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Among S&P/TSX Composite companies, median total direct
compensation (TDC) has increased steadily over the past five
years, reflecting annual growth in CEO pay of 8% and NEO pay of
7%

U.S. executive TDC has increased similarly at 8% annual growth
for CEOs and 6% annual growth for NEOs

TDC correlates with company revenue in both markets, similarly
in both Canada and the U.S. on an at-par basis

U.S. executive TDC levels remain higher than those in Canada,
with a premium of 15% before accounting for company size and
currency

Accounting for currency, the TDC premium widens to 21%

Salary growth has been outpaced by growth in variable
compensation in both Canada and the U.S., particularly long-
term incentives (LTI)

In Canada, the median CEO salary increased by 1% annually
while short-term incentives (STI) and LTl increased by 7% and
12%, respectively. U.S. figures are 5%, 8%, and 10% for salary,
STI, and LTI, respectively

Pay mix has continued to shift towards variable, performance-
based compensation in both Canada and the U.S.

This shiftis particularly pronounced among Canadian CEQOs,
suggesting convergence toward U.S. market practice

The prevalence and average weight of stock options within the
LTI mix have continued to decline in both Canada and the U.S.
For CEQOs, option average weight of 32% in 2020 v. 21% in 2025
in Canada and 24% in 2020 v. 15% in 2025 in the U.S.
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INTRODUCTION

Southlea’s latest research report summarizes executive compensation trends among the
companies within the S&P/TSX Composite Index. Data reflect 206 companies that disclosed
compensation for their Named Executive Officers (NEOs) and are reported in Canadian dollars
($CAD). Data are also included for the Russell 3000 Index, in U.S. dollars ($USD). The data were
collected by ESGAUGE, a data analytics firm. While at the top of the market, U.S. companies are
larger than those in Canada, the broader construction of the Russell 3000 introduces a large
population of smaller companies.

Chart 1: Samples by Market Capitalization (MC)
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Methodology

Data in this report reflect compensation disclosed in 2021 to 2026 proxy circulars representing
2020 to 2025 compensation levels, respectively.

Total direct compensation (TDC) is defined as base salary plus actual short-term incentives (STI)
plus actual long-term incentives (LTI) and excludes pension, benefits, and all other compensation.
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TOTAL DIRECT COMPENSATION

Median TDC in the S&P/TSX Composite has increased steadily over the past five years, reflecting a
compound annual growth rate (CAGR) of 8% for CEOs and 7% for NEOs. The trend in total direct
compensation in the U.S. has been similar at 8% for CEOs and 6% for NEQOs, except for a sharp
increase in 2022 and subsequent correction in 2023, likely owing to a post-pandemic rebound in
business performance and labour market pressures.

There also exists a premium in U.S. executive pay levels over Canadian of approximately 15%. This
widens when considering differences in company size (refer to Chart 1) and currency of pay
information — applying the Bank of Canada’s 2025 average annual exchange rate of $1 USD =
$1.3978 CAD increases the pay premium to 21%. For additional considerations related to currency
of executive pay, refer to Southlea’s article: Tackling Currency Challenges in Canadian Executive

Compensation.

Chart 2: Median Total Direct Compensation
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As illustrated by Chart 3 below, there exists a strong relationship between company size and
executive compensation - 2025 median total direct compensation rises steadily as company
revenue increases for CEOs and NEOs in both Canada and the U.S. On an at par basis (i.e., $1 USD
= $1 CAD), pay levels in the two markets are similar within each revenue band, suggesting that the
overall pay premium observed in the U.S. reflects differences in the distributions of the two
samples.

Chart 3: 2025 Median Total Direct Compensation by Revenue
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DRIVERS OF INCREASES TO TOTAL DIRECT COMPENSATION

Decomposing the increases in total direct compensation by pay element, incentive compensation
(particularly LTI) emerges as the primary driver of growth. U.S. CEO salaries have risen 5% on
average over the past five years, while short-term and long-term incentives have increased by 8%
and 10%, respectively. The divergence is increasingly pronounced in Canada, where salaries were
effectively flat at 1% growth on average while STl and LTl increased by 7% and 12%, respectively.
Note, however, that this figure reflects the change in median salary in the sample instead of the
median salary increase reported by individual companies - between 2024 and 2025, 84% of TSX
Composite companies reported an increase to CEO salary, with an average increase of 8.9%.

Table 1: CEO Total Direct Compensation by Pay Element

50th Percentile 5-yrA

2020 2021 2022 2023 2024 2025
(CAGR)
TSX Composite
Salary $1,010 $1,054 $1,014 $1,039 $1,159 $1,054 1%
STI $995 $1,299 $1,144 $1,146 $1,302 $1,390 7%
LTI $1,836 $2,091 $2,513 $2,692 $2,825 $3,254 12%
Russell 3000
Salary $1,115 $1,114 $1,252 $1,274 $1,344 $1,407 5%
STl $832 $977 $1,405 $1,095 $1,102 $1,205 8%
LTI $2,376 $2,716 $3,785 $3,346 $3,447 $3,857 10%
Chart 4: Cumulative % Change in CEO Compensation by Pay Element
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PAY MIX EVOLUTION

Consistent with the faster growth in incentive compensation relative to salary discussed above,
Chart 5 demonstrates a shift in pay mix in both Canada and the U.S. towards variable,
performance-based compensation. This reflects investor and governance stakeholder
perspectives that executive compensation outcomes should be closely aligned with company
performance and the shareholder experience.

This shift is particularly pronounced among Canadian CEOs, indicating a convergence towards
U.S. market practice, where incentive compensation has historically comprised a larger share of
total pay.

Chart 5: Compensation Elements as a Proportion of Pay Mix
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As depicted in Chart 6, the weight on stock options as an LTI vehicle has continued to decline in
both Canada and the U.S. — for CEOs, option average weight of 32% in 2020 v. 21% in 2025 in
Canada and 24% in 2020 v. 15% in 2025 in the U.S. This shift is consistent with institutional
shareholder and governance stakeholder preferences towards full-value, performance-based
awards. However, though stock options do not include explicit performance metrics, they can still
serve as a performance-oriented vehicle given their longer time horizon, higher risk and leverage,
and direct alignment to the shareholder experience.
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Chart 6: LTI Vehicle Weights
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Further to the decreasing average weight on stock options within the LTI mix, the prevalence of
option grants has also declined. This may be the primary driver of the overall decrease in option
weight, as companies that continue to grant stock options typically maintain a consistent weight
within the LTI mix.

Chart 7: Option Prevalence
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By choosing Southlea, you will be working with
some of the most experienced compensation and
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governance consultants in North America

We are a Certified

Women’s Business
Enterprise differently. We are more than data providers. We

combine the latest global market insights with a deep

We created Southlea to do compensation consulting

understanding of your business to provide you with a
: tailored and independent perspective. We navigate
rf:\\\ competing stakeholder priorities to help you tackle
Rainbow the most complex compensation challenges and
Registered support sustained performance.

Rainbow Registered as a
LGBT+ friendly business
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