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In a deeply uncertain world, there is one certainty. Young, booming populations in 
emerging markets (EM) have started outpacing those in aging, rich countries and might 
provide just the opportunity needed to fill job openings, support growth and even—
finally—overcome the barriers that are keeping capital from flowing towards EMs. These 
accelerating and diverging trends will likely result in a shortage of workers in advanced 
economies, forcing firms to find workers and support growth in poorer, less-developed 
but younger regions. If older, wealthy countries need higher returns for their retirements 
and more workers to employ, and dynamic emerging economies need more capital to 
grow, perhaps at long last there’s a deal to be done.  

U.N. POPULATION PROJECTIONS, Y/Y% 

Source: Our World in Data and the United Nations. As of February 22, 2022. 

Younger, Fast-Growing EM Populations will Account for More of the Global 
Potential Labor Force 

Developing economies will make up an increasingly greater share of the world’s potential 
workforce. Projections from the United Nations suggest that, by 2042, less-developed 
regions (excluding China) will account for 70% of the world’s working age population 
between the ages of 25-64, compared with just 56% in 2010. 
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POPULATION PROJECTIONS, AGES 25-64 

Source: Our World in Data and U.N. As of February 22, 2022. 

The average global fertility rate in 2019 was almost double in low-income countries, at 
4.6, what it was in high-income countries.1 Meanwhile, those age 65 and over comprise a 
much larger share of developed countries’ populations. This means that developed 
countries will see a much smaller replacement rate, so these diverging trends between EM 
and Developed Market (DM) demographics are set to accelerate. 

SHARE OF TOTAL POPULATION BY AGE, 20201 

Source: World Bank. As of February 22, 2022. 

Meanwhile, Aging DM Populations will Likely Lead to Worker Shortages 

Headlines over the past year have highlighted shortages of workers in the U.S. and U.K., 
and population trends will likely exacerbate these strains in the future. As populations 
age and birth rates continue to fall, companies will need to look elsewhere to find 
workers. 

A 2021 study by the Center for Global Development calculated that, without immigration, 
high- and upper-middle income countries will need an additional 667 million people 
between the ages of 20-64 to maintain the same dependency ratio in 2050 that they had 
in 2020. Meanwhile, low- and lower-middle income countries would have 463 million 

1 https://www.cgdev.org/publication/global-mobility-confronting-world-workforce-imbalance 

https://www.cgdev.org/publication/global-mobility-confronting-world-workforce-imbalance
https://www.cgdev.org/publication/global-mobility-confronting-world-workforce-imbalance
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more people in this age group than are needed to keep their dependency ratios constant 
over the same time period. 

Mass immigration is an unlikely solution, particularly as political pressures lead more 
countries to turn inward and attitudes towards immigrants in many developed countries 
have been less welcoming in recent years. Companies in developed regions may just have 
to look beyond their borders to find workers and support economic activity at home.  

 Obstacles to Tapping into Developing Markets Growth 

This is no easy task. Firms that engage with workers in less-developed economies will 
have to confront and address governance challenges, burdensome business climates, and 
unfamiliar regulatory environments. Employers will need to offer higher wages to attract 
and hire workers in developing countries. Education and skill levels also differ between 
and even within countries. All of these are reasons why advanced economies’ corporates 
will likely find themselves making significant investments in less-developed economies to 
find, train, and pay the workforce they need to span a more global footprint.  

Overcoming these hurdles would raise standards of living in developing countries, and 
rising incomes could support greater demand for housing, consumption, infrastructure, 
and technology. Meanwhile, these workers would also support growth and businesses in 
developed economies, as well as deliver higher returns on capital. 

While theory has long suggested that capital should flow from rich to poor countries, so 
far this has not been the case in practice. Some possible reasons include:2  

 Governance challenges, burdensome business climates, and less-competitive
markets that create greater challenges for companies.

 Unfamiliar regulatory environments that add uncertainty and costs.
 A skills mismatch in less-developed economies makes it harder to fill the needed

jobs without more investment.
 Central banks in developing countries have accumulated reserves to cushion the

shocks of global financial crises.

Another reason may be that friction in either financial or goods markets prevents net 
capital transfers. Nicholas Ford and Charles Yuji Horioka3 argue that net flows of capital 
cannot take place with transfers of financial capital alone, unlike gross flows of capital. 
Rather, they argue that net capital flows can only be achieved if global goods markets are 
also integrated. However, frictions in the global goods market have obstructed the net 
flow of capital. 

Is Now the Moment? 

If the imperative to expand workforces globally is strong enough, given the diverging 
demographic trends, could this be the catalyst to help reverse the capital flows 

2 https://carnegieendowment.org/2011/06/23/capital-flow-conundrum-pub-
44798#:~:text=Economists%20and%20policy%20makers%20alike,simplistic%3B%20it%20is%20also%20dangerous 
3 https://www.nber.org/system/files/working_papers/w22081/w22081.pdf 

https://carnegieendowment.org/2011/06/23/capital-flow-conundrum-pub-44798#:~:text=Economists%20and%20policy%20makers%20alike,simplistic%3B%20it%20is%20also%20dangerous
https://www.nber.org/system/files/working_papers/w22081/w22081.pdf
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conundrum and encourage companies and investors to target goods and infrastructure in 
developing countries? 

Moreover, tapping into global labor forces provides opportunities for investment, such as 
education and upskilling workforces abroad, particularly given rapidly advancing 
technologies that would allow some of this to be accomplished remotely. However, if 
businesses in developed economies fail to find innovative ways to expand, upskill, or 
automate their workforces, they will face a future of tight labor markets, rising wages and 
slow growth given demographic trends. 

Despite calls for countries to be self-sufficient in the wake of the pandemic and amid 
rising populist pressures, the global economy remains deeply interconnected—as today’s 
oil markets remind us. With growth in developed market labor supply set to slow, 
younger and more dynamic populations in emerging markets provide new opportunities.  
Of course, some countries will be easier to tap into than others and there will be plenty of 
challenges on the way. But the logic of global demographic trends means that investors 
may have no other choice than to try. 
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IMPORTANT INFORMATION 

Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to 
change without notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the 
future or likely performance. Investment involves risk. The value of any investments and any income generated may go down 
as well as up and is not guaranteed. Past performance is no indication of current or future performance. PAST 
PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio 
compositions and or examples set forth in this document are provided for illustrative purposes only and are not indicative of 
any future investment results, future portfolio composition or investments. The composition, size of, and risks associated with 
an investment may differ substantially from any examples set forth in this document. No representation is made that an 
investment will be profitable or will not incur losses. Where appropriate, changes in the currency exchange rates may affect the 
value of investments. Prospective investors should read the offering documents, if applicable, for the details and specific risk 
factors of any Fund/Strategy discussed in this document. 

For Professional Investors/Institutional Investors only. This document should not be distributed to or relied on by 
Retail/Individual Investors.  

Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, 
Barings Japan Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers 
Limited, Baring International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE 
(Taiwan) Limited, Baring Asset Management Switzerland Sàrl, Baring Asset Management Korea Limited, and Barings 
Singapore Pte. Ltd. each are affiliated financial service companies owned by Barings LLC (each, individually, an "Affiliate"), 
together known as "Barings." Some Affiliates may act as an introducer or distributor of the products and services of some 
others and may be paid a fee for doing so. 

NO OFFER: 

The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial 
instrument or service in any jurisdiction. The material herein was prepared without any consideration of the investment 
objectives, financial situation or particular needs of anyone who may receive it. This document is not, and must not be treated 
as, investment advice, an investment recommendation, investment research, or a recommendation about the suitability or 
appropriateness of any security, commodity, investment, or particular investment strategy, and must not be construed as a 
projection or prediction. 

In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved 
and before making any investment decision, it is recommended that prospective investors seek independent investment, legal, 
tax, accounting or other professional advice as appropriate.  

Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in 
relation to the facts known at the time of preparation and are subject to change without notice. Individual portfolio management 
teams may hold different views than the views expressed herein and may make different investment decisions for different 
clients. Parts of this document may be based on information received from sources we believe to be reliable. Although every 
effort is taken to ensure that the information contained in this document is accurate, Barings makes no representation or 
warranty, express or implied, regarding the accuracy, completeness or adequacy of the information.  

These materials are being provided on the express basis that they and any related communications (whether written or oral) 
will not cause Barings to become an investment advice fiduciary under ERISA or the Internal Revenue Code with respect to 
any retirement plan, IRA investor, individual retirement account or individual retirement annuity as the recipients are fully 
aware that Barings (i) is not undertaking to provide impartial investment advice, make a recommendation regarding the 
acquisition, holding or disposal of an investment, act as an impartial adviser, or give advice in a fiduciary capacity, and (ii) has 
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a financial interest in the offering and sale of one or more products and services, which may depend on a number of factors 
relating to Barings’ business objectives, and which has been disclosed to the recipient. 

OTHER RESTRICTIONS: 

The distribution of this document is restricted by law. No action has been or will be taken by Barings to permit the possession 
or distribution of the document in any jurisdiction, where action for that purpose may be required. Accordingly, the document 
may not be used in any jurisdiction except under circumstances that will result in compliance with all applicable laws and 
regulations.  

Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or 
available in their jurisdiction.  

Any information with respect to UCITS Funds is not intended for U.S. Persons, as defined in Regulation S under the U.S. 
Securities Act of 1933, or persons in any other jurisdictions where such use or distribution would be contrary to law or local 
regulation. 

Copyright and Trademark: 

Copyright © 2022 Barings. Information in this document may be used for your own personal use, but may not be altered, 
reproduced or distributed without Barings’ consent. 

The BARINGS name and logo design are trademarks of Barings and are registered in U.S. Patent and Trademark Office and in 
other countries around the world. All rights are reserved. 
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