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KEY TAKEAWAYS

© While many people may not realize it, the Asset-Backed
Finance (ABF) market is part of our daily life and is a
critical source of financing for small and medium
sized companies.

© As banks have retrenched from the ABF market over
the past decade, specialty lenders and private capital
have filled the gap with innovative financing solutions.

Today, the ABF market spans a broad range of sectors
and industries that represent a diversified opportunity
set in credit and one that is bigger than the US corporate
fixed income market.

An allocation to ABF may provide attractive benefits
including portfolio diversification and yield enhancement
as well as a possible hedge against inflation.
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The Asset-Backed Finance market is known by many Exhibit 1: Asset-Backed acronyms
names: securitized debt, securitized products,

or structured credit. Asset-backed securities are
created through the pooling together of similar debt
obligations, often backed by hard assets, and selling
the resulting cash flows backed by those loans

to investors through a wide variety of securitized A BS M BS
structures (Exhibit 1). Historically focused on the
residential mortgage market, asset-backed finance

in recent years has extended its reach into wide
swaths of the real economy and everyday life, with
securitizations not just of mortgages but of car loans,
credit card loans, and even music royalties.

Asset-backed Mortgage-backed
securities securities

Outsized investment opportunity growing
ever more favorable RMBS

The securitized market dates back to the 1970s in the Residential
mortgage-backed

U.S., when home mortgages were packaged together securities

and sold off by US-backed government agencies. Today,

the total securitized debt outstanding in the US exceeds

that of the corporate debt market (Exhibit 2).

Exhibit 2: The asset-backed finance market is bigger than you think

TOTAL OUTSTANDING ($ TRILLION)

US EQUITY US TREASURY US SECURITIZED US CORPORATES

$40 tr $24 tr $12 tr $10 tr

Sources: Barclays Research, Morgan Stanley Research, SIFMA Research. Data as of December 31, 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 the author(s) 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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Beginning in the 1980’s and leading up to the Global
Financial Crisis (the GFC), we witnessed a “boom” in
securitization in the US that was driven by the growth of
the banking system and the housing market. Following

the GFC, regulators responded by imposing rules that
constrained banks ability to originate new securitizations.
As the banks retreated from the business, specialty lenders
and other pools of private capital stepped in to fill the gap.
The diversity of new market entrants has led to a broadening
of the market over the last decade into new sectors

and industries, creating a wide array of new investment
opportunities across the ABF spectrum (Exhibit 3).

The rise of private ABF

Historically, the easiest way for investors to access ABF

was by buying securitizations from banks. But as lending
conditions have tightened and banks have retreated, the
private ABF market, through its ability to originate ABF
securities directly, is growing in importance. For example,
during the recent bout of market volatility in March, US
regional banks turned to the ABF private market for liquidity
as traditional routes to securitize assets were not available.

We believe Multi-Credit portfolios can benefit from exposure
to both public and private ABF markets and expect that

the latter will evolve in much the same way that private
credit has over the last ten years. Private ABF markets

seek to offer enhanced yields and downside protection for
investors’ portfolios versus traditional public fixed income
markets, given the ability to customize ABF solutions which
suit borrower’s needs (customized solutions normally cost
borrowers more in terms of yield) and given the structural
protections securitizations can provide. This private market
provides financing in the form of whole loans, securitizations,
or platform equity to a variety of sectors including:

« Consumer Finance (Auto Loans, Auto Leases, Credit Card,
Student Loans, Other Unsecured Consumer)

+ Residential Mortgage Loans

« Commercial Real Estate

« Hard Assets (Transportation, Power, Communications,
Infrastructure, Solar, Agricultural Lending, Corporate Fleet
Leasing & Management, Rental Car)

« Financial Assets (Music Royalties, Sports Media & Player
Transfer, Inventory Finance, Trade Finance, EQuipment
Finance, Corporate Loans, Select Platform Equity)

Exhibit 3: After a retrenchment following the Global Financial Crisis, the securitization market remains a

robust source of financing today

YEARLY ISSUANCES IN THE US SECURITIZED MARKET (EX-US AGENCY RMBS)
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The case for an ABF allocation in Multi-Asset
Credit portfolios

Like corporate bonds, ABF provides a recurring income

stream. But ABF also offers several other important potential
benefits including:

Enhanced Diversification and Downside Protection: ABF is
secured against a diversified pool of assets that share similar
characteristics. Through structuring, it may also offer credit
enhancement and other protections in a downside scenario
(for example a capital cushion or overcollateralization). The
benefit of this diversification and structuring can be seen
by observing the recent performance of investment grade-
rated tranches of US CLOs, which have not experienced a
default since the GFC.

Inflation Protection: ABF securities are typically floating
rate instruments, with coupons that reset periodically
based on short-term interest rates, which makes them a

compelling allocation in a time of rising rates or
high inflation.

Yield Enhancement: ABF can offer higher yields
compared with traditional corporate or fixed income
instruments due to their complexity, illiquidity premium
and smaller buyer base.
Tailored Returns: ABF could enable the creation of
different tranches, each of which have different levels
of associated risk and expected returns. Investment
returns (principal and interest repayments) and losses
are allocated among the various tranches according to
seniority. This allows the option to choose tranches that
best align with the particular risk and return objectives.
Total Return Enhancement: The complexity and thinner
secondary trading volumes in ABF, as compared to more
liquid credit markets, may make the securitized market
more prone to dislocations during periods of market
stress. This dynamic can help promote flexible mandates
such as a semi-liquid multi-asset credit portfolio, that are
able to tactically invest in the asset class during periods
of market volatility. In September 2022, we saw a prime
example of how a period of stress in the market can
materialize quickly, resulting in high single-digit yields for
A-rated CLOs (Exhibit 4).

Exhibit 4: Investors able to tactically invest in ABF can take advantage of periodic dislocations in the market

SPREADS (BPS)
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Conclusion

We believe ABF represents a compelling allocation
proposition for Multi-Asset Credit portfolios, particularly
during times of elevated uncertainty and volatility in the
markets. An allocation to ABF, and in particular, private
ABF may provide portfolios with diversification, yield
enhancement and inflation protection in a downside-
protected manner.
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Legal Disclaimer

This document is confidential and may not be distributed, transmitted
or otherwise communicated to others, in whole or in part, without the
express consent of Apollo Global Management, Inc. (together with its

", ou

affiliates, “Apollo”; “we”; or “our”).

Apollo Management International LLP (“AMI”), Apollo Asset Management
Europe LLP (“AAME”) and Apollo Asset Management Europe PC LLP
(“collectively, “AAME”) are each authorised and regulated by the UK
Financial Conduct Authority. Any references to “ISGI” refer to AAME.

Neither AMI nor AAME acts for you and are not responsible for providing
you with the protections afforded to their clients. In particular, neither
AMI nor AAME will not provide you with any investment advice. No
representative of AMI or AAME is permitted to lead you to believe
otherwise.

This presentation is confidential 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. or any of its
subsidiaries (“Apollo”). To the extent that this presentation is distributed
in the European Economic Area (the “EEA”) or the United Kingdom (the
“UK") or to recipients who are domiciled or located in the EEA or the UK,
it is limited to professional investors that qualify as professional clients
within the meaning of Annex Il of the EU Markets in Financial Instruments
Directive 2014/65/EU, as subsequently amended (“MiFID 11”) and to
persons to whom this communication can otherwise lawfully be made.
This presentation does not constitute an offer to sell or the solicitation of
an offer to buy, any security, product or service, including interests of the
investment strategy discussed herein (the “Strategy” or “Strategies”). No
securities may be sold until a prospectus is filed with the market regulator
and is effective. Distribution may be restricted in certain jurisdictions.

Unless otherwise stated, information as of May 2023. 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.

This document and its contents are confidential and may not be
reproduced, redistributed or passed on, directly or indirectly, to any other
person or published in whole, or in part, for any purpose and it is intended
for distribution in the UK only to: (i) persons who have professional
experience in matters relating to investments falling within Article 19(5) of
the Financial Service and Markets Act 2000 (Financial promotions) Order
2005, as amended (the “Order”); (ii) high net worth entities falling within
Article 49(2) of the Order; or (iii) those persons to whom it can otherwise
lawfully be distributed.

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. Any of 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.

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 investment described herein, including consulting their tax, legal,
accounting or other advisors, about the matters discussed herein. Past
performance is not indicative, nor a guarantee of, future results. Losses
may occur.

Certain information contained herein may be “forward-looking” in nature.
Due to various risks and uncertainties, actual events or results or actual
performance 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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Certain statements made herein (including those relating to forecasts,
estimates, current and future market conditions and trends in respect
thereof) that are not historical facts are based on current expectations,
estimates, projections, opinions and/or beliefs of Apollo. Such statements
involve known and unknown risks, uncertainties and other factors, and
undue reliance should not be placed thereon. In addition, assumptions
upon which certain of Apollo’s views were based may have materially
changed since the time such views were formulated. There can be no
assurance that Apollo’s views described herein will be accurate.

Additional information may be available upon request.
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