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A Modern Liquidity Framework: Unlocking Value 
Through Private Investment Grade Credit

Across market cycles, investors have gravitated toward daily liquid cash 
instruments such as deposits, Treasury bills and money market funds for safety 
and flexibility. Much of this cash is often earmarked for future spending, 
strategic reserves, long‑term capital deployment and other needs that do not 
require the daily liquidity provided by these instruments.

As policy rates drift lower and public credit spreads remain tight (Exhibit 1), 
the opportunity cost of holding excess cash in traditional vehicles is rising. 
While money market funds and short‑term bonds remain essential for 
operating and reserve liquidity, these vehicles increasingly embed a “liquidity 
premium” — investors accept materially lower yields in exchange for daily 
liquidity they do not actually need.

This imbalance creates an opportunity to revisit the cash segmentation 
framework and introduce a distinct “strategic” or surplus tier that balances 
principal preservation, liquidity needs and enhanced return potential.

By integrating Private Investment 
Grade Credit (“Private IG”) as a 
new tier within a modern liquidity 
framework, investors are able to 
reduce the cost of holding excess 
daily liquidity, align cash more 
effectively with its intended use 
and meaningfully improve the 
efficiency of their overall portfolio. 
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Exhibit 1: Cash is Not “King”

Sources: Bloomberg, Apollo Analysts
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The Next Evolution 
A tiered framework for liquidity management has long helped 
investors align cash holdings with their intended use. While 
this framework has stood the test of time, the opportunity set 
available to the surplus tier has evolved meaningfully in recent 
years. Historically, public short-duration bond funds were the 
primary tool available for investors seeking incremental return 
over money market or equivalent strategies. Today, Private IG 
has matured into a distinct and scalable segment of the 
fixed-income universe that sits as a natural extension beyond 
daily liquid instruments and public bond ladders.

A modern approach to liquidity segmentation can organize 
capital into three buckets based on when dollars are actually 
needed (Exhibit 2):

•	 Tier 1: Operating Liquidity (Daily Needs)
Cash intended for immediate outflows, payments and 
treasury operations. Instruments include bank deposits, 
Treasury bills and money market funds.

•	 Tier 2: Reserve Liquidity (Weekly/Monthly Needs)
Capital earmarked for rolling reserves, risk buffers and 
known near-term obligations. Ultra-short-term public 
strategies and short-duration portfolios have traditionally 
played this role.

•	 Tier 3: Surplus or Strategic Liquidity (3-Month+ Needs)
Assets with modest liquidity needs, stable credit 
characteristics and a higher return objective. Historically 
addressed through public short-duration strategies, this tier 
now includes Private IG, which can offer enhanced yield 
while still maintaining credit quality.

Exhibit 2: A Three-Tiered Framework for Liquidity Management

Source: Apollo Analysts

TIER 1
Operating Cash

TIER 2
Reserve Cash

TIER 3
Strategic/Surplus Cash

Time Horizon Daily Weekly/Monthly 3-Month+

Objective Certainty of access; 
Yield is secondary

Modest yield enhancement over cash 
with very low duration

Highest yield while maintaining capital 
preservation

Role •	 Immediate spending
•	Emergency funds

•	Planned disbursements
•	Rolling reserves

•	Strategic balances 
•	Fund capital calls

Cash settlement Same day/overnight 1–30 days 45–60 days

Investment options •	Bank deposits
•	Money Markets

•	Certificates of Deposits (CDs)
•	Ultra Short Fixed Income
•	Short-term fixed income

IG Short Duration

Illustrative yield < 4% 3–5% (Cash +100-150 bps) 6–7% (Cash +150-300 bps)

Consideration •	Daily liquid with stable NAV •	Excess yield vs. cash; Still high average 
credit quality 

•	Access to Private IG with monthly 
liquidity redemption option

•	150-200 bps incremental yield due to 
complexity and origination premiums

•	Maintain high credit quality at all times
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Why Private IG Can Function Well as a 
Surplus-Tier Allocation 
Private IG has evolved significantly over the last decade.  
Once anchored in corporate private placements, the market 
now includes a much broader opportunity set that spans 
corporate credit, asset-backed finance and structured 
solutions. Larger transaction sizes, more standardized 
documentation, increased participation from banks and 
intermediaries, and the emergence of dealer-supported 
pricing have all contributed to a more tradable and 
transparent market. Semi-liquid structures have also improved 
access, enabling investors to allocate to Private IG without 
locking up capital for years at a time. 

As Private IG has expanded, its combination of high-quality 
credit exposure, stable income and measured liquidity has 
made it an effective complement to public IG and well suited 
to a surplus-tier mandate. The asset class is characterized by 
investment-grade equivalent credit quality, often supported by 
structural protections such as collateralization, conservative 
underwriting and covenants designed to preserve seniority. 
Private IG strategies frequently maintain short effective 
duration or floating-rate exposure, enabling them to navigate 
shifting rate environments with limited sensitivity. Just as 

important, they provide access to parts of the credit market 
that are more complex to originate or less intermediated, 
creating opportunities to earn yields above those available  
in comparable public markets.

These strategies typically target mid- to high single-digit 
yields, exceeding traditional money market or public short-
duration options by roughly 150 to 300 basis points (Exhibit 3). 
The additional return reflects complexity and origination 
premia rather than a meaningful increase in credit risk. Private 
IG transactions have historically exhibited low default rates 
and stronger recoveries than comparable public bonds. 
Through diversification across corporate and asset-backed 
exposures, the category aims to deliver high-quality income 
while maintaining capital stability.

Periodic liquidity also aligns naturally with the role of surplus 
capital. Monthly redemption windows provide practical  
access without imposing the cost of daily liquidity. For many 
investors, these intervals match the cadence at which strategic 
cash is deployed or rebalanced. While Private IG does not 
function as a substitute for operating cash, it can provide 
liquidity that is usually more than sufficient for the majority  
of surplus-tier use cases, particularly for investors with 
predictable cash-flow cycles.

Exhibit 3: Private IG Can Offer Enhanced Yield Relative to Comparable Public Markets
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Data as of October 31, 2025. IG Short Duration Private ratings are based on the underlying investment ratings using S&P, Kroll, Moody’s and Apollo Analysts. Future 
results may vary substantially. Sources: Apollo Analysts, Barclays, ICE BofA, Pension & Investments
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The Bottom Line 
As Private IG becomes a more transparent, liquid and widely 
adopted segment of the market, we see it emerging as a 
valuable addition to existing tools to strengthen the overall 
architecture of liquidity management. Incorporating Private IG 
can help allocators improve the efficiency of their liquidity 
stack by preserving the safety and flexibility of operating cash 

while unlocking additional value from dollars that do not 
require immediate deployment. For investors navigating 
today’s world of declining cash yields, this evolution creates a 
timely opportunity to reposition surplus capital in a way that 
can enhance both return potential and portfolio resilience. 
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Important Disclosure Information

All information contained in this material is as of January 2026 unless 
otherwise indicated.

This material is for informational purposes only and should not be 
treated as research. This material should not be copied, distributed, 
published, or reproduced, in whole or in part, or disclosed by any 
recipient to any other person 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 may not 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 in this material 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 in this material should be 
taken as investment advice or a recommendation to enter into  
any transaction.

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 in this material 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 in this material is presented as of the 
dates indicated. This material is not complete and the information 
contained in this material 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 in this material (including but not limited to information 
obtained from third parties unrelated to Apollo), and expressly 
disclaims any responsibility or liability thereof. The information 
contained in this material 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 in this material, 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 in this material 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.

The Standard & Poor’s 500 Index (S&P 500) is a market-capitalization 
weighted index of the 500 largest US publicly traded companies and 
one of the most common benchmarks for the broader US equity 
markets. Index performance and yield data are shown for illustrative 
purposes only and have limitations when used for comparison or for 
other purposes due to, among other matters, volatility, credit or 
other factors (such as number of investments, recycling or 
reinvestment of distributions, and types of assets). It may not be 
possible to directly invest in one or more of these indices and the 
holdings of any strategy may differ markedly from the holdings of 
any such index in terms of levels of diversification, types of securities 
or assets represented and other significant factors. Indices are 
unmanaged, do not charge any fees or expenses, assume reinvestment 
of income and do not employ special investment techniques such as 
leveraging or short selling. No such index is indicative of the future 
results of any strategy or fund.

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.

References to downside protection are not guarantees against loss 
of investment capital or value.

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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