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F U N D A M E N TA L S
End of the baby boom
The retirement of baby boomers is having a negative impact on economic growth.
This is bad news for the return on risky assets and applies downward pressure on
interest rates.
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Immigration is also an issue in
the

US,

with

Figure 1 – Delayed retirement is boosting the UK labour force,
but this could be offset by reduced immigration

President Trump

promising to “build a wall” on the
southern border and an “America
UK, we find immigration has made
a significant boost to the labour
force of around 0.4% per year. But
unlike the UK, there has been no
increase in the participation rate
of elderly workers because the US
doesn’t have a formal retirement
age. We estimate that the US
productivity-adjusted labour force

UK productivity-adjusted labour force
% change on a year earlier (smoothed)

first” approach to jobs. As with the
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US demographics are expected to
deteriorate by at least 1% per year

Figure 2 – US labour force is slowing sharply as baby
boomers retire, particularly if Trump reduces immigration

and contribute nothing to economic
growth (Figure 2).
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What about investing in countries
with stronger demographics, such
as India or Nigeria? In theory, this
would boost returns for investors.
But as previously discussed, it’s
not just the number of fishermen
that matters, but also whether
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