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The demographic story of the past few decades has been one of “greying” across developed market (DM) countries as 

increasing longevity and declining fertility lead to societal aging. However, far less attention has been paid to the looming 

demographic transition across emerging market (EM) countries, where populations are also set to begin aging rapidly. 

While “greying” reflects positive developments in human progress (i.e., people living longer and healthier lives), it also 

presents new policy challenges as smaller labor forces will be forced to support larger dependent populations. With the 

share of the EM population aged 65 and over expected to soar over the next two decades, we examine which EMs face 

the strongest demographic pressure as part of our ongoing research into the global shift in labor dynamics. 

 

While China captured headlines last year as deaths outnumbered births there for the first time in six decades, far less 

attention was paid to the “greying” of other EM countries where the share of the population aged 65 and over is projected 

to nearly double over the next two decades (Figure 1). 

FIGURE 1: DMs have Been Greying More Quickly, but the EM Transition Has Arrived (%) 

 
Source: World Bank as of May 2023. Note: DM average is calculated as the mean of U.S., Europe, Japan, Australia, and New Zealand. EM average 
is calculated as the mean of the 70 countries in JP Morgan’s Emerging Markets Global Diversified Index. 
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Demographic Pressures, Fiscal Trade Offs 

The “traditional” DM trajectory has been one of rising incomes accompanied by falling fertility and increased longevity. If 

fertility rates dip below the replacement level required for population growth, both the size of the population and of supply 

of workers will shrink (absent migration). Working age citizens are much more likely to participate in the labor force and 

pay taxes that fund social services. A smaller labor force implies lower tax revenue and stronger pressures on pension 

systems, healthcare spending, and ultimately government budgets. Without an increase in productivity, a smaller labor 

force cannot sustain the same level of economic growth. At the same time, this smaller labor force will be responsible for 

supporting a larger dependent population (children and elderly). All these dynamics add up to stronger fiscal pressure as 

social spending must increase amidst falling government revenue. 

Although EMs will remain “younger” in relative terms than DMs, they are set to experience rapid societal aging from much 

lower levels of wealth and financial resources. To investigate where these risks are most pronounced, we analyze EM 

countries’ dependency ratios.1 

We conduct our analysis on the credits included in the JP Morgan Emerging Markets Global Diversified Index, calculating 

the change in dependency ratios from 2023 to 2050 to understand how these metrics are projected to shift over the next 

two decades. A positive change means that the number of dependents in a country should increase relative to the size of 

the working age population. 

Next, we plot these changes in dependency ratios against debt as a share of GDP in 2023 (Figure 2). 

FIGURE 2: Demographics and Debt across EMs 

 
Source: PGIM Fixed Income, Macrobond, IMF, UN as of May 2023. 
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Countries in the top right quadrant have already high debt burdens and are projected to have growth in dependency ahead, 

setting them up for an increasingly precarious fiscal situation. China is in this quadrant. Countries in the top left quadrant 

face similar demographic pressures, but they are starting from much more favorable debt profiles, thus they have larger 

buffers to fund social spending. 

Kuwait stands out as a significant outlier but is not expected to face major financing difficulties in the future due to its small 

population and forward-looking fiscal stance that allows for an accumulation of assets in the country’s sovereign wealth 

fund. Furthermore, more immigration could lower the dependency ratio. 

More Older Adults than Children 

While informative, Figure 2 does not distinguish if an increase in the dependency ratio is because more children are being 
born (“greening”) or more adults are aging (“greying”). So, next we decompose the change in dependency ratios to 
understand if the young or old are driving the shift.  
In Figure 3 the green bars represent the projected change in the child population from 2023 to 2050 as a percentage of 
the 2050 working age population. The grey bars represent the same for the 65+ population. All EMs will be “greying” over 
the next two decades, as all have positive grey bars. However, only some EMs will still be “greening.” Uzbekistan and all 
the countries that fall below it are projected to see contractions in their child populations. 

From the chart we can see that a massive “greying” rather than “greening” is driving the growth in Kuwait’s dependency 
ratio. In fact, Kuwait’s child population is set to shrink over the next two decades, further pressuring its demographic profile. 

There are few countries in our sample where the child population is projected to grow. These “greening” EMs are heavily 
concentrated in Sub-Saharan Africa, with a few Central and South Asian additions. However, even within this small subset 
of “greening” countries, only about half have projected child population growth large enough to outweigh their “greying” 
population (i.e., Angola through Iraq). 
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FIGURE 3: Greying versus Greening (% 2050 Working Age Population) 

 
Source: PGIM Fixed Income, UN as of May 2023. 
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The Path Forward 

Demographic dynamics pose significant fiscal challenges for both “greying” and “greening” countries and this backdrop 

influences investment positioning and the types of risk assumed across portfolios. For the “greying” countries, especially 

for those countries with both high debt and high dependency rates, fiscal prudence, together with reforms, is warranted to 

ensure the sustainability of pension and health systems and to reassure long-term investors. For the “greening” countries, 

challenges are different: taking advantage of a rapidly growing young population requires investment in education and 

training in order to ensure the economic inclusion of young people, boost productivity, and achieve balanced growth. For 

countries with an already high debt-to-GDP ratio, though, fiscal space is limited and, unfortunately, fiscal allocations for 

education are often the first to be cut in pursuit of fiscal adjustment. For these credits, we believe that the engagement of 

official creditors and International Financial Institutions is crucial for both adopting the right policies and inducing investment 

to finance their growth. 

 

 

 

 

 

1. Defined by the United Nations as = {[The number of children (0–14 years old) & older persons (65 years +)]/The number 
of persons of working age (15–64 years old)} * 100. Population data are those of medium variant. 

  

 

 

 

 

The comments, opinions, and estimates contained herein are based on and/or derived from publicly available information 
from sources that PGIM Fixed Income believes to be reliable. We do not guarantee the accuracy of such sources or 
information. This outlook, which is for informational purposes only, sets forth our views as of this date. The underlying 
assumptions and our views are subject to change. Past performance is not a guarantee or a reliable indicator of future 
results. 
Source(s) of data (unless otherwise noted): PGIM Fixed Income, as of 6/21/2023. 
For Professional Investors only. Past performance is not a guarantee or a reliable indicator of future results and an 
investment could lose value. All investments involve risk, including the possible loss of capital. 
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留意事項  
 

※本資料はPGIMフィクト・インカムが市場動向に関する情報提供としてプロの投資家向けに作成したものです。PGIMフィクスト・インカムは、⽶国SECの
登録投資顧問会社であるPGIMインクの債券運⽤部⾨です。 
 
※本資料は情報提供を⽬的としたものであり、特定の⾦融商品の勧誘⼜は販売を⽬的としたものではありません。また、本資料に記載された内容等に
ついては今後変更されることもあります。 
 
※記載されている市場動向等は現時点での⾒解であり、これらは今後変更することもあります。また、その結果の確実性を表明するものではなく、将来
の市場環境の変動等を保証するものでもありません。 
 
※本資料で⾔及されている個別銘柄は例⽰のみを⽬的とするものであり、特定の個別銘柄への投資を推奨するものではありません。 
 
※本資料に記載されている市場関連データ及び情報等は信頼できると判断した各種情報源から⼊⼿したものですが、その情報の正確性、確実性につ
いて当社が保証するものではありません。 
 
※本資料に掲載された各インデックスに関する知的財産権及びその他の⼀切の権利は、各インデックスの開発、算出、公表を⾏う各社に帰属します。 
 
※過去の運⽤実績は必ずしも将来の運⽤成果等を保証するものではありません。 
 
※本資料は法務、会計、税務上のアドバイスあるいは投資推奨等を⾏うために作成されたものではありません。 
 
※当社による事前承諾なしに、本資料の⼀部または全部を複製することは堅くお断り致します。 
 
※“Prudential”、“PGIM ”、それぞれのロゴおよびロック・シンボルは、プルデンシャル・ファイナンシャル・インクおよびその関連会社のサービスマークであり、多
数の国・地域で登録されています。 
 
※PGIMジャパン株式会社は、世界最⼤級の⾦融サービス機関プルデンシャル・ファイナンシャルの⼀員であり、英国プルーデンシャル社とはなんら関係が
ありません。 
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