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Legal Disclaimer I

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 | AN
the current judgment of the author as of the date indicated. They do not necessarily reflect the views and opinions i R
of Apollo and are subject to change at any time without notice. Apollo does not have any responsibility to update T
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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Credit card delinquency rates rising
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Auto loan delinquency rates rising
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Pandemic savings across the income distribution
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Deftault rates starting to decline

US Speculative grade default rates %, Trailing 12m
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Deftault rates flattening out
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Public IG market has grown from $3trn 1n 2010 to §9trn today

APOLLO

$trn Market value outstanding, United States $trn
—HY bonds —|G bonds —_Leveraged loans
10
9
8
7
6
5
4
3
2 —
—_——
/
|
0
oy AN ™ < () o} N~ (e} (e} o ~— (9 ™ < () (o] N~ (c0) (o)) o ~ AN ™ < (9] © N~ 0 (o)} o — Q) ™ <
@ @ Q@ ¢ 9 QPP OO N T YT YT NN NN g o
C C c c C [ [ [ C c C [ [ [ [ C c C C [ [ [ C c C [ [ C [ c c C [ [
© © ) © © © © © © ) © © © © © © ) © © © © © © ) © © © © © ) ) © © ©
r) r) - - ) p) p) r) r) - - - p) p) r) r] - p) - p) p) r) r] p) - - - - r] r] ) - - p)

Source: ICE BofA, Bloomberg, Pitchbook LCD, Apollo Chief Economist. Note: Ticker used for HY is HOAO Index and for IG it is COAO Index and for Loans it is SPBDALB Index.

Now oA oo N o o 3

O =

10



APOLLO

The IG market has grown much faster than HY, loans, and private credit

$trn Growth in US credit since Jan 2010, in $trn
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US bankruptcies: Fewer liquidations and more reorganizations
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Source: S&P CapitaliQ, Apollo Chief Economist. Note: Data till March 14, 2024. Bankruptcy figures include public companies or private companies with public debt with a minimum of $2 million in assets or liabilities at the time of filing, in addition to private

companies with at least $10 million in assets or liabilities. Chapter 11 liquidation and Chapter 7 bankruptcy filings are categorized as liquidation and other Chapter 11 bankruptcy filings as reorganization.
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Distressed liability exchange transactions as a share of total defaults rising

—Distressed exchange as a share of $LL defaults
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Positive effects of fiscal policy dominating negative effects of Fed hikes

5?8' SAAR US construction spending on manufacturing $bn, SAQE{O
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The Fed pivot

FOMC members’ end-2024 forecast for the Fed funds rate
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Wealth has increased $16.7trn since the November FOMC meeting

$trn Growth in market cap of US stock and bond markets since November 1, 2023
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Financial conditions are significantly easier than when the Fed started tightening in March 2022

Index —Bloomberg United States Financial Conditions Index
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The consensus is very bullish on the US consumer

%YoY i %YoY
o Consensus forecast for 2024 US consumer spending ., .. talking about rate cuts )
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No signs of a slowdown in auto sales

SAAR, mn

WARD's Automotive US Auto Sales

SAAR, mn
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Weekly data for same-store retail sales still strong
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TSA data shows record-high demand for air travel

US TS A Checkpoint Numbers Total Traveler Throughput
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Household net worth close to all-time highs
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Money market funds currently pay around $500bn in dividends.
That’s 2.5% ot annual consumer spending.

$bn, 4 quarter sum % of consumer spending
—Money market fund dividends —Money market fund dividends (share of consumer spending, RHS)

600 3.0%
500 2.5%
400 2.0%
300 1.5%
200 1.0%
100 0.5%
0 0.0%

< 5 0D N O O S 0 00 OO0 O OO m—~Mr—m AN AN D D N < Dl O O NN 00 0 O OO O ™M v AN AN on.on <

P PR PR P R P P P T T, LY, LY L TN TLTLNLTT LS g g gl aa A

S 5858585858 585858585858585858585858585¢8S5

> >

Source: BEA, ICl, Haver Analytics, Apollo Chief Economist. Note: Q124 and Q224 are estimates, dividends include dividends paid and dividends reinvested. Consumer spending is PCE. 24



APOLLO

Inflation 1s sticky above the Fed’s 2% inflation target

% YoY —Headline CPI % YoY
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Core PCE inflation will remain high
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Inflation is still well above the Fed’s 2% inflation target
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Supercore inflation
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Inflation: first goods, then services

%YoY US Core Inflation Yoy
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Dovish Fed could create another spike in inflation
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Rebound coming in housing inflation

%YoY —CPI-U: Rent of Primary Residence %YoY
—CPI-U: Owners' Equivalent Rent of Residences
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Inflation expectations: Big difference between median and mean
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Lower income households expect much higher inflation

% 5-10 year inflation expectations: Mean increase
—Top 33% household income —Muid 33% household income —Bottom 33% household income
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Inflation expectations across education levels

7 5-10 year inflation expectations: Mean increase 7
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Inflation expectations rising across age groups

% 5-10 year inflation expectations: Mean increase %
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Inflation expectations rising across regions
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High yield issuance rising after the Fed pivot in December

HY issuance volume by proceeds
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S&P500 profit margins very high
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Fed hikes not slowing down the uptrend in CEO confidence

—CEO Business Confidence: Current economic conditions vs 6m ago
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Continued strong earnings growth points to higher capex spending ahead

%YoY —US Capex —S&P 500 EPS growth (3 quarter lead, RHS) %YoY
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Record high bullishness on future earn

S&P500
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S&P7 is up 149% since early 2023. S&P493 up much less.

% change since Index 01 Jan

% change since Index 01 Jan S&P 500 Index performance
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The current AI bubble is bigger than the 1990s tech bubble

12 month forward P/E
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Tesla used car prices have tallen significantly

$ Tesla average used car price $
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The Magnificent 7 story 1s getting more complicated

st Sep 2023=100 Magniﬁcent 7 performance 1st Sep 2023=100
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CRE prices mixed

7oYoY Commercial Property Price Index 7oYoY
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The CRE maturity wall 1s very steep

1$,I€)80 Commercial/Multifamily maturity wall
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Interest rates will remain permanently higher

%

—Fed Funds rate -- SOFR futures ECB policy rate -« Euribor futures
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Consensus: 30% probability of recession in the US, and 20% probability in Europe
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Fiscal outlook starting to play a role?
Ten-year Treasury yield no longer driven only by Fed expectations

Months (market expectations)
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Source: Bloomberg, Apollo Chief Economist. Note: The indices used from Bloomberg are MSMTUT Index and GT10 Govt.
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Treasury auction sizes will in 2024 increase on average 35% across the yield curve

Sbn Treasury issuance across tenors
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Trend decline in foreign ownership of US government bonds since 2015

7 Foreign holdings of US Treasury securities as a share of outstanding public debt
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US households and real money buying Treasuries. Fed and foreigners selling Treasuries
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More T-bill issuance recently

$bn, change since Jan 22 Marketable Treasury securities outstanding $bn, change since Jan 22
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Total US government interest expenses now at $800bn
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Bottom line:

Interest rates will stay higher for longer;

the Fed funds rate is not going back to
Zero.

A permanently higher risk-free interest
rate has important implications for
credit, equity, and real assets.
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