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The world is ageing at

an alarming rate!

by Avien Pillay

World population growth, 1700-2100
M Annual growth rate of the world population !

A World population

Figure 1: World Population growth, 1700-2100 (Source' ourworldindata)

In 1963, the world population growth rate peaked at
2.3%. This growth rate has been declining since then
and is expected to go negative by 2086 - the number
of deaths is expected to exceed the number of births.
At this point, the global population is forecast to peak
at 10.43 billion. At a glance, a slow or negative
growth rate does not seem like a big problem, or one
that we need to be concerned about any time soon -
after all, we are very concerned about over-

population.

The problem is that this population growth to 2086
is sustained largely by less developed countries with
a less skilled workforce. The working age-population
from these high population growth-countries will not
provide a reasonable match for the decline in skills
in the more developed countries. This will impact

global output and global growth!

The most concerning developed countries

Europe and Japan have been a concern for some
time and have been early entrants to the “ageing
population list”. Post the end of the Second World
War, Japan recorded a very high rate of population
growth driven by migration and childbirth. Growth

started to slow towards the end of the last century.
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Table 1: Top 50 Countries with the Largest Percentage of Older Adults In the US, the percentage of pe0p|e over 65 is 0n|y
(Source PRB)
expected to exceed 20% by 2030, so they seem to

be safe relative to some of the other countries that
65+ POP. TOTAL

LRl LS L are ranked higher up on the list. However, because

COUNTRY

they have a population of 345 million, they have

1 Japan 28.2 50 34 16 35.58 126.18

already exceeded Japan in terms of sheer number of
2 Italy 22.8 49 35 16 13.76 60.34

- people over 65. The US has also recorded one of the

3 Finland 21.9 58 30 12 1.21 5.52

highest growth rates in the plus 65 category over the
4 Portugal 21.8 51 35 14 2.24 10.27

last 15 years. Between 2010 and 2020, the number
5 Greece 21.8 48 35 17 2.33 10.70

of plus 65s increased by over 36% - this rate is
6 Germany 21.4 47 39 14 17.78 83.10 o

expected to exceed 30% from 2020 to 2030. This is
7 Bulgaria 21.3 59 31 9 1.49 6.98 “ ”

the result of the so called “"US babyboom era” we
8 Croatia 20.4 54 34 12 0.83 4.05 .

have heard about for some time.
9 France 20.3 54 29 17 13.16 64.83
10 Latvia 20.3 50 36 15 0.39 1.91

Now also a big problem in the emerging

markets.
Japan has secured the top spot in the above table of

countries with the highest percentage of over 65s,

Table 2: Year of BRICS country reaching "Ageing" thresholds (source"

and gauging from the difference between the first Welthungerhilfe)
and second position, it does not look like they will Country NI Year Time
lose this position anytime soon. At almost 35.6 7% aged 65 reaching Gap
million, Japan also has the highest number of people EETE e T DR )
. . . (‘ageing') 65 years &
in this category. Despite the numerous attempts to . .
over ('aged')

reverse the problem by increasing the birth rate, Brazil 2011 2033 22
none of these countries of concern have managed to Russia 1967 2017 50
meaningfully reverse the ageing of their population. | India 2023 2048 25 |

China 2001 2023 22

From 2008 to 2023 (latest number), Japan has | SouthAfrica 2030 2059 2 |

experienced 15 straight years of population declineii.
In 2023, Japan recorded the lowest birth rate at 730
000 newborns and the highest death rate at 1.58m.

The title of the article that this table is extracted from
is “Poor and also ageing - demographic change in
BRICS states”. This is indeed a very concerning

The other nine positions are occupied by countries in

article given that it highlights the problem that these
Europe, and three of the four biggest economies in rucie giv 't highllg Pr

. emerging markets face - they will struggle to sustain
Europe have secured a spot on the top 10 list. ging 4 99
their ageing population given limited time frame to
increase wealth levels. Two of the biggest emerging
A US problem too!
markets (China and Russia) have already crossed
752 789 the “14% 65 years and over” threshold and Brazil,
80 '

69,4
| which is the fifth most populated emerging market,

60 53,2
50 39,471
40 31,1 34,7

0 o 25,6
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is expected to cross this threshold in eight years. EM
countries need to grow faster than the developed
world to bridge the gap in income levels. An ageing

problem makes this task a lot more unattainable.

Figure 2: U.S. population older than 65 years (source researchgate)
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The global economy needs to adapt

The retirement age is expected to continue to
increase. The official retirement age in most
countries ranges between 60 and 65. Iceland, Israel
and Norway have the highest retirement age at 67V..
Given the rate at which the population is ageing in
several countries, it is not inconceivable that the 60
to 65 band shifts by five or more years. Increasing
the retirement age is a very unpopular move, and
this generally results in a lot of back-lash from the
electorate as has happened in France in 2023, but
there are limited options to deal with a declining

work force.

Companies need to become accustomed to

working with an older work force

Currently, very few companies employ people over
65. This would become a lot more common in the
future. Given no or limited data on productivity levels
with an older workforce, it is not clear what impact
this will have on productivity. On the one hand you
have a more experienced employee, but this needs
to be offset against higher incidence of illness and
possibly lower motivation given the already higher

level of income and lower incidence of dependents.

A shift in immigration policy

There are very few countries that are open to
immigration. This will certainly need to change. As
shown in the graph below, the distribution of the
population is expected to change materially between
2025 and 2100. As the size of the labour force
decreases in certain markets, we expect a bigger
shift from Africa and Asia to these countries.
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Figure 3: Population growth by world region (source"’ ourworldindata)

It's not all bad news

As people age, their wealth levels increase. From the
table below, you see that the median/average net
worth for a 65-74-year person is approximately 10
times that of a person less than 35 (US). Plus 65-
year-olds don’t have kids to support and can typically
spend more on “nice-to-haves”. This is great for
consumer companies, especially those targeting

wealthier consumers.

Table 1: 2022 Survey of Consumer Finances (source" Welthungerhilfe)

Age Range

Average Net Worth Median Net Worth

20-24 $120,896 $10,800

‘ 25-29 $120,185 $30,160 ‘
30-34 $258,073 $89,801

‘ 35-39 $501,289 $141,200 ‘
40-44 $390,718 $134,730

‘ 45-49 $781,928 $212,800 ‘
50-54 $1,182,532 $272,800

‘ 55-59 $1,442,075 $320,700 ‘
60-64 $1,675,214 $394,010

‘ 65-69 $1,836,884 $394,300 ‘
70-74 $1,714,085 $438,100

‘ 75-80 $1,630,969 $316,000 ‘




@
E/ CELSIA

A big beneficiary of the ageing trend

Healthcare spending is projected to grow faster than the
economy over the next decade
Annual Growth Rate (%)

Actual | Projected

Healthcare Spending

2012 2016 2020 2024

ement and Budget, and Centers for Medicare and
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rPETERSON

OUNDATION

Figure 4: Healthcare Spending (source™ pgpf)

One of the biggest beneficiaries of an ageing
population is the healthcare sector. A person over 65
spends about 2 2 times that of a working age person
on healthcare, and five times that of a child.

According to the Centers for Disease Control and
Prevention (CDC - Feb 2024), 42% of the US
population have two or more chronic diseases.
Chronic diseases are more prevalent among older
people and this number is expected to increase as
the population ages. Currently, the US spends 90%
of its healthcare budget managing chronic and
mental health illnesses (CDC). The US spend on
healthcare is expected to grow faster than GDP and
grow from the current level of 17.6% to 20% of GDP
by 2032x.

The world is ageing, and the rate of change has
gathered pace over the last 15 years. A developed
world problem has now also engulfed the emerging
markets. Whilst we do expect the transition to be
challenging, we believe that the world will adapt to
the shift in population demographics. As investors,
we need to be mindful of these changes and ensure

that our portfolios reflect this new dynamic.
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Excelsia Capital Proprietary Limited (Registration No. 2015/131328/07) is an authorised financial
services provider in terms of the Financial Advisory and Intermediary Services Act 2002 (FSP No.
46756). Excelsia Capital is not authorised to and does not provide financial advice. Accordingly, all
information contained in this newsletter should not be construed, or relied upon, as advice. Any
representation or opinion is provided for information purposes only. Excelsia Capital does not
undertake to update or amend the information on an ongoing basis or to advise any person if such
information subsequently becomes inaccurate. It is not intended to create, and shall not be capable
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Given that value of investments will fluctuate over time and that past returns may not be indicative
of future returns, an investor should seek independent professional financial, legal and tax advice
relevant to their individual circumstances before making any investment decision. The validity and
accuracy of any illustrations, forecasts or hypothetical data are not guaranteed and are only provided
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