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Are stock markets driven by baby-boomers 
first saving for retirement, and then retiring?
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Are Japanese equities driven by demographics?
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Why are demographic trends relevant for investors?y g p

Demographic trends have implications for:
1. Productivity/Potential growth rates (how many in the “young”

productive generation relative to the “old” generation)
2. Tax revenues and expenditures and hence budget balances (bigger2. Tax revenues and expenditures and hence budget balances (bigger

government sector often needed for larger older generations)
3. Design of the government sector (more resources toward health

care/medical spending etc)care/medical spending etc).
4. Patterns of consumer spending (fewer “young” consumers)
5. Population age structure is important; demand for assets forp g p ;

retirement savings (“young” generations are savers)
6. Migration patterns can be important for wage determination (for

example migration from rural to urban areas tends to putexample, migration from rural to urban areas tends to put
downward pressure on wages)
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Japanese population age structure changing rapidly
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Chinese population age structure also 
becoming more “top-heavy”
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US population age structure changing much less
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Better to be below this trend line

OECD countries, 2010-2030 (projected, medium 
variant)
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Baby- and echo-boomers are important cohorts

Births by generation
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Labor force shrinking in Japan

Cumulative labor force growth (age 15-64)% %
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World population reaching close to 10bn in 2050

World population
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World population growth slowing

Growth rate in population: World
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Percentage of Global population by region and 
country in 2010 and 2050

2010 2050

More developed world 17.9% 13.9%

L d l d ld 82 1% 86 1%Less developed world 82.1% 86.1%

Least developed world 12.4% 18.3%

India 17.6% 17.6%

China 19 6% 15 5%China 19.6% 15.5%

USA 4.6% 4.4%

Brazil 2.8% 2.4%
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Brazil, India, and Russia have experienced 
significant moves in total fertility rates

Total fertility rate (number of children per woman)
1950 Latest

Germany 2.2 1.4

United Kingdom 2.2 1.9

France 2 7 2France 2.7 2

Italy 2.4 1.4

Japan 3 1.4

United States 3.5 2

South Korea 5.1 1.2

OECD average NA 1.7

India 5.9 2.7

Russia 2 9 1 5Russia 2.9 1.5

Brazil 6.2 1.7

South Africa 6.5 2.4
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Fertility rates converging

Births per woman
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Urbanization rate in EM still well below G7 levels

Urbanization rates since 1800

% of total 1800 1890 1950 2010%
population

United Kingdom 20.3 61.2 79 79.6

Germany 5.5 28.2 68.1 73.9

Italy 18 3 21 2 54 1 68.4Italy 18.3 21.2 54.1 68.4

France 8.8 25.9 55.2 85.3

Chi 3 8 4 4 11 8 49 9China 3.8 4.4 11.8 49.9

Japan 12.3 16 34.9 66.8

India 3.4 5.4 17 33
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Urban population growing more slowly in China and 
Brazil but still growing faster in India and Russia

Annual rate of change in percentage of urban population
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Old-age dependency differs significantly across countries…

Old-age dependency in 2050: 
population aged 65+ as a share of population p p g p p
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…and the country ranking has changed little since 2000

Old age dependency ratio
% %
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The “graying” of the OECD area 

Population in the age group 60+
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OECD more gray than EM

Population greater then 65 years
% %
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Pensions/PreparednessPensions/Preparedness
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Pension fund performance in 2008 and 2009

Nominal net investment return on pension funds in 
selected OECD countries
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Some countries are more prepared than others

Pension funds as % of GDP

7 5
7.3

5.2
4.1

2.2

MEX
NOR
GER

ITA
KOR

13 5
13.4

11.8
8.4
8.1
7.5

POL
POR

NZ
SWE
SPA
MEX

65 1
62.9

46.8
44.1
43.3

13.5

CHIL
CAN

ISRA
IRE

DEN
POL

129 8
118.3

82.3
76.8

67.7
65.1

NETH
ICE

AUS
FIN

U.S.A
CHIL

129.8

0 50 100 150

NETH

% of GDP

Deutsche Bank 24Torsten Slok, torsten.slok@db.com +1 212 250-2155 Source: OECD, DB Global Markets Research



Pension fund asset allocation differs 
significantly across countries

Asset allocation of public pension reserve funds in 
selected OECD countries in 2009

Cash deposits Fixed income
Structured products Loans
Equities Land and buildings

100

% of total 
investment

100

% of total 
investment

Total private investment funds Other investments

60
80

60

80

0
20
40

20

40

-20
0

us
tra

lia

Be
lg

iu
m

C
an

ad
a

Fr
an

ce

Ire
la

nd

M
ex

ic
o

N
ew

Ze
al

an
d

N
or

w
ay

Po
la

nd

Po
rtu

ga
l

Sp
ai

n
U

ni
te

d
St

at
es 0

Deutsche Bank 25Torsten Slok, torsten.slok@db.com +1 212 250-2155 Source: OECD, DB Global Markets Research

Au B C M Z N P



Demographics projected to put pressure on home prices going 
forward in English-speaking countries

Demographic impact on home prices 
% %
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Regulatory Disclosures
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Risks to Fixed Income Positions

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay 
fixed or variable interest rates. For an investor that is long fixed rate instruments (thus receiving these cash flows), increases in 
interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the 
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to 

i B t t t i dit thi li t t ti l ti (i l di h i treceivers.  But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets 
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency
conversion, repatriation of profits and/or the liquidation of positions), and settlement issues related to local clearing houses are 
also important risk factors to be considered. The sensitivity of fixed income instruments to macroeconomic shocks may be 
mitigated by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates – these are 
common in emerging markets. It is important to note that the index fixings may -- by construction -- lag or mis-measure the 
actual move in the underlying variables they are intended to track The choice of the proper fixing (or metric) is particularlyactual move in the underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly 
important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate 
reference index) are exchanged for fixed coupons. It is also important to acknowledge that funding in a currency that differs
from the currency in which the coupons to be received are denominated carries FX risk. Naturally, options on swaps 
(swaptions) also bear the risks typical to options in addition to the risks related to rates movements. 
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