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The latest iteration of the Southlea Asset Management Compensation Survey (effective April 1, 2023) was
just released and covers target, actual, and theoretical maximum compensation data for over 11,000
incumbents and 500 unique roles within 29 leading Canadian pension funds, captive asset managers, and
independent alternative investment firms.

Overall, in comparing data to the initial run, effective July 1, 2022, we observed relatively modest increases
in target total direct compensation (TTDC) (around 3% at median for the same participants year over year),
with relatively little consistent differentiation based on employee level or function. Median salaries
increased ~4% over the same period.

For some benchmark roles, such an investment risk and sustainable investing, we noticed significant
differentiation in the range and structure of pay by organization. In these instances, aggregate statistics
won’t tell the whole story, so we dug deeper into the data to glean specific insight into pay for these rapidly
evolving roles.

SPECTRUM OF PAY FOR HYBRID ROLES

Canadian asset managers are some of the most complex in the world, and investment strategies have
evolved over time to include a greater focus on alternative investments and a comprehensive understanding
of portfolios through an environmental, social and governance (ESG) lens. Considering this evolution, some
roles supporting the investment decision-making process, such as investment risk and sustainable /
responsible investment, have increased in complexity and strategic importance.

Hybrid roles also don’t often fit neatly into traditional “corporate” or “investment” categorizations (and pay
practices) and the competition for talent is fierce, prompting organizations to search for detailed and
specific market data and insights. Pay programs for hybrid roles can vary widely across organizations
depending on their alignment with and importance to the investment strategy.

Lower Pay Level Higher
Compliance Strategic
Function Differentiator
Some funds pay hybrid roles on Some funds ha\{e a hybrid (or m|d-dl‘e office) Some funds pay these hybrid
the corporate structure (i.e., not structure on which they pay specialized roles on the investment structure,
differentiated from enterprise roles between corporate and investment where their primary role is
rigk, finance,‘ IT, etc.) yvhere the levels. In many cases, the structures are perceived as very strategic and
?rlmar)(/jrole is compliance designed to include other teams (e.g., total integrated within the investment
ocused. portfolio management, deal-team lawyers) . process.
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COMPENSATION STRUCTURES

Among large (>$50B in AUM) participants surveyed, roles are organized as follows across compensation
structures:

Corporate Hybrid Investment
Investment Risk 55% 25% 20%
Sustainabl
us a|na. € 20% 20% 60%
Investing

Among those with a hybrid structure, there are a few different approaches, including:

= Salary and target annual bonus opportunities aligned with investors, with lower LTIP allocations.

= Targetincentive opportunities aligned with corporate employees, with a higher salary range than other
corporate employees.

= Differentiated salary range and target incentive opportunities (between investment and corporate)

The alignment of these roles largely depends on the strategy of the organization and the degree to which the
integrated risk or sustainable investing teams are aligned with the investment team.

PAY DIFFERENTIALS

Investment risk employees tend to receive around 85% of the salary paid to investors, at median; however,
there are significant differences in the incentive opportunity, resulting in total compensation for investment
risk employees of about 60% of the typical investor (ranging from ~35% to 75%, depending on each
organization’s philosophy). This gap is more pronounced at the senior levels and decreases (i.e., to around
~85% of the average investor) at the two most junior professional levels. From a pay mix perspective, we
tend to see more weight on salary and lower incentives as compared to investors.

Sustainable investment professionals fare slightly better from a pay perspective, receiving approximately
95% of the salary an average investor earns, and total compensation around 80% (ranging from ~65% to
100%). For these roles, the pay differential tends to be generally consistent across levels, at median.

Pay for these roles tends to stem from the talent pool from which candidates are most often sourced. For
example, sustainable investing is a relatively new area of focus and many of these roles are filled by former
active investors. While candidates may be willing to take a slight discount to active investor pay levels to do
this important and impactful job, there is likely a limit on that discount (e.g., ~20%). Conversely, investment
risk skillsets are commonly found in and developed from risk oversight and compliance roles (paid as a
corporate role), then tailored to be more strategic and investment-aligned with the evolution of the risk
function in their organization (typically paid between traditional corporate and investor roles).

LOOKING AHEAD

Organizations are beginning to investigate whether there are other hybrid roles that require similar
differentiation (e.g., data science, deal team legal and tax advisors, total portfolio management, etc.) to
ensure pay levels and mix align with market expectations for the skills and experiences required.
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As the landscape continues to evolve, we will monitor and report on how compensation structures and
trends for hybrid roles are enhanced to align with the changing dynamics of the industry.

ABOUT THE SOUTHLEA ASSET MANAGEMENT COMPENSATION SURVEY

The Southlea Asset Management survey offers the most comprehensive and relevant Canadian asset
management compensation data in the market, reporting:

=  Twice per year (data effective April and October of each year)

=  Salary, annual and deferred / long-term incentives, and total compensation at target (1x), most recent
actual, and theoretical maximum performance levels.

=  Datafor 50 disciplines across corporate and investment at 10 job levels, from entry to the CEO

=  Published data cuts for (1) all participants, (2) firms with more than $50B in assets under management
(AUM) and (3) firms with <$50B, and the ability to obtain data for custom peer groups.

ABOUT SOUTHLEA

Southlea Group is a national independent compensation advisory firm that provides global perspectives as
a GECN Group company. We are headquartered in Toronto with an office in Montreal serving clients across
Canada, representing allindustries and organization structures. Our team of advisors is multi-disciplined
with diverse backgrounds and experiences. We are proud to be a certified Women’s Business Enterprise by
WBE Canada and to be Rainbow Registered as an LGBT+ friendly organization.

CONTACT US
Amanda Voegeli Ryan Resch
416-901-4858 416-456-0179
amanda@southlea.com ryan@southlea.com
Alex Pattillo Tara Armstrong
647-278-2948 416-575-3261
alex@southlea.com tara@southlea.com
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