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Legal Disclaimer

This presentation is provided for informational and discussion purposes only and 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”). This material does not constitute an offer to sell,
or the solicitation of an offer to buy, any security, product or service.

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.

== == Sy APOLLO

AAGLIRRERERE

N ot
S e o e

\.
R e

"

£ ' NN

11 W
L

=
s
—

—

W\
\




APOLLO

Conclusions

e The dollar has depreciated more in the first half of 2025 than yield differentials would
have predicted.

« Regression models indicate that this was due to the trade war and economic policy
uncertainty, including concerns among foreign investors about Section 899 and the
Mar-a-Lago Accord.

« Looking ahead, with Section 899 behind us and the trade war likely to be resolved
within the next couple of weeks, the US dollar is expected to appreciate again.

« Renewed strong appetite for US assets after Liberation Day is also visible in the TIC
data for May.

ource: Apollo Chief Economist 3
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Why did the relationship between the dollar and interest rate differentials break down?

— 1-year yield differential, rhs —EURUSD , lhs
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Strong rebound in foreign demand for US assets in May

Net foreign purchases of US assets
mJan 2025 mFeb 2025 mMar 2025 = April 2025 mMay 2025
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Model 1

Explanatory variables:

Difference in yields



Exchange rates can no longer be accurately predicted from differences in yield APOLLO

1.4 Exchange rate vs model prediction*
1.35

1.3
1.25

1.2
1.15 a

ol ~
1.1

1.05

\, | , S e Rt \,w‘v
\"‘w 2

—_—

0.95

0.9
Jul-2021 Nov-2021 Mar-2022  Jul-2022 Nov-2022 Mar-2023  Jul-2023 Nov-2023 Mar-2024  Jul-2024 Nov-2024 Mar-2025  Jul-2025

—Price of 1 EUR in USD —Predicted Price of 1 EUR in USD (Regression controlling for Yield Differences)

Source: Bloomberg, Apollo Chief Economist 7

* Price of 1 Euro in USD = 1.209 + 0.067 * (German Treaury Yield — US Treasury Yield) R-squared: 0.54
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Based purely on interest rate differentials the USD is currently 9.5% undervalued

Residual between EURUSD vs model prediction* (% USD overvaluation)
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* Price of 1 Euro in USD = 1.209 + 0.067 * (German Treaury Yield — US Treasury Yield) R-squared: 0.54



APOLLO

\Y leYe (%

Explanatory variables:

» Difference in yields

» Pre/Post Liberation Day variable
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Adding a 0 / 1 variable for pre/post ‘Liberation Day’ helps explain EURUSD

Exchange rate vs model prediction*
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* Price of 1 Euro in USD = 1.225 + 0.08 * (German Treaury Yield — US Treasury Yield) + 0.097 * (Pre or Post Liberation Day) R-squared: 0.81
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Based on interest rate differentials and pre/post ‘Liberation Day’ variable EURUSD is 2% undervalued

Residual between EURUSD vs model prediction* (% USD overvaluation)
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* Price of 1 Euro in USD = 1.225 + 0.08 * (German Treaury Yield — US Treasury Yield) + 0.097 * (Pre or Post Liberation Day) R-squared: 0.81



Model 3

Explanatory variables:

Difference in yields

Bloomberg Economics US Trade Policy Uncertainty daily index
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Using Bloomberg’s US Trade Policy Uncertainty Daily Index as an explanatory
variable in addition to yield differential also shows the dollar as undervalued

Exchange rate vs model prediction*
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Source: Bloomberg, Apollo Chief Economist 13

* Price of 1 Euroin USD = 1.216 + 0.075 * (German Treaury Yield — US Treasury Yield) + 0.009 x (Bloomberg US Trade Policy Uncertainty Daily) R-squared: 0.63
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Using Bloomberg’s US Trade Policy Uncertainty Daily Index as an explanatory
variable in addition to yield differential also shows the dollar as undervalued

Residual between EURUSD vs model prediction* (% USD overvaluation)
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* Price of 1 Euroin USD = 1.216 + 0.075 * (German Treaury Yield — US Treasury Yield) + 0.009 x (Bloomberg US Trade Policy Uncertainty Daily) R-squared: 0.63



Model 4

Explanatory variables:

Difference in yields
Pre/Post Liberation Day

Bloomberg Economics US Trade Policy Uncertainty daily index
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Combining the three previous controls (yield differentials, Liberation Day, and
trade policy uncertainty) also shows the dollar as undervalued

Exchange rate vs model prediction*
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* Price of 1 Euro in USD = 1.2224 + 0.079 * (German Treaury Yield — US Treasury Yield) + 0.112 = (Pre or Post Liberation Day) — 0.0034 »
(Bloomberg US Trade Policy Uncertainty Daily) R-squared: 0.82
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Combining the three previous controls (yield differentials, Liberation Day, and
trade policy uncertainty) also shows the dollar as undervalued

Residual between EURUSD vs model prediction* (% USD overvaluation)
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* Price of 1 Euro in USD = 1.2224 + 0.079 * (German Treaury Yield — US Treasury Yield) + 0.112 = (Pre or Post Liberation Day) — 0.0034 p
(Bloomberg US Trade Policy Uncertainty Daily) R-squared: 0.82



Model 5

Explanatory Variables:

« Difference in Yields

« Daily Mentions of “Mar-a-Lago Accord” in news stories
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Interest in the Mar-a-L.ago Accord and Section 899 started in March

Number of times “Mar-A-Lago Accord” appeared in the news, daily
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Source: Bloomberg, Apollo Chief Economist 19
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Using cumulative daily news mentions of “Mar-a-Lago Accord” in addition to yield
differentials as controls puts the predicted exchange rate closer to the actual EURUSD rate

Exchange rate vs model prediction*
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* Price of 1 Euro in USD = 1.226 + 0.081 * (German Treaury Yield — US Treasury Yield) — 0.000056 * (cumulative mentions of "Mar a Lago Accord") R-squared: 0.82
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Using daily mentions of “Mar-a-Lago Accord” in addition to yield differentials as
controls puts the predicted exchange rate closer to the actual rate

Residual between EURUSD vs model prediction* (% USD overvaluation)
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* Price of 1 Euro inUSD = 1.226 4+ 0.081 x (German Treaury Yield — US Treasury Yield) — 0.000056 * (cumulative mentions of "Mar a Lago Accord") R-squared: 0.82



Model 6

Explanatory variables:

Difference in yields
Pre/Post Liberation Day
Bloomberg Economics US Trade Policy Uncertainty daily index

Daily Mentions of “Mar-a-Lago Accord” in news
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Combining all the previous explanatory variables explains movements in the dollar

Exchange rate vs model prediction*
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Combining all the previous explanatory variables confirms the hypothesis that the
dollar is undervalued, but only slightly

Residual between EURUSD vs model prediction* (% USD overvaluation)
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Strong rebound in foreign demand for US assets in May

Net foreign purchases of US assets
mJan 2025 mFeb 2025 mMar 2025 = April 2025 mMay 2025
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Conclusions

e The dollar has depreciated more in the first half of 2025 than yield differentials would
have predicted.

« Regression models indicate that this was due to the trade war and economic policy
uncertainty, including concerns among foreign investors about Section 899 and the
Mar-a-Lago Accord.

« Looking ahead, with Section 899 behind us and the trade war likely to be resolved
within the next couple of weeks, the US dollar is expected to appreciate again.

« Renewed strong appetite for US assets after Liberation Day is also visible in the TIC
data for May.

ource: Apollo Chief Economist 26
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