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PULSE ON PAY

LONG-TERM TRENDS IN S&P 500 EXECUTIVE COMPENSATION 12 Years of CEO Pay

OVERVIEW

Actual pay outcomes depend on incentive plan goal rigor, payout leverage, and stock price performance.
Companies with lower target pay may still deliver competitive compensation if payouts consistently exceed
target and stock price performance is strong. Conversely, higher target opportunities do not guarantee
higher realized pay. We previously examined how realized equity outcomes influence actual compensation;

this paper extends that analysis by evaluating real-world short-term incentive outcomes over the past
decade.

Short-term incentive goal-setting reflects the operating environment at the time performance targets are
established; however, exogenous economic factors throughout the year can influence payout outcomes.
This article examines pay outcomes across recent economic cycles, illustrating how shifts in goal
calibration ultimately shape payout levels and total cash compensation earned.

Key Findings Include:

* Actual bonus payouts to CEOs increased 3% annually, in line with target bonus increases over time.

* Bonus payouts generally tracked with real GDP growth, especially during the COVID period
(2020-2021). The payouts reflected both the broader macroeconomic state (e.g., growth, compression)
and how goals were calibrated in response

 During typical cycles, average payouts were usually in the 110% to 120% range, reflecting steady
economic growth and consistent goal attainment

* During COVID (2020): Payouts shifted closer to 100% of target as companies faced operational
uncertainty and economic contraction

* COVID Aftermath (2021): Payouts were heavily concentrated in the above 175% range in 2021,
driven by companies down goaling in 2020 and significant economic rebound

* Macroeconomic trends and company-level revenue growth are highly correlated with bonus
payouts. It is one of the most commonly used annual incentive metrics and is more comparable across
the S&P 500 than other financial and operational measures, which often require greater contextual
interpretation

When analyzed across the full S&P 500, actual bonus payout data helps answer the questions: How do
CEO bonus outcomes compare to target, what are the competitiveness implications, and what do
payout patterns signal about goal-setting rigor?
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CEO ACTUAL BONUS PAID HAS INCREASED MODESTLY

* Median actual bonus paid increased at a 3.2% annual rate from 2012 — 2024, reflecting a similar
annual increase rate (2.9%) in target bonus opportunities

* During the COVID period, payout patterns diverged from prior trends. Following weaker
performance in 2020, many companies recalibrated performance targets downward (“down-goaling”),
contributing to a sharp spike in bonus payouts in 2021 as economic conditions rebounded

* From 2022-2024, payouts have normalized and stabilized, returning to the steadier patterns
observed in the pre-COVID period (2012—2018)

CEO ACTUAL BONUS PAID INCREASED AT AN ANNUALIZED RATE OF 3% SINCE 2012
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Note: Incumbent count reflects CEOs who have a target bonus and excludes bonuses paid in equity
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ANNUAL BONUS PAYOUT VS. MACROECONOMIC TRENDS

* Bonus payout volatility closely tracks the macroeconomic cycle, as reflected in real GDP and S&P
5oo revenue growth. Given that most annual incentive programs emphasize top-line and financial
metrics, payouts tend to move in line with operating performance rather than market-based metrics.

* Over the past 12 years, average and median bonus payouts have typically stabilized in the 110%-
120% range

* Payout levels tend to compress toward target in downturns (2020) and expand toward maximum
in periods of strong growth (2021), reflecting the sensitivity of bonus programs to operating
performance. Although outside the scope of this dataset, we have observed similar payout patterns
during prior disruptive cycles, including the dot-com downturn and the 2008-2009 financial crisis

* Following periods of disruption, companies typically require time to recalibrate annual performance
targets; however, payout levels tend to normalize relatively quickly (2022)

YEAR-BY-YEAR PAYOUT LEVELS IN THE CONTEXT OF THE MACROECONOMIC ENVIRONMENT

2012 118% 110% 6% 4% 2.3%
2013 114% 113% 5% 4% 21%
2014 117% 115% 6% 5% 2.5%
2015 110% 107% 0% 1% 2.9%
2016 110% 111% 5% 3% 1.8%
2017 126% 119% 10% 6% 2.5%
2018 125% 125% 1% 7% 3.0%
2019 111% 111% 6% 4% 2.6%
2020 106% 100% -1% 0% -2.1%
2021 149% 148% 26% 14% 6.2%
2022 118% 116% 17% 1% 2.5%
2023 117% 115% 4% 5% 2.9%
2024 119% 113% 5% 4% 2.8%

' U.S. Bureau of Economic Analysis, "Table 1.1.1. Percent Change From Preceding Period in Real Gross Domestic Product"
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ACTUAL CEO BONUS PAID VS. EXPECTED FREQUENCY

* As a general rule, companies design short-term incentive plans so that bonuses pay at or above

target approximately 70% of the time and above threshold roughly 9o0% of the time. This
distribution is intended to balance performance rigor with reasonable attainability.

In practice, payout outcomes exhibit an upward skew, reflecting goal-setting approaches that buffer
downside risk and calibrate maximum payouts as achievable one-year stretch goals (i.e., reasonable
probability of attainment).

During typical cycles, our outcomes indicate directional alignment with the anticipated payout
levels; for example, 78% of payouts in 2012 and 76% in 2024 were at or above target.

Data in 2021 significantly skews toward payouts above 175%, more than anticipated by a normal
distribution. Outcomes are driven by conservative post-Covid targets and resulting outperformance.
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TYPICAL DISTRIBUTION OF OUTCOMES
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CEO ACTUAL BONUS PAID HAS INCREASED MODESTLY

METHODOLOGY AND ASSUMPTIONS
This research considers the following assumptions and methodology.

— Disclosed Summary Compensation Table (“SCT”) and Grants of Plan Based
(“GOPBA”) non-equity incentive plan compensation (“NEIP”) figures. Note that we
specifically use NEIP figures in SCT categorized as short-term by Main Data Group

— The S&P 500 experiences changes throughout the year; therefore, each constituent list
is curated as of 12/31 for each given year (e.g., 2012 fiscal year includes companies in
the S&Ps00 as of 12/31/2012)

— Excludes partial-year CEO terminations and interim roles

— Excludes companies without a disclosed target payout under the non-equity incentive
plan award (i.e., companies with a total rewards program or bonuses paid in equity)

— All compensation data is provided by Main Data Group and reflects pay disclosed
through May 2025

— U.S. GDP data is provided by Bureau of Economic Analysis
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