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Portfolio Allocations: Where  
Does Private IG Credit Belong?
Key Takeaways

• �Traditional allocation frameworks in fixed income were built
around public and private distinctions that no longer capture
the full breadth of today’s investment grade opportunity set.

• �Private investment grade credit combines the economic
characteristics of fixed income with the structural features
of private markets.

• �Private IG can sit within either a fixed income allocation or
a private credit allocation. Each carries distinct implications
for governance, benchmarking and portfolio construction.	
For most investors, the biggest risk is not miscategorizing,
but rather under-allocating to Private IG.

Rethinking Traditional 
Definitions
Fixed income has long been defined 
along two complementary dimensions 
within investment portfolios: the role 
it plays and how it is implemented. 
From a portfolio perspective, fixed 
income is the engine of income 
generation, capital preservation and 
duration management. It provides 
stable cash flows, supports liability 
matching and acts as a buffer 
during periods of market stress. And 
historically, it’s been implemented in 
a portfolio through publicly traded 
securities with daily liquidity, measured 
against broad market indices.

As explored in the inaugural edition 
of the Convergence newsletter, the 
structural transformation of credit 
markets over the past decade has 
expanded the investment grade 
universe well beyond these historical 
boundaries. The growth of passive 
investing and benchmark-driven 
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allocation has crowded ownership 
into the largest issuers and sectors, 
compressing spreads and reducing 
the income cushion available 	
to absorb volatility. As shown in 	
Exhibit 1, spread contribution to yield 	
in the Bloomberg Aggregate has 
fallen to just 7%, meaning that for 
most public IG investors, portfolio 
performance is driven mainly by rates, 
not credit spreads.

Private investment grade credit 
changes this dynamic materially. With 
43% of yield coming from spreads, 
Private IG restores the income cushion 
that has largely disappeared from 
public benchmarks without requiring 
a move down the credit quality 
spectrum. The question for allocators 
is no longer whether to consider 
Private IG. It is how to incorporate it 
within existing portfolio frameworks.

The Question: Where does 
Private IG Belong? 
Private investment grade credit 
does not fit neatly within existing 
allocation frameworks. It combines 
the economic characteristics of 
fixed income (contractual cash flows, 
defined seniority, covenant protections 
and low expected loss) with the 
structural features of private markets 
(negotiated origination, relationship-
driven access and differentiated 
liquidity profiles).

This dual nature means it can sit 
credibly within either a fixed income or 
a private credit framework. At Apollo, 
we have seen allocators incorporate 
Private IG within both frameworks, with 
each approach delivering distinct but 
complementary characteristics to the 
overall portfolio. 

In our opinion, the more fundamental 
risk for most allocators is actually 
under-allocation or omission. When 
fixed income mandates are tightly 
defined around public benchmarks, 
Private IG may fall outside the defined 
opportunity set. This is not because it 
fails to meet the underlying investment 
criteria, but because the framework 
was not designed to accommodate it. 
This is the gap we believe allocators 
need to address.

EXHIBIT 1: �Investors are no longer being compensated to take spread risk in public fixed income

Note: IG Corporate represented by the Bloomberg US Corporate Index. 
Data as of February 2026. Sources: Apollo Analysts, Bloomberg

Only 18% of the IG Corporate Yield Today 
Comes from Spread

Generating High Quality Excess Spread in Private Assets 
Can Serve as an Important Yield Cushion
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Why the Traditional 
Framework Is Under Pressure
The public/private distinction has 
served as a useful organizing principle 
for institutional portfolios. It provides a 
shorthand for thinking about liquidity, 
governance and implementation. But 
at its core, the distinction describes 
how an asset is originated, traded 
and governed, not the underlying 
economics or credit risk.

In fact, investment grade credit risk 
is more directly driven by borrower 
quality, seniority, collateralization, cash 
flow structure, covenant protections 
and expected loss behavior — 
characteristics that exist in both 	
public and private markets. As banks 
have retreated from traditional lending 
(Exhibit 2), a broad and scaled set 
of investment grade exposures has 
emerged in private form, carrying 

comparable credit quality to public 
equivalents and offering a structural 
premium for bespoke origination and 
certainty of execution.

We believe two dynamics have 
amplified the pressure on traditional 
frameworks. First, the growth of 
passive investing and ETF-driven 
allocation has concentrated ownership 
in the largest public issuers and 
compressed spreads across the IG 
corporate market. Second, the private 
investment grade market has grown 
into a scaled, credible alternative. 	
As we discussed in our recent paper 
on liquidity, liquidity across investment 
grade credit is best understood as 
a spectrum, rather than a binary. 
Taken together, the public/private 
distinction is no longer sufficient 
on its own as a guide for portfolio 
construction.

Two Ways to Own Private IG
In practice, allocators have 
incorporated private investment grade 
credit in two ways: within their fixed 
income allocation, or within their 
private credit allocation. The choice 
is driven by institutional structure and 
mandate design, not by the underlying 
investment merits of Private IG itself.

When classified as fixed income, 
Private IG is evaluated by the role it 
plays in the portfolio: stable income, 
low expected loss and duration 
management. It is managed alongside 
public IG within the fixed income 
mandate, and benchmarked against 
Bloomberg Aggregate or IG Corporate 
indices, with excess spread as the 
primary performance metric.

When classified as private credit, 
Private IG is grouped by how it is 

EXHIBIT 2: �Corporate lending has shifted away from banks

Note: Data as of December 2025. Sources: FRB, Haver Analytics, Apollo Chief Economist 

Fixed income investors such as insurers, pensions and mutual funds have stepped in as banks retrench  
due to increased regulation.
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sourced and governed rather than 	
by its economic characteristics. 	
It sits within the private credit mandate 
alongside other less liquid strategies, 
with performance measured against 
yield-based targets rather than public 
index benchmarks.

Both frameworks are internally 
consistent, and we have seen 
allocators use each one effectively. 
The choice is driven by institutional 
structure, mandate design and 
portfolio objectives. Fixed income 
portfolios are evolving to incorporate 
higher-carry investment grade 
exposures sourced through private 
markets, while managing liquidity at 
the portfolio level rather than at the 
level of individual holdings. At the same 
time, private credit allocations are 
also evolving, with some allocators 
expanding their frameworks to include 
investment grade buckets alongside 
traditional return-seeking strategies. 

Where Fixed Income 
Replacement Sits Within a 
Modern Portfolio 
Fixed income replacement is not 
a single strategy. It is a framework 
for incorporating private investment 
grade credit alongside traditional 
public exposures. The right entry point 
depends on the portfolio objectives, 
liquidity profile and governance 
structure of the allocator (Exhibit 3).

Within a Fixed Income Allocation
Private IG can serve as a direct 
complement or replacement to 
existing public credit exposure. 
We believe there are constructive 
applications across multiple sleeves 
(Exhibit 4):

—	 �Short-duration credit portfolios 
can generate 150+ basis points 
of excess yield by introducing a 
tier of capital accessible within 
approximately 60 days, enhancing 
short-term liquidity while improving 
income relative to traditional cash 
and short-duration benchmarks.

—	 �Core bond portfolios can add 
100 to 150+ basis points of net 
excess yield relative to Bloomberg 
US or Global Aggregate mandates, 
improving diversification and 
reducing correlation to rate-
sensitive public benchmarks.

—	 �Within a Core-plus bond portfolio, 
incorporating Private IG can 	
replace sub-IG exposures such 
as high yield bonds, leveraged 
loans and emerging market debt, 
delivering comparable yield while 
improving credit quality. 

EXHIBIT 3: �Implications of each classification type

Fixed Income Allocation Private Credit Allocation

Governance
Within fixed income mandate; 
managed alongside public IG

Within private credit mandate; 
managed alongside other private credit 
strategies

Benchmarking
Measured vs. Bloomberg Aggregate 	
or IG Corporate indices; excess  
spread over public benchmarks as 
primary metric

Spread premium over public 
equivalents; yield-based targets rather 
than index-relative benchmarks

Portfolio Role
Income enhancement, liability 
matching, and replacing public IG 
exposure with a higher-yielding 
equivalent at similar credit quality

Return enhancement above public 
credit benchmarks; access to 
origination and illiquidity premium

Note: As of April 2026. For illustrative purposes only. Source: Apollo Analysts
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EXHIBIT 4: �Potential client applications within a modern fixed income portfolio

Note: Data as of February 28, 2026. Sources: Bloomberg, Apollo Analysts

Cash & Short Duration — Enhance yield while preserving liquidity and credit quality

3-Month US Treasury 3-Month UST (75%) / Private IG (25%)

Yield 3.7% Yield 4.3% +0.5%

Spread — Spread 66 +66

Rating AA+ Rating AA —

Duration 0.3 Duration 0.9 +0.6

■ 3-mo US Treasury      ■ Private IG (Short Duration)

Core Fixed Income — Increase yield and spread without altering duration or moving down the credit spectrum

US Aggregate US Agg (75%) / Private IG (25%)

Yield 4.2% Yield 4.6% +0.4%

Spread 28 Spread 84 +56

Rating AA- Rating AA- =

Duration 5.9 Duration 6.1 +0.2

■ US Aggregate       ■ Private IG (Intermediate Duration)

Core-Plus / High Yield — Maintain portfolio yield while upgrading overall credit quality

US HY Corporates US HY Corps (75%) / Private IG (25%)

Yield 6.7% Yield 6.6% -0.1%

Spread 291 Spread 285 -6

Rating B+ Rating BB ++

Duration 2.8 Duration 2.8 +0.0

■ US HY Corporates       ■ Private IG (Short Duration)

Within a Private Credit Allocation
Private IG can be incorporated as 
a distinct sleeve within the broader 
private credit allocation, providing 
a higher-quality, lower-volatility 
complement to return-seeking direct 
lending strategies:

—	 �Investment Grade Buckets 
within private credit allocations 
allow for segmentation by credit 
quality. Allocators can access the 
illiquidity and origination premium 
associated with private markets 
without concentrating entirely in 
sub-investment grade risk.

—	 �Private Markets Funding 
Programs employ semi-liquid 
evergreen structures that target 
higher yields than public credit 
while providing a flexible capital 
base for broader private market 
mandates, serving both an 
income-generating and a portfolio-
management function.

The Real Risk:  
Under-Allocation
In both cases, the practical implication 
is the same. Fixed income portfolios 
that do not incorporate Private IG are 
likely capturing a narrower opportunity 
set than intended, particularly 
in an environment where public 
credit spreads are compressed and 
traditional benchmarks offer limited 
differentiated income. We believe the 
entry point, whether through a fixed 
income or private credit framework, 
matters far less than ensuring these 
exposures are being fully considered.
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A Practical Decision Framework for Allocators
For investment teams evaluating where Private IG fits within their portfolios, the following framework provides 
a useful starting point.

 1 Define the 
objective

�Is the allocation meant to generate high-quality yield, match liabilities or 	
enhance returns? The answer points to whether the exposure belongs in fixed 
income or private credit.

 2 Assess liquidity
�Map the timing and size of expected cash flows against liquidity needs. Private 
IG vehicles offer different redemption frequencies, from monthly windows in 
evergreen funds to multi-year lock-ups in drawdown structures. Choose the 
structure that fits the liquidity budget.

3 Evaluate risk and 
structure

Scrutinize credit quality, seniority, collateral and covenants. Short-duration 
portfolios target incremental yield over cash equivalents. Core and Core-plus 
strategies lend to high-quality borrowers and aim to add incremental yield over 
public bonds. Multi-asset credit combines corporate and asset-backed exposures 
to deliver higher spreads while remaining senior and secured. Funding programs 
finance evergreen pools to meet capital calls. Match exposures to risk tolerance.

4 Choose a  
classification

Based on objectives, liquidity and risk, decide whether to treat the exposure as 
fixed income or private credit. Communicate that decision to stakeholders so 
governance, benchmark and incentive structures are aligned.

5 �Integrate across 
the portfolio

Apply a total portfolio approach to see how substituting public bonds with 	
Private IG changes overall risk, return and liquidity. Consider how the new 
allocation interacts with other private market strategies and whether additional 
adjustments are needed to keep liquidity aligned with liabilities.
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The Bottom Line
The question of whether Private IG is “fixed income” or 
“private credit” is less important than whether it is being 
incorporated at all. Both classification frameworks are 
valid, and both can support favorable portfolio outcomes. 
What matters is that allocators build frameworks broad 
enough to reflect the investment grade opportunity set 
as it exists today at a time of convergence, one that spans 
public and private markets and can be accessed across 
the full liquidity spectrum. Fixed income replacement is 
not a departure from the traditional role of fixed income 
in a portfolio. It is an expansion of the toolkit available to 
achieve it.
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being incorporated at all.
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Important Disclosure Information
All information herein is as of April 2026 unless otherwise indicated.

This material is for educational and discussion purposes only and should not be 
treated as research. This material may not be distributed, transmitted or otherwise 
communicated to others, in whole or in part, without the express written consent 
of Apollo Global Management, Inc. (together with its subsidiaries, “Apollo”).

The views and opinions expressed in this material are the views and opinions of 
Apollo Analysts. They do not necessarily reflect the views and opinions of Apollo 
and are subject to change at any time without notice. Further, Apollo and its 
affiliates may have positions (long or short) or engage in securities transactions 
that are not consistent with the information and views expressed in this material. 
There can be no assurance that an investment strategy will be successful. Target 
allocations contained herein are subject to change. There is no assurance that the 
target allocations will be achieved, and actual allocations may be significantly 
different than that shown here. This material does not constitute an offer of any 
service or product of Apollo. It is not an invitation by or on behalf of Apollo to any 
person to buy or sell any security or to adopt any investment strategy, and shall not 
form the basis of, nor may it accompany nor form part of, any right or contract to 
buy or sell any security or to adopt any investment strategy. Nothing herein should 
be taken as investment advice or a recommendation to enter into any transaction.

The Bloomberg US Aggregate Bond Index is a broad-based flagship benchmark 
that measures the investment grade, US dollar-denominated, fixed-rate taxable 
bond market. The index includes Treasuries, government-related and corporate 
securities, fixed-rate agency MBS, ABS and CMBS (agency and non-agency).

The Bloomberg US Corporate Index measures the investment grade, fixed-rate, 
taxable corporate bond market. It includes USD-denominated securities publicly 
issued by US and non-US industrial, utility, and financial issuers. The index 
includes securities with remaining maturity of at least one year. 

Hyperlinks to third-party websites in this material are provided for reader 
convenience only. There can be no assurances that any of the trends described 
herein will continue or will not reverse. Past events and trends do not imply, predict 
or guarantee, and are not necessarily indicative of future events or results. Unless 
otherwise noted, information included herein is presented as of the dates indicated. 
This material is not complete and the information contained herein may change 
at any time without notice. Apollo does not have any responsibility to update the 
material to account for such changes. Apollo has not made any representation or 
warranty, expressed or implied, with respect to fairness, correctness, accuracy, 
reasonableness, or completeness of any of the information contained herein 
(including but not limited to information obtained from third parties unrelated 
to Apollo), and expressly disclaims any responsibility or liability thereof. The 
information contained herein is not intended to provide, and should not be relied 
upon for, accounting, legal or tax advice or investment recommendations. Investors 
should make an independent investigation of the information contained herein, 
including consulting their tax, legal, accounting or other advisors about such 
information. Apollo does not act for you and is not responsible for providing you 
with the protections afforded to its clients.

Certain information contained herein may be “forward-looking” in nature. Due 
to various risks and uncertainties, actual events or results may differ materially 
from those reflected or contemplated in such forward-looking information. As 
such, undue reliance should not be placed on such information. Forward-looking 
statements may be identified by the use of terminology including, but not limited 
to, “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, 
“intend”, “continue” or “believe” or the negatives thereof or other variations 
thereon or comparable terminology.

Investing involves risk including loss of principal. Alternative investments often are 
speculative, typically have higher fees than traditional investments often include 
a high degree of risk and are appropriate only for eligible long-term investors who 
are willing to forgo liquidity and put capital at risk for an indefinite period of 
time. They may be highly illiquid and can engage in leverage and other speculative 
practices that may increase volatility and risk of loss. 

This material contains trade names, trademarks and service marks of companies 
which (i) neither Apollo nor Apollo funds own or (ii) are investments of Apollo or 
one or more Apollo funds. We do not intend our use or display of these companies’ 
trade names, trademarks or service marks to imply a relationship with, or 
endorsement or sponsorship of us by, such companies. Company names and logos 
are trademarks of their respective holders. 

Past performance is not necessarily indicative of future results.

Additional information may be available upon request.
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