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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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Conclusions

1) Fed higher for longer is putting upward pressure on the dollar
2) Bol lower for longer is putting downward pressure on the yen

3) Bol raising interest rates is difficult with very high government debt levels in Japan

Source: Apollo Chief Economist 3
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The yen has depreciated more than 50% over the past three years
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Supports Japanese exports

Real etfective exchange rate at lowest levels in decades

Yen

Japan: Real effective broad exchange rate
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Japan: No rate hike since 2007
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Japanese 10-year yield

% Japan 10-yr JGB yield and target range
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Weaker yen has had no material impact on inflation and Japanese core inflation has started to move lower
Japan Core Inflation

%YoY

g-uef
€2-10
ge-Inf

ce-idy
ge-uer
2210
ce-Ina

¢c-ldy
ge-uer
12-10
Le-Inf

lg-idy
L g-uer
02-¥0
0c-Inf

0¢-1dy
0c-uer
61-10
6L-Inf

6L-1dy
6L-uer
8L-120
gL-Inf

gL-ldy
gL-uer
LL-P0
LL-In(

L1-1dy
LL-uer
91-120
9L-Inf

91-idy
9l-uer
SL-120
SL-Inf

GL-1dy
gL-uer

Source: Bloomberg, Apollo Chief Economist



APOLLO

Japan: Core inflation coming down

056 YoY % YoY
—Japan Nationwide CPI ex Fresh Food and Energy
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Wage inflation remains in the normal range
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BoJ: Foreign exchange intervention, monthly data, last observation is April 2024
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US inflation 1s sticky above the Fed’s 2% inflation target
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Core PCE inflation will remain high for the rest of 2024
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Reaccelerating economy could create another spike in inflation
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Fasier financial conditions point to a rebound in GDP growth
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USDJPY and US/JP 10s highly correlated
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Japanese long-term term interest rates remain very low
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Negative returns from holding JPY-hedged Treasury yields
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Bloomberg USDJPY 3m hedging costs

Dollar-hedging costs for Japanese investors
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Japan owns more than $1trn in US Treasuries, more than China
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Japanese investors have been net buyers of US Treasuries recently

$ bn, 3mma Japanese investors net purchases/sales: US bonds and notes $bn, 3mma
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Japanese investors buying foreign bonds

$bn Japanese investors net purchases/sales $bn
80 80
. US I Germany B France Italy UK —Total (3 mma)
60 60
Japanese investors
buying foreign bonds
40 9 TR 40
20 20
0 .I! ‘ I || |.| Y | 1 |=||| ! III. ! . | i 0
L | I||u|‘|'|' N ATl ‘|||' s
-20 -20
-40 : -40
Japanese investors
selling foreign bonds
-60 -60
(@) o oS — A [qV} eV} (ap] (e8] < < LN LN LN \e] O N~ N~ M~ oo oo (o)} (o)) o o o — — A A A o (ap]
T T TS T T OY YO OYOYTYOYTYYOYOYOLOYYTOYTOSTIOnoag g ag gogoa g ol
e c > = O O = O > B = o) C [ > = o O = O > B = o) C [ > = o O = O > 0+
o 5 O (] o -] O ] o 5 @)
T2 8L 48F0s2"I2EE"332022V22 3L 483F0

Source: Ministry of Finance Japan, Bloomberg, Apollo Chief Economist 25



APOLLO

I Trust banks B Trust accounts (OFC)

Japan: Flows into foreign bonds

N Banks

Japan: Net flows into foreign bonds: When US rates rise, Japanese investors sell US fixed income

Trailing 12m sums, $ bn

400

%]

—_

()

—

>

(%]

£

—_

Q

e

- e ——————
O e
- e s —

Lifers
—Fed funds rate (rs)

wv

c

—

=

t I T e —
c —————
) —
e —
S —_—
=

h wn —
=l —
- 5 —
= e
c = o
© ——————
c —

= £

5 @

29

-+

@)

300
200
100

€¢-2°d
ge-unr
¢¢-2°d
ce-unft
L Z-2°d
Le-unf
0¢-2=d
Oc-unr
6l-2°0
olL-unf
81-22d
gL-unr
L1-9°Q
Ll-unf
91-3=@
9L-unf
GL-2ed
gL-unfr
v1-2°d
rlL-unf
€l-2°d
eL-unf
¢l-2=d
clL-unf
L1-22d
LL-unf
0l-2°d
oL-unr
60-2°d
60-unf
80-2°d
80-unr
L0-3=d
LO-unf
90-2=d
90-unr
S0-2°d

26

Source: Bloomberg, Apollo Chief Economist



APOLLO

Foreign net purchases of Japanese bonds
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Japan government debt to GDP at 250%

Japan: General Government Gross Debt as % of GDP IME
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It Japanese interest rates go up it will create problems because of high debt to GDP
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The BoJ owns almost 60% of Japanese government bonds outstanding
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Japan has the largest positive NIIP in the world

Net international investment position by country
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(G4 central bank balance sheets
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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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Japan trade balance

Japan international trade balance

JPY bn, 12 month sum
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Tourism: International visitors coming back to Japan, partly driven by weak yen
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