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Entrepreneurs, management teams and private equity
sponsors rely on hybrid capital to help flexibly deliver debt
and equity solutions to meet funding needs across market
environments. In this article, we highlight some specific
examples where Apollo’s Hybrid Value team has brought this
strategy to life.

Hybrid investments are those that sit between private debt
and private equity on the risk-return spectrum, targeting

Exhibit 1: Return Targets Across Asset Classes
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returns above those of traditional credit strategies, with
generally lower loan-to-value and leverage ratios than
traditional private equity (Exhibit 1). In other words, a well-
crafted hybrid portfolio combines the concepts of downside
protection with equity participation—potentially delivering
equity-like returns at credit-like risk profiles.
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HYBRID IN ACTION: DELIVERING BESPOKE CAPITAL SOLUTIONS IN A NEW MARKET PARADIGM

In the years following the Global Financial Crisis, both
investors and corporates benefitted from unprecedented
tailwinds. Global quantitative easing, the deregulation of
banking systems and the globalization of economies created
an environment of low rates that drove significant growth for
companies and positive returns for their investors.

However, in the current environment of higher borrowing
costs and heightened volatility, investors have been
reevaluating how they allocate capital, while companies are
rethinking how they manage their capital structures.

Exhibit 2: The Opportunity for Hybrid Capital
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Source: Apollo Analysts. For illustrative purposes only.

In this new normal, higher financing costs and concerns
regarding credit ratings have limited the amount of available
first lien debt. Companies and sponsors are seeking to replace
that debt with flexible, ratings-friendly solutions that preserve
leverage profiles without materially increasing the equity
funding needed to fuel growth. We believe hybrid capital is an
attractive alternative to help fill that gap (Exhibit 2).
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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.
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Three Examples of “Hybrid in Action”

Against this backdrop of long-term market uncertainty,

hybrid capital approaches have become increasingly popular
as organizations seek structured solutions that set their
businesses up for future growth. As the specific examples
below highlight, hybrid capital can be used to address a range
of challenges for sponsors and companies.

1. Financing growth: Apollo was approached by an
entrepreneur who had rapidly scaled their business and
was looking for capital to fuel their next growth initiative.
They were unwilling to take on additional debt, did not
want to sell control to a private equity fund or incur the
costs and restrictions associated with a public listing. To
meet their needs, Apollo structured a preferred equity
security that exchanged some of the Apollo Funds’
upside for a guaranteed minimum return in any scenario.
The structure used limited economic dilution for the
entrepreneur while providing downside protection for the
Apollo Funds and investors.

2. Meeting a sponsor’s liquidity needs: Apollo was
approached by a sponsor seeking liquidity options for
investments in two well-positioned businesses with
seasoned management teams in defensive industries,
including a consumer brand in the US. Apollo leveraged
deep sector expertise and structuring experience to
lead a structured equity transaction into a Continuation
Vehicle (CV), in partnership with the sponsor, which
rolled 50% of its investment into the new facility. The
Apollo Funds’ investment ranks senior to the sponsor
rollover and features a liquidity preference and robust
governance. The investment includes a minimum IRR
and a return waterfall structure providing preferential
return and an equity upside. We believe this investment
represents an attractive, downside-protected opportunity
with significant upside potential, in addition to strong
alignment with the sponsor.

3. “Equitizing” an over-levered balance sheet: Apollo
worked with a public company that had been impacted by
industry-wide disruptions during the Covid pandemic. The
company needed immediate liquidity, but a debt raise was
not feasible. Apollo created a preferred equity investment
to meet the company’s liquidity needs. This solution was
structured to receive equity-like treatment from rating
agencies. Unlike straight equity, Apollo’s solution included
a combination of high-single digit coupon and equity
participation.

' Source: Apollo Analysts.

We believe these examples highlight how hybrid solutions—by
combining equity-like upside with debt-like protection—are
uniquely positioned to capitalize on a growing number of
market opportunities. Through investment features such as
warrants or conversion of participation rights, we believe
hybrid solutions can capture companies’ growth while
maintaining a senior or structured position in the capital stack.

At the same time, contracted return mechanisms (such as
preferred dividends or structured return thresholds) can
provide a baseline return while mitigating downside risk.

This return profile becomes particularly attractive relative to

a broader private equity (PE) industry facing monetization
headwinds in the current rate environment, as well as a highly
concentrated public equity market.

Additionally, hybrid can offer a meaningful focus on
distributions offering faster deployment and realizations—with
average durations of three to five years versus five to seven
years for traditional private equity." In a more normalized rate
environment, where the spread between the cost of capital
and expected PE returns has narrowed, we believe hybrid
stands out as a source of excess return per unit of risk.

Conclusion

In a new market paradigm of higher borrowing costs,
heightened volatility and increased concentration in the
public debt and equity markets, we believe hybrid strategies
can be an appealing option for both companies and investors.

Additionally, rising debt service costs, increasing market
noise and limited access to public capital markets for all

but a handful of companies has prompted corporates and
sponsors to look beyond traditional approaches towards
hybrid capital solutions. In each of the examples highlighted
in this article, Apollo was able to meet the needs of capital
seekers by providing flexible solutions tailored to solve for the
complexities of each situation.
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Important Disclosure Information

All information herein is as of December 2025 unless otherwise
indicated.

This material is for educational purposes only and should not be
treated as research. This material 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 material may 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
material. There can be no assurance that an investment strategy will
be successful.

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 herein should be taken as investment advice or a
recommendation to enter into any transaction.

There can be no assurances that any of the trends described herein
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 herein
is presented as of the dates indicated.

Investing involves risk including loss of principal. Alternative
investments often are speculative, typically have higher fees than
traditional investments and 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.

To learn more, visit Apollo.com.

References to downside protection are not guarantees against loss of
investment capital or value. Diversification does not ensure profit or
protect against loss. This material is not complete and the information
contained herein 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
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 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.

Companies mentioned in this white paper are current or former
investments of strategies/ funds managed by Apollo. The inclusion of
these companies is for illustrative and informational purposes only and
does not constitute an endorsement or investment recommendation
by Apollo. References to these companies should not be construed as
a reflection of their current performance or future prospects.

Past performance is not necessarily indicative of future results.

Additional information may be available upon request.
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