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The Leveraged Finance Market Today

The global leveraged finance market is roughly $4.7 trillion
in size as of September 2022, of which private credit

has become an increasingly significant part (Exhibit1). As
of mid-2022, the direct lending market had grown to
$580 billion in size to meet the needs of middle market
borrowers post the 2008 Great Financial Crisis (GFC).
However, Apollo believes there is a dearth of available
alternative financing solutions for large corporate issuers
outside of the broadly syndicated and high yield markets,
despite a growing demand for flexible solutions.

KEY TAKEAWAYS

9D We believe the time is now for large corporate

origination: The opportunity exploded in 2022
as conventional forms of public financing shut
down, leaving borrowers with few options apart
from the private market.

Amid an unprecedented market backdrop—a
global pandemic, enhanced geopolitical risks,
rising inflation and market volatility—borrowers
over the last few years have increasingly sought
strategic financing alternatives that offer the
chance to forgo market risk and benefit from
certainty of size, pricing and execution offered
by transacting with private lenders.

We believe the risk/return dynamics in large
corporate private credit appear particularly
attractive, with the potential for enhanced
yields from senior secured debt with robust
lender protections.

We believe large corporate origination acts as a
complementary component in a credit portfolio
and lending to large corporate borrowers

offers a level of stability as we move into an
increasingly volatile and uncertain environment.
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Exhibit 1: Direct lending is a growing component of the global leveraged finance market

Overall Market Size: $4.7 Trillion

High Yield Bonds (HY) Broadly Syndicated Loans (BSL) Direct Lending

Public Public Private

Liquid, publicly traded securities with a
fixed coupon that are rated by agencies
and syndicated through banks

$24T

Market Size

- Arranged by banks
+ Mainly senior unsecured
+ Largely institutional investor base

Rated

Liquid, publicly traded loans with a
floating coupon that are rated by
agencies and syndicated through banks

$17T

Market Size

- Arranged by banks
- Senior secured in capital structure
« CLOs tend to be the largest buyer

Rated

llliquid, privately originated loans with a
floating coupon that are generally unrated
by agencies

$5808B

Market Size

- Direct, bilateral negotiations

+ Senior secured, private originations

« Held to maturity by alternative and
institutional investors

Unrated

Source: Preqin as of March 2022; Bank of America Global High Yield Index and S&P Global Leveraged Loan Index as of September 2022.

Large companies historically utilized banks to tap the public
high yield and leveraged loan markets in order to meet their
financing needs. Before the GFC, banks typically held these
bonds and loans on their own balance sheets, but over

the last 15 years moved to an originate-to-distribute model

because of increased regulatory burdens and capital charges.

Today, banks generally arrange the financing for a company

for a fee and syndicate the debt out to institutional investors.
This mechanism for raising capital became increasingly
stressed over the past few years as unstable market
conditions and the uncertain economic backdrop caused
investors and arranging banks to retrench from the market,
meaning that only the highest-rated companies could access
reliable financing.

The information herein is provided for educational purposes only and should not be construed as financial or investment advice, nor should any
information in this document be relied on when making an investment decision. Opinions and views expressed reflect the current opinions and views
of John Zito, Jim Vanek, Akila Grewal and Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for

important disclosure information.
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Primary public debt markets for sub-investment grade conditions. Accordingly, banks were forced to take
companies are sensitive to market conditions and bank markdowns on these positions, curbing their appetite to
appetite to provide funding to many large issuers falters underwrite additional deals. Consequently, 2022 saw sharp
in volatile markets. Following the macro uncertainty and year-over-year declines in both leveraged loan and high yield
declines in prices of publicly traded debt at the onset of primary issuance, leaving the private market as the only
2022, investors demanded steep discounts on paper viable financing option for a swath of large borrowers

that banks underwrote in previously more benign market (Exhibit 2).

Exhibit 2: Only the highest-rated companies have been able to access the public debt markets in 2022

2022 VS. 2021 YTD PERCENT CHANGE IN ISSUANCE VOLUME
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2021 $1.09 Trillion $410 Billion $642 Billion

2022 $1.02 Trillion $90 Billion $205 Billion

Source: J.P. Morgan, “U.S. Corporate Credit Issuance Monthly: September and 3Q22.”

The information herein is provided for educational purposes only and should not be construed as financial or investment advice, nor should any
information in this document be relied on when making an investment decision. Opinions and views expressed reflect the current opinions and views
of John Zito, Jim Vanek, Akila Grewal and Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for
important disclosure information.
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In addition to reliable execution, private debt solutions tend
to be more flexible than the public markets and there are
structural reasons why borrowers are choosing to partner with
non-bank lenders. Many sponsors drive value by executing

on buy-and-build strategies over the length of their hold
periods and require contingent capital that the public markets
are unable to provide. Additionally, many larger sponsor-
backed software companies require a flexible approach in the
form of annual recurring revenue (ARR) loans. Lenders who
understand the dynamics of these businesses, with strong
customer retention rates, robust organic growth rates, high
gross margins, low loan to value (LTV), sponsors pre-funding
interest expense to the balance sheet and significant sponsor
equity checks can offer solutions that the public markets

are unable or unwilling to provide. Moreover, sponsors

and borrowers tend to value working with one lender or a
small club of lenders (as opposed to dozens or sometimes
hundreds) with whom they have meaningful relationships and
can have direct, strategic conversations.

Additionally, forgoing a loan syndication process in favor

of a private, directly originated financing solution offers a
compelling value proposition to borrowers. Companies may
avoid the costs and burdens inherent in public offerings,
including those associated with regulatory filings and
disclosures, rating agency processes and roadshows that are
oftentimes scheduled with limited notice in an effort to sell
into a supportive market environment. Even then, successful
syndications remain contingent upon a positive reception
from institutional investors. If there is one thing that financial
markets participants could do without, it's uncertainty, and

it has been difficult for sponsors and Chief Financial Officers
(CFOs) to discern where their debt financing packages were
going to price this year (Exhibit 3). The price certainty that
private debt can offer is another reason why companies
choose to partner with private originators.

Exhibit 3: Market turbulence leads to pricing uncertainty for issuers
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We regard the rigidity and uncertainty of public markets Apollo believes this confluence of cyclical and structural

as increasingly precluding many sponsor-backed issuers factors will continue to enable scaled alternative asset

from accessing public markets and thus driving demand for managers with significant relationships to continue to grow
alternative financing solutions (Exhibit 4). Non-bank lenders share in the once bank dominated leveraged finance market.

can underwrite according to the unique circumstances of
each transaction rather than forcing a mold upon each issuer.

Exhibit 4: Direct lending market share has grown over 6x in the past decade to 13% of the global
leveraged finance market

2010 2022

2% 13%
$408B $580B

35% ' 37%
$6778 $1,703B

63% 51%
$1,202B $2,354B

M Global Direct Lending
Global High Yield
Global Bank Loans

Source: Preqin as of March 2022, Bank of America Global High Yield Index, S&P Global Leveraged Loan Index as of September 2022. Totals may not
sum to 100% due to rounding.

The information herein is provided for educational purposes only and should not be construed as financial or investment advice, nor should any
information in this document be relied on when making an investment decision. Opinions and views expressed reflect the current opinions and views
of John Zito, Jim Vanek, Akila Grewal and Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for
important disclosure information.
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Supply/Demand Dynamics

In addition to the tailwinds on the demand side, it is also are increasing in size, with many managers raising funds in
important to understand the supply dynamics influencing excess of $10 billion, necessitating that these funds target
the large corporate origination opportunity. Although it is bigger businesses and thus need greater quanta of debt

undisputed that private debt experienced significant inflows capital. Accordingly, the average deal size for buyouts in 2021
over the past 10 years, this has been meaningfully outpaced topped $1.0 billion for the first time, up from less than $600
by the amount of money raised in private equity to the tune million in 2020.

of 10 to one (Exhibit 5). In addition, private equity funds

Exhibit 5: Fund raising for private equity has dramatically outpaced private debt

INDUSTRY CAPITAL RAISED SINCE 2015

Private Equity: $6.6 Trillion
Direct Lending: $0.6 Trillion
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Source: Preqin as of September 2022.

1. Dealogic as of December 2021.

The information herein is provided for educational purposes only and should not be construed as financial or investment advice, nor should any
information in this document be relied on when making an investment decision. Opinions and views expressed reflect the current opinions and views
of John Zito, Jim Vanek, Akila Grewal and Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for
important disclosure information.
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Additionally, lending privately to large businesses generates
a consistent illiquidity premium relative to the syndicated
markets. In early 2021, capital was plentiful and businesses
were able to finance themselves at favorable terms. However,

Furthermore, as global central banks moved from a dovish
to hawkish monetary policy regime, all-in yields for private
debt in late 2022 were substantially higher than at the start
of the year. Given persistently high global inflation, yields are

expected to continue to rise as a result of further interest-
rate hikes and continued spread widening. A dearth of
available capital for large issuers has also led to improved
lender protections and deeper subordination as sponsors are
“over-equitizing” deals in order to put money to work. Large
corporate direct lending may offer investors the opportunity
for high income in an asset class with strong structural
protection (Exhibit 6).

even in this accommodating environment, spreads of
Apollo’s large corporate originations were consistently
higher than where liquid markets priced because of the lack
of competition at the larger end of the direct origination
market. Fast forward to 2022: capital became scarcer and
investors were more discerning about who they lent to.
Spreads in both the public and private markets widened; the
illiquidity premium remained intact.

Exhibit 6: We expect large corporate credit yields to continue to rise and spreads widen further into 2023
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1.5 Points OID 2-3 Points OID 2-3 Points OID
6.75% Yield 1% Yield 12-14% Yield

Borrower-Friendly Terms Lender-Friendly Terms Lender-Friendly Terms

The Secured Overnight Financing Rate (SOFR) is a broad measure of the cost to borrow cash overnight collateralized by U.S. Treasury securities. It is a
benchmark interest rate that replaces the London Interbank Offered Rate (LIBOR). Original Issue Discount (OID) is the difference between the face value
of a bond and price at which it is initially sold by the issuer. Essentially, it is the discount to the par value of a bond that can provide investors with extra
interest income during the life of the bond and a gain at the bond’s maturity.

Source: Apollo Analysts as of September 2022. The information above represents market rates currently or previously quoted by Apollo’s Global
Corporate Credit team. The information provided herein is based on the views and opinions of Apollo Analysts and is subject to change at any time
without notice. Past performance is not indicative of future results. Expected yield and credit spreads presented are based on historical information of
large corporate lending investments and our current market outlook. Apollo’s credit spread and yield expectations for a potential investment are not a
guarantee as to the quality of the investment or a representation as to the adequacy of Apollo’s methodology for estimating returns.

The information herein is provided for educational purposes only and should not be construed as financial or investment advice, nor should any
information in this document be relied on when making an investment decision. Opinions and views expressed reflect the current opinions and views
of John Zito, Jim Vanek, Akila Grewal and Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for
important disclosure information.
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In addition to the illiquidity premium, since private sweeps. In contrast, investor protections in the leveraged
transactions are negotiated on a bilateral basis, lenders loan markets steadily declined post the GFC, with 95% of new
are typically able to structure more rigorous legal and market issues now considered “covenant lite,” offering less
contractual protections than the deals in the public markets. protection to lenders and investors (Exhibit 7). We believe
These protections usually include either a maintenance or that this deterioration should not be underestimated, as
incurrence covenant as well as restrictions on payments to these covenants are increasingly important for lenders in a

equity holders, mandatory amortization, and excess cash flow volatile market.

Exhibit 7: Investor protection in the U.S. leveraged loan market has steadily declined post GFC

PERCENT OF NEW-ISSUE U.S. LEVERAGED LOANS CLASSES AS COVENANT-LITE
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Source: S&P LCD as of September 2022.

The information herein is provided for educational purposes only and should not be construed as financial or investment advice, nor should any
information in this document be relied on when making an investment decision. Opinions and views expressed reflect the current opinions and views
of John Zito, Jim Vanek, Akila Grewal and Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for
important disclosure information.
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Conclusion

We see a long-term secular shift as sponsors and corporations
of increasing size seek tailored solutions and execution
certainty that are increasingly difficult to come by in the
strained, traditional lending markets. The opportunity has
increased dramatically in 2022 as syndicated markets have
shuttered amid the volatile environment, leaving private
capital as a viable option for many large businesses who need
to access the debt markets.

Record levels of private equity dry powder mean that large
corporates and sponsors are going to need access to

debt capital over the medium and long-term. The speed
and certainty that private debt can offer amidst turbulent
markets can support it to help grow market share in place
of the syndicated markets. There are only a handful of
scaled managers who can capitalize on the secular shift to
the private markets, and meaningful barriers to entry will
insulate the asset class from competitive pressures. Due to
the favorable supply/demand dynamics, structural constraints
of access and bigger, stable and more mature companies,
we believe an allocation to large corporate lending can be
prudent at this point in the economic and business cycle.
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From page 10. Our AUM equals the sum of:

the NAV, plus used or available leverage and/or capital commitments,
or gross assets plus capital commitments, of the yield and certain
hybrid funds,partnerships and accounts for which we provide
investment management or advisory services, other than CLOs, CDOs,
and certain perpetual capital vehicles, which have a fee-generating
basis other than the mark-to-market value of the underlying assets;
for certain perpetual capital vehicles in yield, gross asset value plus
available financing capacity;

the fair value of the investments of the equity and certain hybrid
funds, partnerships and accounts Apollo manages or advise, plus the
capital that such funds, partnerships and accounts are entitled to call
from investors pursuant to capital commitments, plus portfolio level
financings;

the gross asset value associated with the reinsurance investments of
the portfolio company assets Apollo manages or advises; and

the fair value of any other assets that Apollo manages or advises

for the funds, partnerships and accounts to which Apollo provides
investment man-agement, advisory, or certain other investment-
related services, plus unused credit facilities, including capital
commitments to such funds, partner-ships and accounts for
investments that may require pre-qualification or other conditions
before investment plus any other capital commitments to such funds,
partnerships and accounts available for investment that are not
otherwise included in the clauses above.

Apollo’s AUM measure includes Assets Under Management for which
Apollo charges either nominal or zero fees. Apollo’'s AUM measure also
includes assets for which Apollo does not have investment discretion,
including certain assets for which Apollo earns only investment-related
service fees, rather than management or advisory fees. Apollo’s definition
of AUM is not based on any definition of Assets Under Management
contained in its governing documents or in any management agreements
of the funds Apollo manages. Apollo considers multiple factors for
determining what should be included in its definition of AUM. Such
factors include but are not limited to (1) Apollo’s ability to influence the
investment decisions for existing and available assets; (2) Apollo’s ability
to generate income from the underlying assets in the funds it manages;
and (3) the AUM measures that Apollo uses internally or believe are used
by other investment managers. Given the differences in the investment
strategies and structures among other alternative investment managers,
Apollo’s calculation of AUM may differ from the calculations employed
by other investment managers and, as a result, this meas-ure may not be
directly comparable to similar measures presented by other investment
managers. Apollo’s calculation also differs from the manner in which

its affiliates registered with the SEC report “Regulatory Assets Under
Management” on Form ADV Part1A and Form PF in various ways. Apollo
uses AUM, Gross capital deployed and Dry powder as performance
measurements of its investment activities, as well as to monitor fund size
in relation to professional resource and infrastructure needs.



Important Disclosure Information

This presentation is for educational purposes only and should not be
treated as research. This presentation 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”).

The views and opinions expressed in this presentation are the views and
opinions of the authors of the White Paper. They do not necessarily reflect
the views and opinions of Apollo and are subject to change at any time
without notice. Further, Apollo and its affiliates may have positions (long
or short) or engage in securities transactions that are not consistent with
the information and views expressed in this presentation. There can be no
assurance that an investment strategy will be successful. Historic market
trends are not reliable indicators of actual future market behavior or future
performance of any particular investment which may differ materially, and
should not be relied upon as such. Target allocations contained herein

are subject to change. There is no assurance that the target allocations
will be achieved, and actual allocations may be significantly different

than that shown here. This presentation does not constitute an offer of
any service or product of Apollo. It is not an invitation by or on behalf of
Apollo to any person to buy or sell any security or to adopt any investment
strategy, and shall not form the basis of, nor may it accompany nor form
part of, any right or contract to buy or sell any security or to adopt any
investment strategy. Nothing herein should be taken as investment advice
or a recommendation to enter into any transaction.

Hyperlinks to third-party websites in this presentation are provided for
reader convenience only. There can be no assurance that any trends
discussed herein will continue. Unless otherwise noted, information
included herein is presented as of the dates indicated. This presentation
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To learn more, visit Apollo.com.

is not complete and the information contained herein may change at any
time without notice. Apollo does not have any responsibility to update
the presentation to account for such changes. Apollo has not made any
representation or warranty, expressed or implied, with respect to fairness,
correctness, accuracy, reasonableness, or completeness of any of the
information contained herein, and expressly disclaims any responsibility
or liability therefore. The information contained herein is not intended to
provide, and should not be relied upon for, accounting, legal or tax advice
or investment recommendations. 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
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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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The Standard & Poor’s 500 (“S&P 500”) Index is a market-capitalization-
weighted index of the 500 largest U.S. publicly traded companies by
market value.

Additional information may be available upon request.



