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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”,
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“target”, "project”, "estimate”, "intend”, “continue” or "believe” or the negatives thereof or other variations thereon or
comparable terminology.
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Outline

1. Structural changes in corporate borrowing: The shrinking role of banks

2. Structural changes: Comparing public and private markets

3. Cyclical changes: The impact of tariffs on corporate borrowing

4. Conclusion

Source: Federal Reserve
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Banks playing a smaller role as providers of credit
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How do companies borrow?

1. Bank Loans: Term Loans — Lump-sum borrowing repaid over time. Revolving Credit Facilities — Similar to a credit card;
draw as needed up to a limit. Syndicated Loans — Large loans funded by a group of banks.

2. Bond Markets: Investment-Grade Bonds — For companies with strong credit ratings. High-Yield Bonds — Higher interest,
higher risk, for less creditworthy issuers. Convertible Bonds — Can convert into equity under certain conditions.

3. Direct Lending: Loans from institutions like Apollo. Examples: unitranche loans and mezzanine debt. Can be used when
speed, flexibility, or confidentiality is important.

4. Asset-Based Lending: Loans secured by assets like inventory, accounts receivable, or equipment. Common in retail and
manufacturing.

5. Vendor or Trade Credit: Suppliers extend payment terms. Short-term (could be 60 days) and often informal.

6. Leasing or Equipment Financing: Useful for capital-intensive industries. Types: finance lease, operating lease, sale-

leaseback.
7. Hybrid Instruments: Preferred Equity — Has debt-like features (fixed dividends, senior to common equity). Convertible
Debt — Debt with an option to convert into equity later.

8. Securitization: Turning receivables (e.g., mortgages, credit card payments) into marketable securities. Often used by
financial or asset-heavy firms.

Source: Apollo Chief Economist
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Examples of top issuers in investment grade and high yield corporate bonds:

Investment grade:
Bank of America, JP Morgan, AT&T, United Healthcare, Apple, Amazon, CVS,

and Boeing

High yield:
Sirius, Royal Caribbean, Walgreens, Univision, Carvana, Albertson, and
American Airlines.

Source: Apollo Chief Economist 7
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Most corporate bonds outstanding are rated either BBB or single-A

ftg US corporate bond market cap
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Fewer and fewer corporate bonds are rated AAA and AA

Number Fitch-Rated 'AAA' and 'AA' Non-Financial Corporates
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Source: Fitch Ratings, Apollo Chief Economist. Note: Including state-linked issuers with Standalone Credit Profiles in the ‘AA" category. Data cover issuers that have been rated for at least six years or at end-2020. 9
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Total market cap of US corporate bond markets: $10trn
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Source: ICE BofA, Bloomberg, Apollo Chief Economist. 10
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Big differences between weights in the S&P500 and the IG index

S&P 500 Index weight by market cap
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Big differences between weights in the S&P500 and the HY index

S&P 500 index weight by market cap
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Note: Source: Bloomberg, Apollo Chief Economist
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Bloomberg Barclays HY index weights by mkt cap
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Private credit as a percentage of total credit markets
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US CLO 1nvestor base, by tranche

US CLO investor base
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Employment in S&P500 companies 1s 18% of total US employment

1”;38 Employment in S&P500 companies vs US economy
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Capex by S&P500 companies 1s 15% of total capex in the US economy

$bn

Overall capex in the US economy and capex by S&P500 companies
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US: 87% of tirms with revenues greater than $100mn are private

Share of public and private companies in the US, with revenue greater than $100mn

® Public companies  ® Private companies

Examples: PwC, Koch
Industries, Mars, Cargill,
Deloitte, E&Y, Wava

Source: S&P CapitaliQ, Apollo Chief Economist. Note: For companies with last 12-month revenue greater then $100mn by count.
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Comparing public and private markets

$trn Size of public and private markets
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Comparing growth in public and private markets since 2013

gém Increase in size of public and private markets since 2013
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Low liquidity in public credit markets:

Dealer balance sheets are a fraction of their pre-GFC size while the market has grown 3x
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Bid-Ask spreads widening i IG credit markets
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April 2

Liberation day tariffs
Container
departures from
China to the US
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Source: Apollo Chief Economist
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Firms plan to pass tariff-related costs to consumers

Actions firms are taking in response to higher tariffs
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Source: Federal Reserve Bank of Dallas, Apollo Chief Economist. 25
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Consensus forecasting stagtlation
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37% ot US imports from China are intermediate goods used in US production
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Source: How Much Do We Spend on Imports? - San Francisco Fed, Apollo Chief Economist 27



https://www.frbsf.org/research-and-insights/publications/economic-letter/2019/01/how-much-do-we-spend-on-imports/
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Sector impact of tariffs
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IG spreads are disconnected from the economic policy uncertainty index

— US Economic Policy Uncertainty Index — US IG corporate bond spread, rhs
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When policy uncertainty went up, loan issuance went down
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When policy uncertainty went up, IPO activity went down

US IPO transaction value
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When policy uncertainty went up, M&A activity went down

US M&A transaction value
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Total foreign holdings of US equities, Treasuries, and US credit
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Conclusion: The outlook for corporate finance

1. Structural change: Banks play a smaller role
2. Cyclical changes: Tariffs and stagflation

3. Risks to the outlook: The fiscal situation and the Mar-A-Lago Accord.
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