fee products pressure PM economics forcing rethinking of
= Retail fragmentation drives variability in sales plan designs historical revenue / compensation norms

= Fundraising uncertainty complicates headcount and pay planning " Success dependent on delicate balance of scale and fees
Continuation Vehicles & Secondaries Technology-Integrated Investment Platforms

= Compensation must be positioned carefully relative to flagship PE = Engineer / quant demand creates pay tension with traditional roles
» |ncentive fees differ, complicating carry calibrations = |egacy bonus and carry frameworks misaligned with hybrid

= Ongoing debate over future state; cyclical liquidity solutions vs. Investment—technology roles

permanent platform staples
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More Nuanced Benchmarking in the U.S.

= Well understood market compensation levels vary internationally
- Levels and practices in well-established foreign markets to more idiosyncratic and fluid locations
- Benchmarking should account for unique attributes and responsibilities relative to geography
- Location alone insufficient in providing needed perspective
= Scale, competitive positioning, local talent markets, and relation to broader firm

= Can no longer consider the U.S. as a single market with mostly equivalent compensation levels
- Not new but exacerbated by cost of living, taxes, remote work, and perceived quality of life differences
- Compensation data and perspectives have pluses and minuses (i.e., cheaper to live but out of industry mainstream)

Seattle

Total Compensation lllustration

Minneapolis = ‘ Boston Higher ‘

’ New York Metro
Chicago. = . . .
Salt Lake City | = Lincoln (L o Pittsburgh Philadelphia
o @) oo ) Wemaon 0 »
Kansas City = gton, B.%.
Nashville
Los Angeles Charlotte
: Albuquerque
Phoenix Atlanta’ * » Charleston
Dallas
San Antonio

Houston Tampa = Lower ‘
'Miami
© Australian Bureau of Statistics, GeoNames, Microsoft, Navinfo, Open Places, Open
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Common Carry Questions Revisited

= More than 50% to team with firms focusing on FRE
= Highest team splits for large multi-strategy platforms

1 What is the typical team vs. house split?

= Time-Based: Vests fully on time vs. Realization-Based: Mostly time, portion on realization

i ?
% DR ME e g MR e T = Vesting horizons extending with less predictable fund raising

= Allocated broadly across investment team (still mixed for Senior Associate vs. VP entry)

3 How are allocations by level / function evolving? : : .
= Increasing and more formal allocations to senior sales / support

= Increasing use of cross-fund “carry basket”

4 How do we foster a “one-firm” mentality? :
= Usually focused on senior leaders

=  “Dollars-at-work” framework useful but hard to compare to annual pay
5 What is best practice for valuing carry? = Option-based valuation methodologies (i.e., Black-Scholes-ish) more accurate
- JA published a carry valuation whitepaper with additional detail (available on website)

= Sound approach required with magnitudes increasing

- H 7
9 e o Ul <l P o me e = Thoughtfully establishing commitments and funding sources

= Greater aligning of cash compensation with market and more performance differentiation

7 How to reconcile with carry “devaluation”? o o :
= Clearer communication of timing and scenario ranges

= European predominant market practice

8 American vs. European waterfalls? ) ; )
P = With American waterfalls value is enhanced
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Carry Economics: A Multi-Dimensional Landscape

Market factors beyond recent performance shape carry decisions / outcomes

n GEOGRAPHY

Regional Norms & Adaptation

Europe maintains more LP-protective
carry structures relative to the US (e.g.,

European waterfalls, longer vesting, etc.)

Regulatory / cultural pressures result in
adaptation across geographies (i.e., tax

n INVESTOR / FIRM TYPE

Risk Appetite & Capital Mission
. Family offices, insurance GAs, and
SWFs often use phantom carry

. Varying investment mandates / mission
flow through carry design

. Cash pay used to bridge gaps where

VEHICLE STRUCTURE

Complexity by Transaction Type

Continuation vehicles terms account for
recycled assets, cost basis, and
investor dynamics

Co-investment carry frequently
discounted or eliminated to drive LP

treatment) carry lags independent firm peers participation

How do firms adapt to these nuances?

OUTCOME 1 OUTCOME 2

Carry Structure Substituted

Fee Sharing Phantom Carry Equity-Linked LTI

» Carry-like economics delivered via alternative mechanisms
= Fosters talent motivation and retention without carry

Carry Structure Evolves

= Carry structure nuanced
» Terms, allocations, and timing are modified
» Adapts to geographical, investor constraints, or vehicle nuances
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Sales Compensation

3 common sales models (discretionary, hybrid, and formulaic) Sales Design Considerations

- Historically skewed toward discretionary or fully formulaic;
hybrid increasingly common

_ _ Senior Level
- Approach selected varies with differences in fundraising cycles, Involvement
sales processes, products, culture, etc.
Product proliferation + longer fundraising cycles complicate Product Sales House
crediting and pay design Cycle Accounts
- Level of relationship management to incentivize
- Cross-selling and “joint sale” credit
Fund difficul h Peff?r#’:t:ce Varying Fee
undraising difficulties challenge sales structures
9 9 Competitiveness Schedules
- Competing priorities (i.e., existing clients and products, client
management, new geographies and products, etc.)
- Upwards pressure on sales compensation for proven producers j
P P P P P Client By
Management
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Non-Compete and Non-Solicit Mapping

= Nuanced restrictive covenants needed given evolving landscape

- Non-compete ban invalidated with current administration unlikely to revisit

- Stated goal of bans / restrictions to preserve talent mobility and protect against wage suppression
Enforceability driven by employee seniority, compensation level, and business interest protected

= Definitive bans on employee non-competes / non-solicits remain limited but restrictions expanding
- California only state with clear, non-qualified bans on restrictive covenants

- Many states restrict to only highly paid / senior employees
Non-solicit agreements involve lighter constraints and often less ambiguity than non-competes

Non-Solicit

Non-Compete

Allowed & Undecided B Not allowed " Not allowed

" Allowed
(With Qualifications) (Without Qualifications)

Source: Seyfarth, 50 State Non- ] - ] St
(Without Qualifications) (With Qualifications)

Compete Desktop Reference
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Weakening of the ISS / Glass Lewis Axis of Evil

J.P. Morgan and Wells Fargo have officially stopped using ISS / Glass Lewis
- Other firms considering the same move or will lessen reliance on their voting recommendations
- Increasingly internally implemented with Al assistance

Current administration wants to curb how “index giants” vote client shares
- Pass-through / mirror voting mechanics to underlying investors
- Introduces tougher thresholds for shareholder proposals of smaller investors

Future power of “Say-on-Pay” vote unclear
- Ultimate hammer is the threat of removing directors who don’'t make compensation program adjustments

Recommendation “against” occurs about 10% - 15% of time
- Director removal tied to pay adjustments rare
- Negative recommendations continue to trend down, although prediction targeting has increased

It is unclear whether the impact of a negative recommendation and the underlying
threat of director removal will remain credible.
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Executive Compensation

2025 Major Bank CEO Pay: “40 is the new 20” = Public company executives largely detached from broader pools

- Models more akin to an executive rather than a senior partner

- Private firms more often have stronger link to firm funding

- Approaches lead to benchmarking differences between public and
private firms

Goldman Sachs (Solomon) $47M

Morgan Stanley (Pick) $45M

= Formal ownership requirements remain low
JPMorgan (Dimon) $43M - 5x to 10x base salary

- Actual levels significantly higher

Citigroup (Fraser) $42M -
LOTTERY CEO PAY
SCRATCH-OFF SCRATCH-OFF

Bank of America (Moynihan) $41M

Wells Fargo (Scharf) $40M

All at or above $40M — highest aggregate since 2006
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2026 Fearless Forecasts

s aYa A
Private Credit Bubble Impacts broader economy and public markets
Ending Badly in Late 2026 Reduces carry and ability to retain / motivate in a difficult situation
\ J\ J
s N A
Flattish 2026 Compensation Broad market bubble trending sideways / down
(Being Optimistic) Impact of Iran War will negatively impact H1 2026
\ AN J
s aVa A
Product Broadening Difficulties more evident in market downturns
Slows Reconciliation of pay levels across strategies more difficult
\ U\ J
s N A
Headcount reductions of 10% - 20% in next 3 years; continued focus on high-skill / client roles
Al Impact - - L B o
Individuals utilize for pay negotiations; shown as “proof” without actual sources
. U\ J
s N A
PE / VC “Clogging” Capital concentrates in scaled firms with proven track record / niches
Continues Carry outcomes more uncertain, pushing investment talent toward specialized strategies
\ U\ J
s N A
Moderate Base Little appetite for going above 3% - 3.5% range
Salary Increase Less concerns about broad employee retention
. VAN J
s Ve A
Crowded Retail Move into alternatives and 401(k)s will be slower than hoped
Expansion Crowding intensifies: many firms chase the same channels, compressing flows
\ U\ J
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Compensation-Related Sector Trends

Traditional Asset Management Wealth Management & Family Offices llliquid Strategies
Continued evolution of the “standard” Structural momentum Successful multi-strategy capabilities along
asset management firm fuels expansion with scale = the holy grail for many
= Expansion will not end well for some = Multi-generational wealth transfer creating = Pay growth tied closely to fundraising and
(especially expanding into alternatives sustained asset migration capital deployment cycles
without expertise)
- Alternatives expansion in advisor value = Incentive structures continue to evolve
= Business diversification requires thoughtful proposition
compensation integration - Carry fundamentals evolving with
» |ntegration within salesforce (special greater emphasis on FRE economics
- Complexities with balancing all channel); teams with quasi-institutional
functions / products skillset - Cash compensation increasingly
differentiated across staff levels
- Often require new programs and = Expansion costly with need to hire seasoned
mindset advisors with substantial client assets

- CIO compensation rising with co-invest
/ carry more common

Convergence accelerates as firms chase growth engine
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Compensation-Related Sector Trends

Hedge Funds Major Banks
Benefiting from strong performance and Traditional investment banking Greater impact of asset management
lack of realizations in illiquids has a renaissance on insurance firms
= Higher profit share for elite producers = “Skill-based” pay and bigger premiums for = Moderate compensation growth tied to
Al-adjacent producers (i.e., quants, data, underwriting profitability
- Higher at leading platforms compared automation owners)
to recent years = Asset management / alternatives growth
= Headcount pruning rises output per influencing pay structures
- $50M+ payouts; PM “free agency” and individual
negotiated contracts emerge = Technology and efficiency initiatives
= UK variable pay structures recalibrating reshaping workforce economics
= Talent mobility forcing innovation
- Lower fixed allowances with higher = Long-term headcount reductions
- Competition for top-tier Al talent and bonus multiples for MRTs

“one-off”’ offers

Performance intensity driving sharper pay outcomes
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Final Thoughts

Challenges

= 2026 not likely a robust compensation year
- Increase focus on best performers

- Comparisons to 2025 unhelpful

= Bubble and inflection points
- Return dispersion rising with more downside
- Private credit underwriting questioned and return

assumptions tested

= Talent competition intensifies
- Talent now bifurcated; highly skilled professionals essential

= Compensation structures under pressure
- Legacy frameworks strain as pay dispersion, retention

needs, and new strategies collide

Opportunities

Strategic focus on product differentiation

- Clear edge increasingly important as market tailwinds fade

Better more sophisticated compensation analytics

- Ability to test decisions and impact

Disciplined hiring
- Right size headcount to ramp with strategic plan

- Supplement with Al efficiencies to automate processes

Align compensation with firm strategy and philosophy
- Importance of thoughtful and nuanced structure
- Differentiate individual pay

- Align incentives to desired behaviors; reward true impact

Winning firms will pair strategic clarity with disciplined talent and compensation design.

Adopters gain advantage as performance outcomes widen.
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Our Services

Strategic Design. Actionable Advice. Market Data

We partner with firm management, human resources teams, and Boards to provide tailored compensation solutions and custom analyses

Market Benchmarking

Year-end review and ad-hoc analysis e Peer group selection / analysis e
Compensation benchmarking by individual e Traditional and hybrid / compound
roles e Extensive proprietary database e Compensation mix analysis e Carry
allocations, dollars-at-work, and valuation e Perquisites and benefits e Market
program prevalence e Headcount analysis

Board of Director Advisory

Compensation committee advice e Say on pay / shareholder advisory e
Executive compensation benchmarking e Emerging market trends and analysis e
Board compensation e Year-end review e Regulatory updates

Incentive Plan Design

Detailed program assessment e Compensation philosophy e Performance

metrics e Incentive funding rates e Annual incentives e Long-term incentives
e Equity / profits interest e Carried interest design and terms e Sales plan

design e Performance share unit design e Deferral programs and vesting e
Partnership plans e Restrictive covenants e Plan transition and communication

Special Situations

Succession planning (economic and governance) e |IPO/Sale/ M&A e
Bankruptcy e Restructurings e Expert opinion and testimony e Employment
contract design and negotiation

Learn more about our services:
https://johnsonassociates.com

https://www.linkedin.com/company/johnson-associates-inc.

To join our mailing list or speak with a consultant:
Contact us directly or reach out at:

info@jaiconsulting.com / +1 (212) 221-7400
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