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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 the
current judgment of the author as of the date indicated. They do not necessarily reflect the views and opinions 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”,
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project”, “estimate”, “intend”, “continue” or “believe” or the negatives thereof or other variations thereon or comparable terminology.



Overview and global backdrop
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10-year yields rising everywhere
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French spreads



French minus Germany at the widest level since 2012
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French 10-year yield now higher than Greece
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French spreads are now wider than Italy, Spain and Greece.
But lower than when the ECB has intervened in the past
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French spreads have disconnected from the euro
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The fiscal situation in France



France is the only G7 country with debt/GDP above pandemic levels

Change in general government gross debt to GDP, 2020 vs 2026 APOLLO
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Government debt rising for France
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Fiscal balances in the G7 countries
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Markets are pricing French bonds

10-year yield spread vs
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Foreign ownership of French bonds has been increasing

as the ECB has reduced holdings

French negotiable government debt by holder APOLLO
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The banking sector



Bank CDS spreads
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Bank CDS spreads

bps

bps
110

110

Deutsche Bank

---Credit Agricole

Societe Generale

——BNP Paribas

o
o
i

100

90

- = -Banco Santander

— Barclays

90

80

80

70

70

60

60

-

-

- T e e e T e e e e e e S TP G an e S ey = Em Ee En e =

50

50

40

40

9Z-120-90
9Z-120-%0
9Z-120-20
9¢-des-0¢
9¢-das-8¢
9¢-das-9¢
9¢-das-v¢
9¢-das-ze
9¢-dss-0¢
9¢-das-8T
9¢-das-9T
9¢-das-vT
9¢-das-¢T
9¢-das-0T
9¢-das-80
9¢-das-90
9¢-das-¥0
9¢-das-20
9¢-3nv-1¢
9¢-3nv-6¢
97-8nv-LT
9¢-3ny-S¢
9¢-3nv-€¢
9¢-3nv-T¢
9¢-3nv-6T
9¢-8nv-LT
9¢-3ny-G1
9¢-3nv-€T
9¢-3nv-T1
9¢-3nv-60
97-8nv-£0
9¢-3nv-50
9¢-3nv-€0

Source: Bloomberg, Apollo Economics



Furopean banks though are in the best health for
decades — unlike during the Eurozone crisis
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EURO STOXX Banks Index: Return on Common Equity
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French government bonds underpin roughly one-tenth
of the European repo market

European repo collateral by issuer APOLLO
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Policy options for the ECB



ECB reaction function in focus

Options for the ECB include: APOLLO

* Pause or slow QT.

* New or modified asset purchases.

Transmission Protection Instrument (TPI).

Outright monetary transactions (OMT).
The bottom line is that pressure on the French government and ECB is rising; the ECB is unlikely to step in until spreads and yield
levels pose a threat to financial stability.

The important thing to watch is whether the sell-off stays in France or spreads to the rest of the euro area.

Source: Apollo Economics



Market has reduced expectations of ECB hikes
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Market implied number of rate hikes in 2026 by the ECB
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ECB balance sheet

Eurosystem balance sheet APOLLO
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Conclusion



What we are watching
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Next French parliamentary budget debate is October 13

Will the French budget be passed, and with what revisions?

This will be the last budget before the French Presidential election in April 2027
Watch ECB communication/silence

US 10-year rate dynamics and energy prices

So far, the global macro backdrop is strong. But higher rates are slowing growth.
Any signs of weakness in the European business cycle would create additional
fiscal problems

Source: Apollo Economics
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