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2Private and Confidential

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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1. The Fed is cutting rates

2. If the market thinks the Fed is cutting for political reasons, it puts upward 

pressure on inflation expectations and ultimately long rates, which also 

steepens the curve.

3. Growing Treasury issuance is putting upward pressure on long rates.

Why is the yield curve steepening?
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Fed expectations and inflation expectations
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The market is pricing that inflation in one year will be 3.3%, significantly above the Fed’s 2% target

Fed inflation target: 2%



6

Spread between 30s and 10s continues to widen
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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



9Source: 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.

Debt levels expected to rise further under the One Big Beautiful Bill Act
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OMB forecasts 5% budget deficit every year for the next 10 years
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Discretionary government spending has declined from 70% of  total outlays to 30%
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The 2025 federal budget: Net interest payments make up 14% of  total government spending
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13Source: CBO, Apollo Chief Economist

CBO: Non-interest outlays distribution: Healthcare is more and more important
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Budget pressures from an ageing population: 

Spending on Social Security and Medicare rising to 9% of  GDP



15Source: CBO, Haver Analytics, Apollo Chief Economist

Social security, Medicare and Medicaid make up 70% of  mandatory spending
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The US has a bigger primary budget deficit than many other countries
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The maturity structure of  US government debt



19Source: 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. 

89% of  US government debt is fixed rate. And 22% is in bills.
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https://fiscaldata.treasury.gov/datasets/monthly-statement-public-debt/summary-of-treasury-securities-outstanding
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$9trn of  government debt will mature over the next year

$9trn

32%

31%
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Treasury auction sizes have increased on across the yield curve
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Gross issuance of  Treasuries: $7trn
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Quarterly gross Treasury issuance as a share of  nominal GDP
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High share of  Treasury gross issuance is T-bills
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Normally, the Treasury only issues a lot of  T-bills during recessions 

Recession

Recession

No recession
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Share of  T-bills outstanding has increased
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Significant increase in the supply of  T-bills



28Source: Treasury, Haver Analytics, Apollo Chief Economist

Weighted average maturity of  debt outstanding declining
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More Treasury supply coming from QT
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Debt servicing costs rising
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Average federal net interest expense per day: $3.3bn
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US government paying $1trn annually in debt servicing costs
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Higher interest rates and higher debt levels putting upward pressure on interest payments
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Net interest payments make up 13% of  government spending

CBO 

forecast
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Net interest payments make up 18% of  government revenues

CBO 

forecast



36Source: CBO, Apollo Chief Economist

CBO: Debt servicing costs will grow as a share of  total outlays
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Interest expense on US government debt as a % of  S&P 500 market cap



38Source: BEA, ICI, Haver Analytics, Apollo Chief Economist. Note: Dividends include dividends paid and dividends reinvested. Consumer spending is PCE.

Money market funds currently pay around $500bn in dividends. 

That’s 2.5% of  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
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Fed selling Treasuries (doing QT). Domestic investors buying Treasuries

Fed 

starts 

QT
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Rise in foreign ownership of  US government bonds since 2023
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Japanese and Chinese holdings of  Treasury securities



44Source: U.S. Treasury, Haver Analytics, Apollo Chief Economist

Change in foreign holdings of  Treasuries in USD since January 2020
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US households, foreigners, and real money buying Treasuries. Fed selling Treasuries

Fed starts 

raising rates



46

Foreign purchases of  Treasuries come mainly from the private sector
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Interest payments to foreigners rising



48Source: 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. 

Hedging costs are high for Japanese investors buying US Treasuries

-3

-2

-1

0

1

2

3

4

5

-3

-2

-1

0

1

2

3

4

5

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

%% EUR hedged 10 yr Treasury yield JPY hedged 10 yr Treasury yield GBP hedged 10 yr Treasury yield



49Source: The IMF, Apollo Chief Economist. Note: Data as of Q4 2023

Who owns different countries’ government debt?
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Treasury auction metrics



51Source: Bureau of Public Debt, Haver Analytics, Apollo Chief Economist

Auction sizes growing in 2025
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Rising Treasury supply increases downside risks to bid-to-cover ratios
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Rising Treasury supply increases downside risks to bid-to-cover ratios
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Indirect bidder share for 1, 2, and 3-year notes
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Indirect bidder share for 5- and 7-year notes
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Indirect bidder share for 10, 20, and 30-year Treasuries



57

Indirect bidder share for Treasury notes
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2-year bond auction tails

Fed starts hiking

Tail (i.e. weak demand)

Stop-through (i.e. strong demand)
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3-year bond auction tails

Fed starts hiking

Tail (i.e. weak demand)

Stop-through (i.e. strong demand)
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5-year bond auction tails

Fed starts hiking

Tail (i.e. weak demand)

Stop-through (i.e. strong demand)
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7-year bond auction tails

Fed starts hiking

Tail (i.e. weak demand)

Stop-through (i.e. strong demand)
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10-year bond auction tails

Fed starts hiking

Tail (i.e. weak demand)

Stop-through (i.e. strong demand)



63

30-year bond auction tails

Fed starts hiking

Tail (i.e. weak demand)

Stop-through (i.e. strong demand)
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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

Primary dealer failure to deliver Treasuries
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Liquidity in the Treasury market
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The term premium
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The term premium is rising likely driven by fiscal worries
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10-year Treasury yield decoupling from oil prices
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The dollar



70Source: US Treasury, Apollo Chief Economist 

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
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Since the trade war started, EURUSD has been driven by other factors than interest rate differentials

Trade war 

begins
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Japan, Switzerland, Korea, and US have high domestic ownership of  government bonds
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Gold reserves rising. Sanctions likely playing a role.  
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What will happen to money market fund assets as the Fed cuts interest rates?

Fed 

starts 

hiking

Fed 

starts 

cutting



75Source: Federal Reserve, MacroBond, Apollo Chief Economist. 

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