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Q2 2026 Year-End Projections: (% Change from 2025)

Johnson Associates projects year-end incentives to vary across sectors

Trends & Projections: “Year of the Bank” as results significantly outpace other sectors. Hedge funds capitalize on inflows and volatility.
Traditional asset management higher on market appreciation. Fundraising challenges and delayed distributions plague private markets.
Geopolitical turmoil and credit stress key factors in second half.

Traditional Asset Management
7% to 11%

= Market appreciation boosts revenues

= Active ETF inflows as firms expand
product capabilities

= Al-driven efficiencies and headcount
management cushion margin pressure

= |ndustry consolidation. Barbell effect
between mega firms and boutiques

Wealth Management / Family Office

WM: 5% to 10% FO: Up 5%

Private Markets

Varying Results

Record low distributions in private equity;
secondaries remains hot sector

Hiring and carry dynamics shift as
fundraising headwinds persist

Diversified platforms withstand industry
challenges better than single-strategy

Evergreen / retail focused funds
proliferate despite redemptions in credit

Hedge Funds
5% to 15% (Wide Variations)

Investment / Commercial Banking

10% to 15%+

= Record earnings driven by equity trading,
underwriting and advisory

= Headcount trimming as firms benefit from
Al efficiencies

= Focus on retaining top talent within
revenue producing groups

= Firms actively revisiting career
progression as workforce structure shifts

Insurance
Flat to 5%

= Retail a primary growth lever for new
product launches

» Wealth management incentives climb
with hot client advisory talent market

= |nstitutionalization reshapes talent and
competition for family offices

= Family office carry structures in focus as
firms recruit private markets talent

Highest quarterly inflows in two decades;
macro funds continue to outperform

Hiring continues as funds build out new
products / geographies

Al / machine learning talent in demand;
recruiting pressure from Al companies

Prop trading firms benefit from volatility
and growing market share

= Captive AM remains primary growth
engine with wealth product in focus

= P&C loses momentum while L&A
maintains favorable rate environment

= Al driving cost-savings initiatives

= Higher demand for actuarial and risk

JOHNSON ASSOCIATES, INC.



Projected Q2 2026 Incentive Funding

Sector % Change from 2025

Private Markets": Varying Results

Secondaries 5% to 10%

Infrastructure 5% to 10%

Private Equity (Large) 2.5% to 7.5%

Real Estate Flat
Private Equity (Mid / Small) Flat
Venture Capital Flat

Private Credit Flat to -10%

Investment & Commercial Banking: Strong Results

Equity Sales & Trading 20% to 30%+

Equity Underwriting 20% to 30%+

Firm Management 15% to 20%+

Advisory 15% to 20%

Corporate Staff 5% to 15%

Fixed Income Sales & Trading 7.5% t0 12.5%

Debt Underwriting 5% to 10%

Retail / Commercial 2.5% to 7.5%

Sector % Change from 2025

Asset Management: 7% to 11%

Equities 8% to 13%

Wealth Management 5% to 10%
Family Office Up 5%

Fixed Income Up 5%

Insurance: Flat to 5%

Property & Casualty Flat to 5%
Life & Annuities Flat to 3.5%
Proprietary Trading T Outperforming
Commodities T Outperforming
Macro T Outperforming
Quantitative T Outperforming
Corporate Staff - Market Performing
Multi-Strategy - Market Performing
Credit - Market Performing
Event-Driven N Under/Market Performing

Incentive funding changes reflect felt impact same store / same headcount
1. Applies to total incentive, excludes carried interest

2. “Performing” designations for hedge funds due to wide variations in fund outcomes
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Projected % Change in Year-End Incentive Pool by Firm*

=  Firm-by-firm incentive pools trending higher across asset management / investment and commercial banking
- Incentive funding changes reflect felt impact same store / same headcount

Projected % Change in Incentive Pool by Firm

Traditional Asset Management

7.5%
5%

2.5%

0% H

15%
12.5%

10%

Major Investment & Commercial Banks

20%

17.5%
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*6 months actual data with projection for remainder of year
US & international firms included for both asset management and banks
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The Barbell Effect

As performance gaps widen across firms, platform size becomes an increasingly important driver of outcomes

Niche & Specialized The “Squeezed” Middle Scaled Platforms
= Specialized products and lean » Mid-sized firms face greatest = Benefits from diversified revenue
infrastructure protect margins competitive pressure streams and product capabilities
= Legacy relationships and » Lack benefits of being specialized = Al driving higher cost efficiencies
reputation substitute for scale or economies of scale
» Distribution power eases new
= High-touch coverage sustains » Higher cost structures suppress product / geography expansion
loyalty with small footprint margins
Key Takeaway

Size is increasingly driving divergence in firm results. Compensation strategies must evolve to reflect changing business
models, critical skillsets, and differentiated performance.
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Cumulative Incentive Trends by Business Segment

= Incentive changes indexed to 2022 levels (i.e., cumulative percentage change since 2022)
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YTD Stock Performance Across Sectors

= Banks and asset managers outperform while private markets hurt by low distributions and credit stress
- Geopolitical turmoil and rising inflation readings reinforce rate hike outlook
- Trading and underwriting strength primary earnings driver for banks
- Stalled exits and return expectations weigh down private markets sentiment

Regional Banks
15%
Asset Mgrs.
1%
Major Banks
S&P 500
9%
Insurance
6%

Alternatives
-26%

Jan-26 Feb-26 Mar-26 Apr-26 May-26 Jun-26 Jul-26 Aug-26
S&P 500 =——Major Banks =——Private Markets Asset Managers =——Regional Banks (KRE) =—Insurance
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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 @ 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 |PO/
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:
info@jaiconsulting.com

+1 (212) 221-7400
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