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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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US fiscal policy is on an unsustainable path.
How could this become an issue for markets?

1. Treasury auctions: Weakness could appear without warning

2. The dollar: Could decline further if the US economy starts to slow
down

3. The term premium: Has been trending higher
Bottom line: So far, so good.

Most likely outcome is gradually higher long-term rates and steepening of the yield curve.

Unlikely we will get a debt crisis spiking yields and sudden decline in the

dollar. If yields spike and financial instability emerges, the Fed will do QE.

Source: Apollo Chief Economist 3
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The US fiscal outlook
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CBO: Under current policies, government debt outstanding will grow from 100% to 150% of GDP

Federal debt held by public (% GDP)
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Source: U.S. Congressional Budget Office (CBO), Macrobond, Apollo Chief Economist
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Debt levels expected to rise to under the One Big Beautiful Bill Act

$trn US debt $trn
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Source: CBO, Committee for responsible budget, Macrobond, Apollo Chief Economist. Note: CfRB estimates a rise in debt by $5trn under One Big Beautiful Bill Act of 2025 (OBBBA) if its temporary provisions are extended without offsets. 6
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OMB forecasts 5% budget deficit every year for the next 10 years

US: Budget surplus/deficit as a % of GDP
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Source: U.S. Office of Management & Budget, Macrobond, Apollo Chief Economist
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Discretionary government spending has declined from 70% ot total outlays to 30%

US Federal spending
— Discretionary Spending — Mandatory Spending — Net interest
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The 2025 federal budget: Net interest payments make up 14% of total government spending

Total government spending Sources of financing
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Source: CBO, Apollo Chief Economist 9
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CBO: Non-interest outlays distribution, healthcare more and more important

Total non-interest outlays, 2025 Total non-interest outlays, 2055
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Source: CBO, Apollo Chief Economist 10
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Budget pressures from an ageing population:
Spending on Social Security and Medicare rising to 9% ot GDP

Outlays as a share of GDP
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Social security, Medicare and Medicaid make up 70% of mandatory spending

Mandatory Spending, 2024

3%

m Social Security m Medicare ® Medicaid ® Income Security Programmes

Veterans Benefits ® Premium tax credits m Federal Employee Retirement ® Other

Source: CBO, Haver Analytics, Apollo Chief Economist
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CBO interest rate assumption

Z)O —10-year Treasury note rate —Average rate on federal debt
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Source: The Long-Term Budget Outlook: 2025 to 2055, CBO, Apollo Chief Economist 13
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The US has a bigger primary budget deficit than many other countries

Primary budget deficit % GDP, 2024
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Source: International Monetary Fund (IMF), Macrobond, Apollo Chief Economist. Note: Primary budget deficit = budget deficit excluding interest payments.



The maturity structure of US government debt
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89% of US government debt is fixed rate. And 22% is in bills.

Non-marketable
(2.1%)

TIPS (7.1%)

US debt (100%) Variable rate (3.1%) Floating rate notes

(2.0%)

Marketable (979%) Bills (2—] 70/)
.70

Fixed rate (88.8%) Notes (50.5%)

Bonds (16.6%)

Source: Fed, Monthly Statement of Public Debt (Monthly Statement of the Public Debt (MSPD) | U.S. Treasury Fiscal Data), US Treasury Department, Apollo Chief Economist. Data as of November 2024.



https://fiscaldata.treasury.gov/datasets/monthly-statement-public-debt/summary-of-treasury-securities-outstanding
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$9 trillion of government debt will mature over the next year

— Marketable Interest-Bearing Debt, Amount Maturing within 1 Year or Less (% GDP), rhs
— Percentage of Marketable Debt Maturing in Next 12 Months, rhs =— Marketable Interest-Bearing Debt, Amount Maturing within 1 Year or Less, lhs
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Treasury auction sizes have increased on across the yield curve

1$ggo Treasury issuance across tenors
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Gross issuance of Treasuties: $7trn

Gross issuance of US Treasuries
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Quarterly gross Treasury issuance as a share of nominal GDP

Quarterly Treasury gross issuance share of GDP
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High share of Treasury gross issuance is T-bills

T-Bills share of gross Treasury issuance
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Normally, the Treasury only issues a lot of T-bills during recessions

M Bill issuance ®Long term issuance -
% GDP, 4QMA Recession
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% GDP, 4QMA
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Share of 'T-bills outstanding has increased

Treasury bills outstanding as a share of total marketable debt
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Source: U.S. Department of Treasury, Macrobond, Apollo Chief Economist
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Significant increase in the supply of T-bills

Marketable Treasury securities outstanding
Treasury Inflation-Protected Securities — Notes — Bonds — Bills
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Weighted average maturity of debt outstanding declining

Years —Average maturity of all US Treasuries outstanding Years
6.5 6.5
6.0 6
5.5 5.5
5.0 5
4.5 4.5
4.0 4

Source: Treasury, Haver Analytics, Apollo Chief Economist 25



APOLLO

More Treasury supply coming from QT

Treasury securities held by the Federal Reserve
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Debt servicing costs rising
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Average federal net interest expense per day: $3.3 billion

Monthly interest expense per day on public debt
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US government paying more than $1trn annually in debt servicing costs

— Interest Expense on US Debt Outstanding (% GDP), rhs — Interest Expense on US Debt Outstanding, lhs
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Higher interest rates and higher debt levels putting upward pressure on interest payments

55 — Total interest expense % public debt outstanding — 10 year rates (6 month lead) 55
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Net interest payments make up 13% of government spending

— Interest payments (% total outlays), rhs ®Interest payments, |hs CBO
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Net interest payments make up 18% of government revenues
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CBO: Debt servicing costs will grow as a share of total outlays

Total outlays, 2025 Total outlays, 2055
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Source: CBO, Apollo Chief Economist 33
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Interest expense on US government debt as a % of S&P 500 market cap

Interest Expense on US Debt Outstanding (% S&P 500 market cap)
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Money market funds currently pay around $500bn in dividends.
That’s 2.5% ot annual consumer spending.
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Who owns US government debt?
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Foreigners own about §9trn in Treasuries, about 25% of the total

Holdings of US Treasuries
B Others ®MFed ®Foreigners ™ Mutual Funds + Private pensions M Life + Non Life Insurance ®Banks MHouseholds
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Source: Federal Reserve, Macrobond, Apollo Chief Economist
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Fed selling Treasuries (doing QT). Domestic investors buying Treasuries

Holdings of US Treasuries ( % Treasury debt outstanding)
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Decline in foreign ownership of US government bonds since 2015

Foreign ownership of total US Treasuries outstanding
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Japanese and Chinese holdings of Treasury securities

Holdings of US Treasuries
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Rest of the world =——China ——Japan ——Europe
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US households, foreigners, and real money buying Treasuries. Fed selling Treasuries

Holdings of US Treasuries
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Foreign purchases of Treasuries come mainly from the private sector

Net Foreign Purchases: Treasury Bonds & Notes
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Interest payments to foreigners rising

Federal government interest payments to foreigners
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Hedging costs are high for Japanese investors buying US Treasuries

% —EUR-hedged 10-yr US Treasury yield minus 10-year Bund yield %
—JPY-hedged 10-yr US Treasury yield minus 10-year JGB yield
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Source: Bloomberg, Apollo Chief Economist. Note: Hedged Treasury yield is calculated as ((((-3 month forward/10000)/exchange rate)+1)"4-1)*100 + 10 year US Treasury yield. 45
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Who owns different countries’ government debt?
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Treasury auction metrics
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Auction sizes growing in 2025

$ bn Nominal security auction sizes
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Rising Treasury supply increases downside risks to bid-to-cover ratios

Government securities auctions, bid to cover ratio

7 year —5 year — 3 year —2 year
Ratio, 3mma
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Rising Treasury supply increases downside risks to bid-to-cover ratios

Government securities auctions, bid to cover ratio
— 30 year — 20 year — 10 year
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Indirect bidder share for 1- and 2-year notes

Percentage awarded to indirect bidders in Treasury auction
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Indirect bidder share for 5- and 7-year notes

Percentage awarded to indirect bidders in Treasury auction
— 7-year — 5-year
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Indirect bidder share for 10- 20- and 30-year Treasuries

Percentage awarded to indirect bidders in Treasury auction
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2-year bond auction tails

2-year bond auction tail
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3-year bond auction tails

3-year bond auction tail
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5-year bond auction tails
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7-year bond auction tails
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10-year bond auction tails

10-year bond auction tail
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30-year bond auction tails

30-year bond auction tail
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Primary dealer failure to deliver Treasuries
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Note: Primary dealers have a limited time to deliver securities to settle any obligations to securities buyers. For a variety of reasons, dealers may be unable to meet these obligations—for instance, if they sell a
security short that they do not own and are then unable to obtain the security for delivery. The unmet obligation to a buyer is recorded as a failure to deliver. Source: OFR, FRBNY, Apollo Chief Economist 60



Liquidity in the Treasury market

US Govt Securities Liquidity Index

Average yield error
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Source: Bloomberg, Macrobond, Apollo Chief Economist. Note: The index displays the average yield error across the universe of government notes and bonds with remaining maturity 1-year or greater, based off
the intra-day Bloomberg relative value curve fitter. When liquidity conditions are favorable the average yield errors are small as any dislocations from fair values are normalized within a short time frame. Average

yield error is defined as an aggregate measure for dislocations in Treasury securities across the curve.
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The term premium
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Term premium in a longer perspective

10 year Treasury term premium
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Source: Federal Reserve Bank of New York, Macrobond, Apollo Chief Economist. Note: Note: The NY Fed measure for the term premium is based on a five-factor, no-arbitrage term structure model.
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10-year Treasury yield decoupling from oil prices

— WTI price , rhs — US Treasury 10-year yield, lhs
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Comparison with Italy
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Comparing budget deficits in the US and Italy

General government fiscal balance % of GDP
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Comparing government debt levels in the US and Italy

General government gross debt % of GDP
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Comparing net interest payments in the US and Italy

Net general government interest payments % of GDP
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Characteristics of a reserve currency

- The size of the domestic economy,

- The importance of the economy in international trade,
- The size, depth, and openness of financial markets,

- The convertibility of the currency,

- The use of the currency as a currency peg, and

- Domestic macroeconomic policies

Source: US Treasury, Apollo Chief Economist
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Since the trade war started, EURUSD has been driven by other factors than interest rate differentials

— 1-year yield differential, rhs —EURUSD , |hs
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Switzerland, Japan, Korea, and US have high domestic ownership of government bonds
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Gold reserves rising, Sanctions likely playing a role.

— Gold as % of reserves, rhs — Foreign ownership of total US Treasuries outstanding, lhs
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Forward curve since debt ceiling reinstatement
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What will happen to money market fund assets as the Fed cuts interest rates?

Money market fund assets
USD, billion
7500

7000
6500
6000
5500
5000
4500
4000
3500
3000
2500

Fed
starts

Fed
starts
cutting

2000 I I I I I I I I I I I I I I I I
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: Investment Company Institute (ICl), Macrobond, Apollo Chief Economist

2022 2023 2024 2025

APOLLO

USD, billion

7500
7000
6500
6000
5500
5000
4500
4000
3500
3000
2500
2000

75



Total foreign holdings of US equities, Treasuries, and US credit

$trn Total foreign holdings, by instruments
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Sovereign CDS spreads vs sovereign credit rating

CDS Spread
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Conclusion
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US fiscal policy is on an unsustainable path.
How could this become an issue for markets?

1. Treasury auctions: Weakness could appear without warning

2. The term premium: Has been trending higher

3. The dollar. Could decline further if the US economy starts to slow down

Bottom line: So far, so good.

Most likely outcome is gradually higher long-term rates and steepening of the yield curve.
Unlikely we will get a debt crisis.

If yields spike and financial stability emerges, the Fed will do QE.

Source: Apollo Chief Economist
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10 Facts about the US Treasury market

According to the CBO, government debt levels are going to rise from 100% to 200% of GDP

Deficits are projected to be more than $1trn every year for the next 10 years

$9trn of government debt will mature over the coming 12 months

Since the Fed started raising rates households, pension, and insurance have been buying more Treasuries
China has lowered its holdings of Treasuries from $1.2trn in 2015 to $800bn today

A rising share of debt outstanding is T-bills, currently 22%

The weighted average maturity of debt outstanding is declining

Treasury auction sizes in 2024 have increased on average 27% across the yield curve

Debt servicing costs are currently 13% of total government outlays

10. Interest payments have increased from $1bn per day before the pandemic to currently $3bn per day

Source: Apollo Chief Economist 81
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