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Legal Disclaimer

Unless otherwise noted, information included herein is presented as of the dates indicated.  Apollo Global 
Management, Inc. (together with its subsidiaries, “Apollo”) makes no representation or warranty, expressed or 
implied, with respect to the accuracy, reasonableness, or completeness of any of the information contained herein, 
including, but not limited to, information obtained from third parties. Opinions, estimates and projections constitute 
the current judgment of the author as of the date indicated. They do not necessarily reflect the views and opinions 
of Apollo and are subject to change at any time without notice. Apollo does not have any responsibility to update 
the information to account for such changes. Hyperlinks to third-party websites in these materials are provided for 
reader convenience only. There can be no assurance that any trends discussed herein will continue.

The information contained herein is not intended to provide, and should not be relied upon for, accounting, legal or 
tax advice and does not constitute an investment recommendation or investment advice. 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.
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Overview



4Source: Bloomberg, Apollo Chief Economist

Japan owns $1.2trn in US Treasuries. China owns $770bn.
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5Source: Bloomberg, Apollo Chief Economist

Japanese 10-year yield
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Japan: Net flows into foreign bonds are sensitive to interest rates 



7Source: Bloomberg, Apollo Chief Economist

When Japanese 10-year interest rates move up then USDJPY moves down
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8Source: Bloomberg, Apollo Chief Economist

Yen has depreciated 13 points more than predicted by US/JP interest rate differentials

110

115

120

125

130

135

140

145

150

155

160

110

115

120

125

130

135

140

145

150

155

160

Ja
n-

22

Fe
b-

22

M
ar

-2
2

Ap
r-

22

M
ay

-2
2

Ju
n-

22

Ju
l-2

2

Au
g-

22

Se
p-

22

O
ct

-2
2

N
ov

-2
2

D
ec

-2
2

Ja
n-

23

Fe
b-

23

M
ar

-2
3

Ap
r-

23

M
ay

-2
3

Ju
n-

23

Ju
l-2

3

Au
g-

23

Se
p-

23

O
ct

-2
3

N
ov

-2
3

D
ec

-2
3

Ja
n-

24

Fe
b-

24

M
ar

-2
4

Ap
r-

24

M
ay

-2
4

USD/JPYUSD/JPY USD/JPY

Actual Fitted

USD/JPY = 0.16*(US minus JP 10 year yield) + 87.8



9Source: BoJ, Bloomberg, Apollo Chief Economist

The BoJ owns almost 60% of  Japanese government bonds outstanding
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Macro background



11Source: Bloomberg, Apollo Chief Economist

Japan core inflation above 2% but coming down
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12Source: Bloomberg, Apollo Chief Economist

Japan: Long run inflation expectations rising. This is a problem for the BoJ.
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13Source: Bloomberg, Apollo Chief Economist

Japanese inflation expectations elevated and sticky
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14Source: Bloomberg, Apollo Chief Economist

Japan: Interest rates have been essentially zero for 30 years
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15Source: Bloomberg, Apollo Chief Economist

Japanese long-term term interest rates: JGB 10-year rates now above 1%
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16
Source: Bloomberg, Apollo Chief Economist. Note: Shareholder proposals include Approve Name Change, Approve Statutory Auditor, Business Operations, Charter/Bylaw Amendment, Climate Change Risk, Decrease 
Authorized Stock, Director Compensation, Discharge Directors, Dividend/Profit Distribution, Elect Director, Extend Poison Pill (Shareholder Rights Plan), Methane/Greenhouse Gas Emissions, Other Auditor Related, 
Other Board Related, Other Capital Structure, Other Compensation, Other Governance, Remove Director, Remove Poison Pill (Shareholder Rights Plan), Share Repurchase Related proposals 

Shareholder proposals have increased in Japan
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17Source: Bloomberg, Apollo Chief Economist

Concentration is also a big issue in the Japanese stock market
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18Source: Bloomberg, Apollo Chief Economist

Large cap stocks outperforming in Japan
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19Source: Bloomberg, Apollo Chief Economist

Japanese inflation still high but starting to come down
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20Source: Bloomberg, Apollo Chief Economist

Japan: Core inflation starting to coming down
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21Source: Bloomberg, Apollo Chief Economist (The BOJ has positioned wage growth of at least 3% as a prerequisite for stable achievement of its 2% inflation target.)

Japan: Wage inflation
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22Source: Bloomberg, Apollo Chief Economist

Japan wage growth indicating continued strength in services inflation
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23Source: Bloomberg, Apollo Chief Economist

Japanese 10-year yield at highest level since the past decade
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24Source: The IMF, Bloomberg, Apollo Chief Economist (Data as of Q4 2023)

Japan has the largest positive NIIP in the world
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BoJ JGB purchases and holdings



26Source: Bloomberg, Apollo Chief Economist

BoJ: Steady buying of  JGBs for more than a decade
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27Source: Bloomberg, Apollo Chief Economist

G4 central bank balance sheets

-300

-100

100

300

500

700

900

1100

1300

-300

-100

100

300

500

700

900

1100

1300

$bn, 6m MA$bn, 6m MA Centra l bank ba lance  shee t expans ion

BoE BoJ Fed ECB Total

QE

QT



28Source: Bloomberg, Apollo Chief Economist

Central bank balance sheet expansions since 2019
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29Source: Tokyo Stock Shareowner ship Survey, Apollo Chief Economist. Note: The number of Trust Banks are included in that of City & Regional Banks in and before 1985 Survey.

Foreign holdings of  Japanese stocks rising
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Bond flows in and out of  Japan
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Japanese investors have been net buyers of  US Treasuries recently

Japanese investors 
buying foreign bonds

Japanese investors 
selling foreign bonds
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34Source: Bloomberg, Apollo Chief Economist

Initially, when US rates went up, Japanese investors started selling US fixed 
income. But more recently, Japanese investors have been coming back
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Japan: Banks continue to buy foreign bonds
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36Source: Ministry of Finance Japan, Bloomberg, Apollo Chief Economist

Other financial corporations hold the majority of  foreign debt securities
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Hedging costs



38Source: Bloomberg, Apollo Chief Economist

Dollar-hedging costs are very high for Japanese investors 
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39Source: Bloomberg, Apollo Chief Economist

Negative returns from holding JPY-hedged Treasury yields
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Japanese banks



41Source: S&P, Apollo Chief Economist

NIM for banks: US, Japan, and China
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42Source: S&P, Apollo Chief Economist

Cost of  funds for banks: US, Japan, and China
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Tourism



44Source: Japan National Tourism Organization, Bloomberg, Apollo Chief Economist

Tourism: International visitors coming back to Japan, partly driven by weak yen
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45Source: MoF, Bloomberg, Apollo Chief Economist

Japan: Corporate ordinary profits for all industries is rising
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46Source: MoF, Bloomberg, Apollo Chief Economist

Japan: Medium size corporate’s ordinary profits highest since 2000
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47Source: Bloomberg, Apollo Chief Economist. 

Nikkei 225 index has increased to levels last seen in 1989
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