SALARY
FORECASTS 2018



PRESIDENT’S MESSAGE

For the province of Québec to prosper as a whole, businesses must be able to
access a skilled labour force that is available and cost-competitive. This is why
the CPQ annually publishes a special Report on Salary Forecasts for the coming
year, in collaboration with some of the most highly regarded human resources
consulting firms in the province.

In addition to establishing the main salary trends in the private sector, the
document also includes an analysis of the outlooks and salary trends in the
non-profit area.

This overview will help you in setting your own remuneration strategy. With the
information contained in the following pages, you can:

* Compare the wage increases you are projecting for your business to those
being planned in your own industry sector;

* Evaluate the salary increases and wage-scale adjustments of your various
employment categories;

* Learnabout the variations in salary growth among the various provinces;
* Assess the trends in terms of managerial staffing.

We wish to sincerely thank our partners and extend our congratulations for the
thorough job they do in making this collection of data a document which is such
a valued point of reference for human resources professionals and managers
throughout the province of Québec.

Happy reading!

\
vea .
- Yves-Thomas Dorval
President-CEO

THE CPQ WOULD LIKE TO THANK THE PARTICIPATING FIRMS FOR THEIR CONTRIBUTIONS
IN PREPARING THE 2018 SALARY FORECASTS:
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The results shown are based on a national survey of 725 Canadian public and private sector employers conducted by Korn Ferry Hay
¢ Group in June and July 20177. Survey participants include many of Canada’s leading employers. Projections include those organizations :

i reporting 0% increase.

EXECUTIVE SUMMARY:

Canadians can expect to see average base salary increases of
2.5% in 2018. For all organizations, actual base salary changes '
realized in 2017 was 2.4%, slightly higher than the 2.2% that was
forecasted. U.S. salary projections remain the same as for 2017 :
(3.0%). According to the survey, only 45% of Canadian employers

. are confirming that they will provide their employees with base

salary increases in 2018, which is considerably less than the 65%
of employers at the same time last year and the 70% in 2016. This
suggests a trend to “wait and see”, with decisions being taken later
in the year as there is no indication of an increase in organizations
committing to a salary freeze.

Economic growth in Canada for 2018 is expected to be around
- 1.3% that was forecasted a year ago.
last two years. Workers in the oil and gas sector have traditionally
received the highest salary increases in Canada, however, with
the economic impact of collapsing oil prices, as well as a series of
natural disasters hitting the Fort McMurray area, these workers
are now projected to receive the lowest increases in the country at

2.8%, which is more optimistic than what was observed during the

1.9% for Alberta as a whole, but this represents an increase from

Vv

Relatively few organizations are reporting salary freezes;

the average base salary increase excluding those with
freezesis 2.6%.

2018 projection | 2017 projection | 2016 projection | 2015 projection | 2014 projection | 2013 projection

Province

BC 2.5% 2.3% 2.3% 2.6% 2.3% 2.7%
Alberta 1.9 % 1.3% 2.5% 3.1% 3.2% 3.6%
Saskatchewan 2.8 % 2.2% 2.7% 2.9% 3.4% 3.2%
Manitoba 2.7 % 2.4% 2.5% 2.3% 2.6% 2.7%
Ontario 2.4 % 2.3% 2.5% 2.5% 2.5% 2.7%
Quebec 2.8% 2.5% 2.5% 2.6% 2.6% 2.7%
Maritimes 2.6 % 1.9% 1.9% 2.1% 2.1% 2.6%
Newfoundland 2.9% 1.4% 2.3% 2.6% 4.0% 3.4%
Montreal 2.8% 2.5% 2.4% 2.6% 2.6% 2.7%

OTHER CONCLUSIONS

» Looking at major Canadian cities, workers in Edmonton (3.0%), Montreal and Saskatoon (2.8%) and Vancouver (2.6%) will receive
base salary increases above the national average while those in Ottawa (1.8%) and the Halifax region (2.1%) will receive the lowest.

By sector, Credit Unions (3.0%); Education (3.0%) and Services (2.9%) will receive the highest increases in Canada while Health Care
(1.6%) and Leisure/Hospitality (1.7%) are forecast to be well below the national average of 2.5%.

By job level, most positions will be at the national average of 2.5% next year. Only unionized clerical/operations positions will see
increases that are lower (2.2%).

Projections for countries suchas U.S. (3.0%), U.K (2.0%), Australia (2.5%), and Canada (2.5%) continue to lag behind those for India

(9.0%), Brazil (8.3%) and China (6.0%).

ABOUT KORN FERRY : Korn Ferry is the preeminent global people and organizational
advisory firm. We help leaders, organizations, and societies succeed by releasing the full power :
and potential of people. Our nearly 7,000 colleagues deliver services through our Executive :
Search, Hay Group and Futurestep divisions. Visit kornferry.com for more information. Our
insight is supported by rigorous client data. Our clients are from the private, public and not-
for-profit sectors, across every major industry. Korn Ferry Hay Group’s Global PayNet database
contains data for more than 20 million job holders in 24,000 organizations across more than

110 countries.

: FOR MORE INFORMATION:

: Tel:438.843.8434
claudio.gardonio@kornferry.com
Lorraine Clément, Associate Principal
- Tel.: 438.402.5035
lorraine.clement@kornferry.com

" kornferry.com

Claudio Gardonio, Associate Client Partner
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According to Mercer’s 2017/2018 Compensation Planning Survey for non-union employees in Canada, salary increase projections
i remain consistent with actual 2017 increases of 2.5%. The data was collected in May and June of 2017 from over 660 Canadian :

i organizations.

For 2018, Canadian companies are budgeting average salary
increases of 2.5%, excluding salary freezes. The inclusion of
salary freezes reduces this forecast to 2.4%. According to 69%
of respondents, retention concerns was the factor that most

influenced their compensation planning decisions.

Salary projections remain consistent with 2016 and 2017 actual

increases, with salary freezes projected to be less prevalent.

—— Excluding Freezes |
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FORECAST CONSISTENT ACROSS CANADA

United States.
SALARY STRUCTURE ADJUSTMENTS
2.1% and are projected to be 2.0% in 2018.

FEWER SALARY FREEZES

Participants reported fewer salary freezes in 2017 compared with
2016. A further decline in salary freezes is projected for 2018, as

illustrated below:
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ABOUTMERCER: Mercerisaglobal consulting leader in health, wealth and careers. Mercer helps :
clients around the world advance the health, wealth and performance of their most vital asset —
their people. Mercer’s more than 20,000 employees are based in more than 43 countries and the
firm operates in over 140 countries. Mercer is a wholly owned subsidiary of Marsh & McLennan
Companies (NYSE: MMC), a global professional services firm offering clients advice and solutions
in the areas of risk, strateqy and people. With annual revenue of $13 billion and 60,000 employees
worldwide, Marsh & McLennan Companies is also the parent company of Marsh, a leader in
insurance broking and risk management; Guy Carpenter, a leader in providing risk and reinsurance
intermediary services; and Oliver Wyman, a leader in management consulting. :

: VARIATIONS ACROSS INDUSTRIES
Excluding the impact of salary freezes, projected salary increases
for 2018 are 2.5% across all provinces, while they are 2.9% in the
. increase forecasts of 3.0%. The High Tech and Life Sciences
i sectors are a close second with projections of 2.8%. Although the
© Energy sector saw the lowest salary increases in 2017 (i.e. 2.2%
Overall average actual salary structure adjustments in 2017 were
: this sector are aligned with the national average of 2.5%.

While projections for most sectors are consistent, the Mining
& Metals sector exceeds the overall average with 2018 salary

excluding, and 1.8% including salary freezes), 2018 forecasts for

¥

CONCLUSION:

With retention concerns being the most prevalent factor
influencing compensation planning decisions, and with salary
increase budgets being at their lowest in more than 20 years,

itis critical for organizations to have a solid understanding of
their competitive landscape in conjunction with a well-
defined employee value proposition in order to develop an
appropriate strategy to attract and retain key talent.

FOR MORE INFORMATION:
Luc Lapalme, MBA

Senior Associate

Tel.: 514.841.2742
luc.lapalme@mercer.com

Montreal (Qc) H3A 3T5
Twitter : @MercerCanada
mercer.ca

11981 McGill College Avenue, Suite 800
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The seventh edition of our Salary Increase Survey was conducted in June and July 20177. A total of 294 organizations, of which 127 have
i nationwide operations, representating more than 602,000 employees completed the survey. :

HIGHLIGHTS: Forecasts for average salary increases in Quebec :
: the Canadian average. Alberta, Newfoundland and Labrador

have declined compared to last year’s forecasts. With a projected

average increase of 2.4% for 2018, Quebec’s forecasts have
¢ increases of 2.2% on average. In spite of having larger increases
© than the Canadian average, Quebec granted lower-than-projected
: increases, estimated at 2.8% at the same period last year, and
: also lower than the increases granted in 2016, which amounted
| 102.8%.

dropped 0.4% compared to the sixth edition of our survey.
However, forecasts are in line with the Canadian average, which
also stands at 2.4%.

As for increases granted in 2017, Quebec was among the most

AVERAGE BY PROVINCE (EXCLUDING FREEZES)

Total salary increase budget

generous provinces with increases of 2.5%, 0.1% higher than

and Prince Edward Island fell at the bottom of the ranking with

Salary structure increase

PROVINCE N

| Granted in 2017 | Projected for2018 | N

| Granted in 2017 | Projected 2018

Quebec 258 2.5% 2.4 % 199 21% 2.0%
British Columbia 54 2.3 % 2.5% 40 1.8 % 1.8 %
Alberta 55 2.2 % 2.4 % 41 1.7 % 1.7 %
Saskatchewan 28 23 % 2.5% 22 1.6 % 1.8 %
Manitoba 35 2.6 % 2.6 % 28 1.8 % 1.8 %
Ontario 100 2.4 % 2.4 % 76 1.8 % 1.8 %
Newfoundland and Labrador 23 2.2% 2.4 % 15 1.6 % 1.8 %
New Brunswick 29 2.4 % 2.4 % 21 1.8 % 1.8 %
Nova Scotia 36 2.4 % 2.6 % 28 1.8 % 1.8 %
Prince Edward Island 12 2.2% 2.3% 10 1.5 % 1.6 %
CANADIAN AVERAGE 2.4 % 2.4 % 1.7 % 1.7 %

As for salary structures, Quebec is on top with average increases :
i The decline in granted and projected salary increases leads us to

granted in 2017 of 2.1% and of 2.0% projected for 2018. Structure

increases granted in 2017 are higher than last year’s forecasts of :

PLAYING IT SAFE FOR 2018

believe that a wave of caution is present for Quebec organizations.

1.8% and also higher than the Canadian average of 1.7%. i As the Figure demonstrates, average granted and projected
© increases are at their lowest in five years.

The small gap between salary increases and structure increases

, 3.0
lead us to believe that organizations are dedicating a large part : 29 - — — — —a
of their budgets to align their salary structures to their reference ! 28 o St -
market rather than distribute it based on individual performance. : (4 27 - d \

. . . P 2.6 \

Consequently, we find that Quebec organizations only retain : 25
approximately 0.4% of their salary increase budget to recognize : 24 \.
the performance of their employees. 23

: 2012 2013 2014 2015 2016 2017 2018

== @= GCranted Projected

ABOUTNORMANDIN BEAUDRY: Foundedin 1992 by André Normandinand René : FOR MORE INFORMATION:

Beaudry, the company now employs more than 200 employees andis fully owned by ts : Philip Longpré, Senior Consultant, Compensation
experts. It provides advisory services in six fields of expertise: health & performance, : el 514.285.1122, extention 240

compensation, group benefits, pension & savings, asset management consulting and &longpl))ret@'nor?apdilz-beaul;iry 'tcac i
communication. Thanks to rémun, Normandin Beaudry'’s total compensation survey TeTa51: 2‘22'1 1;2'0(:)( t:r?tsiznaenz 4 ompensation
for Quebec, the firm’s experts have an acute knowledge of the market that allows apotvin@normandin-beaudry.ca

them to assist organizations of all sizes in designing attractive and competitive total : o ormandin-beaudry.ca
compensation packages promoting a positive employee experience and improving
the organization’s brand image.
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. Canadian employees hoping for larger pay raises next year will have to wait a little longer. A new survey by Willis Towers Watson, a
. leading global advisory, broking and solutions company, reveals Canadian employers expect to hold the line on pay raises in 2018. The
i survey of 312 companies also found employers continue to reward their best performers with significantly larger raises to retain these
: employees and strengthen their commitment to paying for performance. Employers are rethinking how to administer limited salary
© budgets. So while organizations may be forecasting an increases, the landscape of how and when they are giving increases varies

: considerably.

HIGHLIGHTS

The Canadian report on salary management indicates that the :
increase in salary budgets in 2017 was generally aligned with the |
anticipated increase and that the actual salary structure increase !
was lower than expected. The national results of salary budget :

Salary Budget Increase
Average Increase (%)

increases by employee group, including zero budgets, are shown
in the table below, it has to be noted that the projections for 2018
are generally in line with actual increases in 2017.

Salary Structure Adjustment
Average Increase (%)

EMPLOYEE GROUPS
2017 2017 2018 2017 2017 2018
(Projected) (Actual) (Projected) (Projected) (Actual) (Projected)

Executives 23 % 24 % 23 % 1.4 % 13% 1.5%
Supervisors/Management 25% 2.6 % 2.6 % 15% 1.4 % 1.4 %
Professionals 2.6 % 2.6 % 2.6 % 1.6 % 1.4 % 1.4 %
Technical & Business Support 2.6 % 2.6 % 2.6 % 1.6 % 1.4 % 1.4 %
Production/Operations 23% 23% 24 % 15% 1.4 % 1.4 %

This year, we found that approximately 94% of respondents are :
projecting base salary increases for some or all employee groups

in 2018, slightly up from 90% granting increases in 2017.

higher base salary increase next year than what was granted

ABOUT WILLIS TOWERS WATSON: Willis Towers Watson (NASDAQ: WLTW) is a
leading global advisory, broking and solutions company that helps clients around the
world turn risk into a path for growth. With roots dating to 1828, Willis Towers Watson :
has 40,000 employees in more than 140 countries. We design and deliver solutions :
that manage risk, optimize benefits, cultivate talent, and expand the power of capital :
to protect and strengthen institutions and individuals. Our unique perspective allows :
us to see the critical intersections between talent, assets and ideas — the dynamic :
formula that drives business performance. Together, we unlock potential. Learn more :

at willistowerswatson.com.

Employers are also planning 2.8% average salary increases for
executives.

For province of Quebec, the projected salary budget increase are
If we considered only the organization who will provide an increase

in 2018, the non-executive employee groups can expect a slightly
: for 2018 are comparable or slightly higher to 2017, 2016 and 2015.

or budgeted this year with 2.8% increases (vs. 2.7% in 2017). :

similar to the Canadian projections
In regard to the annual bonus plan, the budgeted payment levels

FOR MORE INFORMATION:

Lucille Raikes

i Tel.:514.982.2202

¢ lucille.raikes@willistowerswatson.com

. Joanie Coutu-Bellerose

: Tel.:514.982.3041

¢ joanie.coutu-bellerose@willistowerswatson.com
© 1800, McGill College Avenue, 22¢ floor

¢ Montreal, (Qc) H3A 3J6
 willistowerswatson.com
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The information below is taken from the “Rapport de ['Enquéte sur les augmentations salariales 2018” and from “L’Etudesur les pratiques,
i larémunération et les avantages sociaux des OSBL du Québec 2017” of the Centre québécois de services aux associations* (CQSA) to

i be published in October of this year.

HIGHLIGHTS: 2.3% is a number that you will see a lot in this :
article. According to the CQSA surveys of Quebec’s Not-For- :
Profits managers, the salary increases projected for 2018 are
similar in size to the ones granted for the current year. Our

annual study shows that organizations estimate a growth of : bonuses) for managers is projected at 2.3% for 2018. These results

2.3% of their total salary budget for the 2018 fiscal year. :

On average, the total salary budget percentage increase is ; 2018. (Table 2)

identical to increases granted by NFP organizations in 2017 : \ye 5[50 notice that the size of an organization (i.e. the number

(2.3%) and is in line with last year's CQSA’ projections. On | ¢ employees) did not proportionally impact, as we did expect,

the other hand, the 2018 salary structure increases for non- -ty 5yerage salary increase in 2017 except for NFPs with 11 to 25

unionized NFPs are estimated on average at 2.2%, mostly to : employees where a larger salary increase was granted. In 2018,

cover inflation. Slight variations are now becoming a trend.  \ipp i7e will be a more significant factor, as salary increases will

Again, the current economic situation and lack of funding 4ty from category to category: NFPs with 11 to 25 employees are

© projecting salary increases of 2.8% on average and larger NFPs

TABLES - In order to compare forecasted data for 2018 and
granted salary increases of the current year, we have placed our

are calling NFP organizations to be extra cautious.

observed information side by side, below:

TABLE 1: GENERAL OVERVIEW

Increases (excluding freezes)

NFP’s Salary budget
Granted in 2017 | Projected in 2018
Total budget 2.3 % 23%
Salary structure 21% 229
budget

UNE ANNEE EN CONTINUITE

In general, the observed results still reflect NFP organizations’ :
uncertainty linked to their lack of funding. As presented in our
three main overviews, above, anticipated 2018 salary increases are
just in line with granted increases of this current year. For 2018,
15.0% of surveyed NFP say they are not budgeting any salary !
increase. In comparison, 11.8% of organizations froze salaries for !

the current year.

* This report on Quebec’s NFP’s salary increases for 2018 is a
study by the CQSA in cooperation with the firm Normandin

INCREASES — A CONSTANT 2.3% IN 2018

Respondents to our survey indicated that average salary increases
for non-managerial positions are estimated at 2.3% for 2018.
Furthermore, salary increases (including performance-related

are identical for managers and non-managers both in 2017 and

are projecting an average of 2.5%. (Table 3)

TABLE 2 : EMPLOYEE GROUPS OVERVIEW

Increases (excluding freezes)

Per group
Granted in 2017 | Projectedin 2018
Managers 23 % 2.3%
Non-managers 2.3 % 2.3%

TABLE 3 : OVERVIEW ACCORDING TO NFP’S SIZE

NI BET Increases (excluding freezes)
employees Granted in 2017 | Projected in 2018
5 and less 22% 21%

6to10 23 % 24 %

11 to 25 2.7% 2.8%

26 to 50 2.2% 23%

51t0 100 2.2% 1.9 %

Over 100

Beaudry. For this second edition, 66 valid questionnaires were submitted electronically, from July to August 20177. This study is

presented on an annual basis, in addition to a reqular compensation and benefits Report presented by the CQSA since 2009. This
recognizedtool s in its fifth edition and presents results from a bi-annual survey of our 1500 newsletter subscribers coming from NFP
of all sizes, sectors, and scope throughout Quebec.

ABOUT CQSA: The Centre québécois de services associations, an initiative
of the Regroupement Loisir et Sport du Québec, is a private non-governmental
organization that provides administrative, technical and professional services:
insurance, financial management and payroll, legal, graphic design and printing,
Information Technology, human resources, telephony, group purchases, travel :
and education. CQSA provides direct services to 600 non-for-profit organizations

and supports over 10,000 Quebec-based NFP’s in other ways.

FOR MORE INFORMATION:
Jean-Francois Beauregard
Business Development Director
Tel.:514.252.3112
jfbeauregard@loisirsport.qc.ca
4545, Pierre-De-Coubertin Montreal (Qc) H1V 0B2
loisirsport.qc.ca
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