
Decomposing the Spread Premium 
in Private IG Corporate

Historically, Apollo-structured Private 
Investment Grade (IG) transactions have  
generated a Spread to Public (STP) 
premium of 150–300 basis points (bp) 
(Exhibit 1). This excess yield is not a 
function of higher credit risk, but rather a 
compensation for three distinct pillars of 
premium: Illiquidity, Structuring,  
and Origination.
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EXHIBIT 1: Private IG Corporate Has Historically 
Generated 150-300bp of Excess Spread
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Sources: Barclays Research, Bloomberg, Apollo Analysts

1. Liquidity Premium (~50–75bp)
Liquidity premium reflects the reduced tradability of Private 
IG transactions relative to public bonds of similar rating 
and duration. While this premium typically compresses for 
shorter-dated notes, we use the intermediate point of the 
curve as our primary benchmark. The components of this 
premium can be viewed through the tiered liquidity of the 
credit markets by drawing comparisons to securities with 
empirically observable pricing.

144A Securities are publicly issued but excluded from 
major indices typically utilized by investors. Despite having 
public CUSIPs and TRACE eligibility, the narrower buyer 
base creates a modest liquidity haircut resulting in a 5-15 bp 
spread premium (Exhibit 2).

EXHIBIT 2: A Narrower Buyer Base Contributes to  
Liquidity Premium in 144A and Other Private Securities
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�4(a)(2) Private Placements are often issued by smaller 
private entities in bilateral or club formats and typically 
include transfer restrictions that limit secondary trading. 
While historical averages have implied a spread premium of 
70bp versus comparable public bonds, recent compression 
has brought this closer to an average of 40bp, with a slightly 
higher premium for lower-rated credits. Exhibit 3 shows 

NAIC-1 and NAIC-2 spreads for the 4(a)(2) market. Using 
a reference point of 4Q 2025 NAIC-2 average spread at 
156bp, we can compare this against the average public 
credit BBB-index spread of 96bp for the same period, 
implying a 60bp premium. 

EXHIBIT 3: Restricted Transfers Help Keep Spreads on Private Placements Wider Than Public Securities Across 
the Cycle 
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2. Structuring Premium (~50–150bp)
Structuring premium reflects the complexity, bespoke 
disclosure and provision of issuer flexibility often 
incorporated into Private IG transactions. Many of these 
private issuances utilize bankruptcy-remote structures that 
rely on assets contributed by a corporate parent. While the 
credit profile of the issuing entity is often identical to that of 
the parent’s, underwriting the structure requires analyzing 
non-standard agreements. 

To illustrate this premium, we track the spread between 
one of Intel’s publicly issued bonds (INTC 5.15% 2034) and 
similar debt issued by an Intel-owned joint venture, Foundry 
JV HoldCo LLC (FABSJV 5.875% 2034). Notably, the FABSJV 
notes carry virtually identical credit risk to the comparable 
INTC debt, as the contractual cash flow required to support 
the joint venture is guaranteed by INTC and includes cross-
default provisions. Subsequently, the credit ratings for both 
entities have been equalized at BBB/Baa2.

While the credit profiles of INTC and FABSJV mirror one 
another, investment in the FABSJV entity still requires 
complex underwriting as its issued debt is not a 
simple obligation of the parent corporation (Exhibit 4). 

Consequently, the FABSJV note has traded at a persistent 
premium ranging between 40–70bp, compressing over 
time as investors have become more comfortable with the 
structure (Exhibit 5).

FIGURE 4: FABSJV Corporate Structure

EXHIBIT 5: Structuring Premium Contributes to Spread Differential Between Public Intel Debt and Private Debt 
from Joint Venture 

Sources: S&P Global, Apollo Analysts

Sources: Bloomberg, Apollo Analysts
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A second common contributor to the structuring 
premium is flexibility in terms, particularly for repayment 
or drawdown schedules typically tied to M&A or project 
financing. This enhanced call flexibility is often provided 
in the form of ability to defer coupon payments or 
amortization based on the economics of a specific project. 
We estimate that this optionality is priced at 25–100 bp of 
additional spread at origination, with the issuer receiving 
genuine refinancing flexibility and investors capturing it as 
incremental yield.

A single transaction may combine several of these 
features, compounding into a meaningful spread pickup 
versus public IG equivalents and underpinning the upper 
end of our estimated 50–150 bp range for the overall 
structuring premium.

3. Origination Premium (~50–100bp)
Origination premium is a direct benefit of Apollo’s scale and 
ability to bypass traditional intermediaries.

–	� Underwriting pass through (~15–25bp): By moving 
directly to the private market, issuers bypass the public 
syndication process. In a negotiated transaction, a 
portion of the saved gross underwriting fees (typically 
15–25 bp) is effectively reallocated to the lender as a 
wider spread. This is visible in SEC filings where disclosed 
underwriting fees can be compared against implied 
arrangement fees in the private market.

–	� Size/speed premium (~25–50bp): In the broadly 
syndicated market, larger transactions carry execution 
risk, especially when related to M&A or project-related 
financing. Apollo’s ability to “write the whole check” 
and provide certainty of capital is a high-value service. 
Issuers compensate for this surety with wider spreads, 
particularly on transactions involving full bilateral 
underwriting commitments.

Conclusion
In aggregate, the three components of 
Illiquidity, Structuring and Origination can 
contribute to a potential 150–300 bp of 
excess spread. While market conditions 
fluctuate, the structuring component 
remains the most durable, as it captures the 
value of specialized optionality and bespoke 
terms provided to the issuer.
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Important Disclosure Information
All information contained in this material is as of May 2026 unless  
otherwise indicated.

This material is for educational and discussion 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 are the views and opinions of 
Apollo Analysts. They do 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. Target 
allocations contained herein 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 herein should 
be taken as investment advice or a recommendation to enter into any transaction.

The Bloomberg US Corporate Index measures the investment grade, fixed-rate, 
taxable corporate bond market. It includes USD-denominated securities publicly 
issued by US and non-US industrial, utility, and financial issuers. The index 
includes securities with remaining maturity of at least one year.

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 
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. 
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 
(including but not limited to information obtained from third parties unrelated 
to Apollo), and expressly disclaims any responsibility or liability thereof. 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.

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. 

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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