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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 '
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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Foreign purchases of Treasuries come mainly from the private sector
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Japan owns $1.1 trillion in US Treasuries. China owns $760 billion.
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Japanese 10-year yield moving higher
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Japan: Net flows into foreign bonds are sensitive to interest rates

Trailing 12m sums, $ bn
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When US 10-year interest rates move up the yen depreciates
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The BoJ owns 55% of Japanese government bonds outstanding

% —Share of JGBs outstanding held by the BoJ %
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Macro background
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Japanese inflation still high
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Japan wage growth indicating continued strength in services inflation

%YoY

Japan wage growth (12 month lead)
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Wage growth 1n Japan at 30-year highs
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Long run inflation expectations rising. This is a problem for the Bo].

Japan
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Japan Tankan inflation outlook: Overall industry
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Japanese inflation expectations elevated and sticky. This is a problem for the Bo].
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Japan: Short-term interest rates have been essentially zero for 30 years
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Long-term term interest rates
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Bo] JGB purchases and holdings
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Bo]J: Steady buying of JGBs for more than a decade

JPY trn BOJ's daily government bond purchases

555555 - Bloomberg, Apollo Chief Economist 20
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(G4 central bank balance sheets
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Foreign holdings of Japanese stocks rising
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Bond flows in and out of Japan
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Japanese net purchases of foreign bonds
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Japanese investors net purchases of US Treasuries
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Initially, when US rates went up, Japanese investors started selling US fixed
income. But more recently, Japanese investors have been coming back

$ bn, 12m rolling sum
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Japan: Banks continue to buy foreign bonds
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Japanese banks and real money investors are key holders of foreign debt securities

Japanese holdings of foreign debt securities
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Foreign net purchases of Japanese bonds
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Hedging costs
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%

Bloomberg USDJPY 3m hedging costs

Dollar-hedging costs are very high for Japanese investors
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Negative returns from holding JPY-hedged Treasury yields
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Japanese banks
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NIM for banks: US, Japan, and China
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Cost of funds for banks: US, Japan, and China
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Other indicators for Japan
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Tourism: International visitors coming back to Japan, partly driven by the weak yen
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Japan: Corporate ordinary profits for all industries 1s rising
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Japan: Medium size corporate’s ordinary profits highest since 2000
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Nikkei 225 index has increased to levels last seen in 1989
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Large cap stocks outperforming in Japan
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Concentration 1s a big issue in the Japanese stock market

TOPIX: Market cap weight of Top 30 stocks
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Shareholder proposals have increased in Japan

ggaJnt Shareholder proposals in Japan
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Cumulative net purchases of Japanese stocks by foreigners
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Japan has the largest positive NIIP in the world

Net international investment position by country
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