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What Is Warehouse Lending and How Can It 
Enhance an Investment-Grade Portfolio?

In today’s markets, public bonds capture an increasingly smaller 
share of the real economy, as more lending and credit creation 
take place in private markets. Against this backdrop, we believe 
a fixed income replacement approach can offer investors a 
modern way to build resilient, income-focused portfolios. This 
approach seeks to complement or replace parts of traditional 
fixed income allocations by targeting high-quality, privately 
originated credit opportunities that can deliver attractive yields 
and investment-grade risk. By tapping areas of the market 
shaped by regulatory change and bank retrenchment, this 

approach aims to unlock sources of income and diversification 
that are often inaccessible through public bonds.

Warehouse lending is a central example of this philosophy  
in action. By providing short- to medium-term financing that 
supports asset originators and specialty lenders, warehouse 
facilities help power the flow of credit throughout the 
economy. For investors, warehouse lending can offer the 
potential for higher yields, robust collateral protection and 
steady income—benefits that enhance and modernize the 
traditional fixed income framework.

Warehouse lending can offer a rare combination of investment-grade  
quality, floating-rate exposure, broad credit diversification, and higher yields

The Engine of Economic Growth Has Changed. Fixed Income Allocations Need to Adapt:

Traditional
Fixed Income

Fixed Income
Replacement Expanded 

Fixed Income
Investment 
Universe

DIRECT LENDING WAREHOUSE NAV LOANS INFRASTRUCTURE CRE & RMBS EQUIPMENT AVIATION

TRADE FINANCE MEDIA RIGHTS CONSUMER FLEET SPORTS TRANSFERS MUSIC ROYALTIES FUND FINANCE

GOVT RELATED DEBT IG BONDS LOANS HY BONDS EMERGING MKT DEBT

PRIVATE IG CORPORATE

 For illustrative purposes only. Source: Apollo Analysts.

APOLLO ANSWERS
January 2026

ATLWAA-20260129-5132640-16280304



2

What Is Warehouse Lending and How Can It Enhance an Investment Grade Portfolio?

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 Apollo Analysts as of the  
date hereof and are subject to change. Please see the end of this document for important disclosure information.

Why do Companies Need Warehouse 
Loans? Short Answer: The Securitization 
Process Takes Time.
Asset-heavy companies and specialty finance lenders 
such as mortgage originators, auto lenders and 
consumer loan platforms frequently tap the securitization 
market to enhance their profitability. However, the 
securitization process takes time because companies 
must first build a sufficiently large and diversified pool 
of loans/leases/assets to satisfy the market and investor 
requirements in the securitization space. Warehouse 
loans are short- to medium-term loans that provide these 
companies with the liquidity needed to build portfolios 
of loans, leases and other assets that could ultimately 
be sold into rated securitizations, or to insurance 
companies and other long-term holders of assets.

Warehouse loans enable these companies to operate  
at scale without tying up significant amounts of their 
own equity as they originate, and potentially wait  
to tap securitization markets or other long-term 
financing channels.

Overview of Warehouse Lending: A Critical Resource with Limited Supply

While warehouse financing requires companies to 
contribute some of their own equity, without it they 
would have to fund this “ramp-up” period entirely  
with their own capital, making their business models  
far less efficient and profitable.

Scarcity Premium Drives Attractive  
Relative Value
Warehouse loans are mission-critical for companies  
with asset-heavy balance sheets and specialty finance  
business models. However, the market for these 
facilities is highly concentrated—the top 20 providers 
account for approximately 75% of the total market 
share.1 This scarcity gives lenders negotiating leverage 
and the ability to structure bespoke agreements with 
attractive terms and favorable risk/return profiles that 
often exceed those available in broader securitization 
and IG equivalent markets.
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Warehouses Provide a Bridge to Securitization:

For illustrative purposes only. Source: Apollo Analysts.

1	 Based on latest available data as of October 2025. Sources: Apollo Analysts, 
Official Thomson Reuters F20a league tables US Securitizations ex CMBS; 
Agency CMOs; CDOs & Self Funded
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Warehouse facilities can command higher spreads  
while lending at lower loan-to-value (LTV). This structure 
also incentivizes borrowers to free up their equity  
by moving to longer-term securitization financing, 
aligning their interests with the short-term nature of  
the warehouse facility.

Warehouse facilities additionally can benefit from 
better structural protections than their public 
securitization equivalents, for example: 
• Performance triggers for metrics such as cash

collection, charge-offs, losses
• Collateral eligibility criteria generally stricter than

those of public securitizations
• Concentration limits that cap certain characteristics

of the collateral pool
• Covenants ensuring continued sponsor /

counterparty performance

Validating the Investment-Grade 
Equivalent Risk of Warehouse Loans
While warehouse loans are officially unrated, they are 
designed to meet the standards required for investment-
grade ABS issuance—overcollateralization, reserve 
accounts, diversification and ongoing surveillance.  
And as we previously explored, warehouse loans 
typically have more robust structural protections  
and lower LTV ratios than the investment-grade 
tranches of the securitizations they ultimately feed. 

In many cases, term takeouts of warehouse facilities  
get explicitly rated, and when these warehouse- 
financed assets transition into rated ABS transactions, 
the investment-grade ratings assigned by agencies  
have provided tangible confirmation of the facilities’ 
structural integrity and credit quality.

For investors, the dynamics of the warehouse lending space translate into 
investment-grade risk with the potential for higher returns.

Example of How Warehouse Loans Can Provide IG Equivalent Risk 1
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Source: Apollo Analysts.
1. Ratings for illustrative purposes only and based on credit equivalents.  2.  Illustrative tranching; not all securitizations have AAA – Equity tranches.

The Bottom Line 
Private IG can enhance traditional fixed income allocations and provide material risk-adjusted excess spread—
warehouse loans are an important part of this equation. 

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 Apollo Analysts as of the  
date hereof and are subject to change. Please see the end of this document for important disclosure information.

ATLWAA-20260129-5132640-16280304



4

What Is Warehouse Lending and How Can It Enhance an Investment Grade Portfolio?

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 Apollo Analysts as of the date hereof and are subject to change. Please see the end of this document for important disclosure information.

To learn more, visit ApolloAcademy.com
© 2026 APOLLO GLOBAL MANAGEMENT, INC. ALL RIGHTS RESERVED.

Important Disclosure Information

All information contained in this material is as of January 2026 unless 
otherwise indicated.

This material is for informational purposes only and should not be treated 
as research. This material should not be copied, distributed, published, or 
reproduced, in whole or in part, or disclosed by any recipient to any other 
person without the express written consent of Apollo Global Management, 
Inc. (together with its subsidiaries, “Apollo”).

The views and opinions expressed in this material are the views and 
opinions of Apollo Analysts. They may not 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 material. There can be no assurance that an 
investment strategy will be successful. Target allocations contained in 
this material 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 material 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 in this material should be taken as investment 
advice or a recommendation to enter into any transaction.

Hyperlinks to third-party websites in this material are provided for reader 
convenience only. There can be no assurances that any of the trends 
described in this material will continue or will not reverse. Past events 
and trends do not imply, predict or guarantee, and are not necessarily 
indicative of future events or results. Unless otherwise noted, information 
included in this material is presented as of the dates indicated. This 
material is not complete and the information contained in this material may 
change at any time without notice. Apollo does not have any responsibility 
to update the material 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 in this material (including but not limited to 
information obtained from third parties unrelated to Apollo), and expressly 
disclaims any responsibility or liability thereof. The information contained 
in this material 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 in this material, 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 in this material 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.

The Standard & Poor’s 500 Index (S&P 500) is a market-capitalization 
weighted index of the 500 largest US publicly traded companies and one 
of the most common benchmarks for the broader US equity markets. Index 
performance and yield data are shown for illustrative purposes only and 
have limitations when used for comparison or for other purposes due to, 
among other matters, volatility, credit or other factors (such as number 
of investments, recycling or reinvestment of distributions, and types of 
assets). It may not be possible to directly invest in one or more of these 
indices and the holdings of any strategy may differ markedly from the 
holdings of any such index in terms of levels of diversification, types of 
securities or assets represented and other significant factors. Indices are 
unmanaged, do not charge any fees or expenses, assume reinvestment 
of income and do not employ special investment techniques such as 
leveraging or short selling. No such index is indicative of the future results 
of any strategy or fund.

Investing involves risk including loss of principal. Alternative investments 
often are speculative, typically have higher fees than traditional 
investments often include a high degree of risk and are appropriate only 
for eligible long-term investors who are willing to forgo liquidity and put 
capital at risk for an indefinite period of time. They may be highly illiquid 
and can engage in leverage and other speculative practices that may 
increase volatility and risk of loss.

References to downside protection are not guarantees against loss of 
investment capital or value.

This material contains trade names, trademarks and service marks of 
companies which (i) neither Apollo nor Apollo funds own or (ii) are 
investments of Apollo or one or more Apollo funds. We do not intend our 
use or display of these companies’ trade names, trademarks or service 
marks to imply a relationship with, or endorsement or sponsorship of us 
by, such companies. Company names and logos are trademarks of their 
respective holders.

Past performance is not necessarily indicative of future results.

Additional information may be available upon request.
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