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Ageing population: challenge for societies,
opportunity for companies

By Mattia Scabeni, Fund Manager, Generali Investments and Jean-Marc Pont, Investment Specialist, Generali Investments

The ageing of the population: under pressure
More and more of us are getting older... A fact of life
but the stark reality is that this long term demographic
shift is inevitable and is already putting a great strain on
our societies and economic models.

Indeed, while the world population will grow in the
future decades, to probably reach 10 bn by 2050, the
population aged above 60 years will grow faster and
will double by 2040". The share of
the overall population aged 60 and
above will also rise from around 11%
(0.7 bn) to circa 17% in 2040 (1.7 bn).

global GDP over the foreseeable future, though this
growth could still be underestimated by the market
consensus.

Germany and Italy (along with Japan) have the high-
est median age in the world and the trend is still accel-
erating. It is therefore natural for a European asset man-
ager to consider this theme and the attached investment
opportunities.

Fig 1: Share of total income earned by people aged 60+

=Aged 60+ share of income in 2005 (%) =Aged 60+ share of income in 2020 (%)

The drivers behind this increase Sweden
Finland
are well documented: Belgium
. v France
e Increased life expectancy (or “lon- Japan
. G
gevity”) — as more and more people United Kingdom
5 Norway
hve longer Netherlands
e Lower birth rates — especially in Russia
. Spain
European developed economies, be- taly
United States
low the replacement rate. Denmark
Romania

The pressure on social and eco-
nomic models is mounting and the
capacity of economies to bear the re-
lated costs is seriously undermined.

State-run healthcare systems in
developed countries, inherited from
a post-World War 2 era, are run-
ning out of “steam”. They struggle
to financially support and cater for
a growing percentage of their popu-
lation becoming older and subject to
more frequent ailments.
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Fig 2: Our three investment methods
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the seams, with a gradual transfer
of liabilities and risks to individuals
(Defined Contribution schemes re-
placing Defined Benefit schemes in the UK for instance).
However, though the above macro level picture
might look grim, we should not forget that individu-
als reaching their later years have a very different per-
spective on things: as they live longer, they want to be
healthier for longer, entertain themselves, consume dif-
ferently and, importantly, have the financial means to
do so — especially in developed European economies.
The “Grey power” is a growing force to be reckoned

with.

A major demographic shift presenting new
investment opportunities
The ageing of the population opens up new opportu-
nities for companies exposed to this theme, often de-
scribed as the “silver economy”.

Indeed, companies actively and substantially ex-
posed to the theme will grow faster than nominal
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Furthermore, European companies will benefit from
this investment theme beyond Europe as, for some spe-
cific sectors (healthcare, consumer staples for instance),
more than 60% of their revenues are generated outside
Europe®.

For investors wanting to tap into the opportunities
offered by a growing older segment of the population
with specific needs (healthcare) and expectations (in
terms of consumption and financial autonomy), the
question is then how to access these investment oppor-
tunities.

Generali Investments, the investment management
company of Generali Insurance Group, is more than
aware of this theme considering our Group’s core ac-
tivities: life insurance, pensions & retirement products,
longevity risk... and proposes a new investment strat-
egy to benefit from this theme, through a new UCITS
fund: GIS SRI Ageing Population.

Generali Investments’ new thematic approach
Generali Investments developed a new and innova-
tive investment strategy, with a focus on the European
stocks exposed to the theme of the ageing population,
through 3 key investment pillars, see Figure 2.

The investment team performs, via a top-down ap-
proach, a thematic screening to identify the level of
companies’ exposure to the 3 investment pillars and a
quantitative screening to select top-quartile companies
within the themes, based on various financial metrics
focusing for instance on:
¢ Solid top and bottom line growth
e Cash generation
e Strong and improving return on capital
e Shareholder value

In addition to the thematic approach, the selected
stocks are fully SRI (Sustainable Responsible Invest-
ment) compliant, as the investment team only applies
the above thematic screening to a universe already
screened by our team of SRI analysts, based on ESG
(Environmental, Social and Governance) criteria and
risks, such as:

* Reputation

* Regulatory pressure

e Carbon footprint

* Competitive advantage

We indeed believe that our SRI approach, applied to
companies which are exposed to this particular theme,
brings an additional value when assessing their business
models, strategies and senior management’s decisions.

The GIS SRI Ageing Population fund’s investment
strategy is about investing in sound companies, with
sustainable business models and strategies over time,
which benefit and will continue to benefit from this sec-
ular trend, delivering returns above expectations along
the way.

FOOTNOTES

(1) Source: Population Division of the Department of Economic and
Social Affairs of the United Nations Secretariat, World Population
Prospects: The 2012 Revision
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Generali Investments (Gl) is the main asset manage-
ment arm of Generali Group, one of the largest and
most respected insurance companies in the world
with over 180 years of providing a solid, stable and
highly professional service. With AUM of €374 bil-
lion Gl is one of the leading European asset man-
agers recognised for delivering consistent results
through proven risk-based investment solutions.
Active internationally with a strong European pres-
ence, Gl operates out of 3 main hubs: Germany, Italy
& France, with a team of 412 customer-focused ex-
perts with deep knowledge of local markets and as-
set classes. (Data as at 30.06.2015, source Gl)
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