Morgan Stanley

INVESTMENT MANAGEMENT

The Demographic Barbell

TALES FROM THE EMERGING WORLD | EMERGING MARKETS EQUITY TEAM | September 2025

A generational shift is unfolding across the global economy. At
one end, millennials and Gen Z are gaining economic influence
with their distinct preferences for technology, sustainability and
different consumption patterns. At the other, aging populations,
particularly Baby Boomers, are increasing their share of
healthcare spending, financial assets and political influence.

Dividend or Burden

The global population growth rate has slowed to 0.9%, the slowest pace
since 1950, with average fertility rates dropping from 5.3 children per
woman in the 1960s to just over two today. Currently, roughly half of all
countries have fertility rates below their population replacement rates.

While fertility rates have plunged, average life expectancy has risen from
46 years in 1950 to 73 today, thanks to improvements in healthcare,
nutrition, sanitation and overall living standards. This combination of low
fertility levels and high life expectancy has led to a remarkable increase

in the global share of people 60 and older. This year, the global elderly
population will be double what it was back in 2000 and by 2030, nearly 1
in 6 people globally, about 1.4 billion, will be aged 60 or older. This aging
wave will create structural challenges, putting pressure on pension systems
and healthcare budgets.

Although Japan remains the global leader in life expectancy, with more
than 95,000 people aged 100 or older, aging is no longer just a developed
market (DM) challenge. By 2050, 80% of elderly populations will reside in
the emerging markets (EM), where currently fewer than a third of workers
participate in retirement income schemes.

Countries that address demographic changes can better manage transitions
and capture potential benefits. For instance, the 2019 pension overhaul in
Brazil raised the minimum retirement age and tightened eligibility, while
Chile is gradually increasing employer contributions from an initial 1% in
2025 to 8.5% by 2035.
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DISPLAY 1

The Demographic Barbell: Youthful Energy and Silver Strength
Global population by age group (as a % of total population)
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Source: UN Population Division Data Portal. Forecasts/estimates are based on current market conditions, subject to change, and may not necessarily
come to pass. Data may not add to 100% due to rounding.

Adapting to

Demographic Shifts

As Baby Boomers retire and exit

the workforce, they are not being
replaced in sufficient numbers in key
regions due to a declining growth

in working-age population. This is
already in evidence in China, South
Korea and Thailand where the
working-age population has already
peaked, with similar inflection points
looming in Eastern Europe and Latin
America over the next decade.

Countries are responding with
targeted strategies such as adjusting
immigration policies, delaying
retirement, increasing female
workforce participation and deploying
automation and artificial intelligence
to boost productivity.

On the one hand, for example,
Germany is facing a projected
shortfall of 6.3 million workers by
2030 and as a result is raising the
retirement age to 67 and offering
incentives for delayed retirement.
Japan, where 36% of the population
is over 60, is focusing on ergonomics
to make the workplace more
sustainable for older employees
and has deployed over 435,000

industrial robots across its factories!
South Korea is expanding childcare
subsidies, extended parental leave
and incentives for older workers.

On the other hand, younger emerging
economies like Pakistan, Nigeria,
Egypt and India must convert

their large youth populations into
productive labor forces through
substantial investments in education,
job creation, digital access and
healthcare infrastructure.

Several countries are already taking
steps. Vietnam is targeting near-
universal primary and secondary
education, while community-based
healthcare programs have helped
more than halve the under-five child
mortality rate. India is bolstering its
school system from pre-primary to
senior secondary, emphasizing equity,
quality and universal health coverage
for 500 million people.

Finding Alpha? in Youth
Millennials and Gen Z currently make
up approximately 48% of the global
population. In the U.S., millennials
are projected to see their wealth
increase nearly fivefold by 2030,
driven primarily by inheritances

and the transfer of assets across
generations. Globally, Gen Z, despite
limited current purchasing power, is
expected to have a collective income
of $70 trillion by 2040. Roughly 89%
of Gen Z live in emerging markets and
their economic behaviors prioritize
experience over possession—an
attitudinal shift with profound
implications for consumer markets
and asset allocation strategies.

The two cohorts are often
considered digital natives and

value shoppers who place strong
emphasis on social responsibility and
sustainability. As economic power
tilts toward the millennials and Gen
Z, we believe digital platforms in
music, e-commerce, travel, gaming
and finance will emerge as the
ultimate winners.

Gen Z preferences are driving growth
in peer-to-peer marketplaces and
curated resale platforms. According
to the ThredUp 2023 Resale Report,
63% of Gen Z say they prefer buying
goods secondhand, making them the
most active cohort in the $177 billion
global resale market. Clothes, beauty,
food and entertainment dominate
their budgets.

TInternational Federation of Robotics, September 2024.

2 Alpha is the excess return or value added (positive or negative) of the portfolio's return relative to its benchmark.
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Yet clothing's environmental footprint
is top of mind. Platforms like Depop
and Vinted, supported by influencers
that are “Depop famous,” are
thriving. In 2022, a Deloitte Global
survey found that 64% of Gen Z
consumers factor sustainability into
their purchase decision, reinforcing
that secondhand shopping is not just
about affordability, but also a values-
driven shift in consumption.

This shift away from traditional
luxury status symbols toward value-
aligned alternatives that emphasize
ethics and self-expression is evident
in the rise in popularity of lab-grown
diamonds, once a scientific curiosity,
but now accounting for over 50% of
engagement rings sold in the U.S., and
more than 20% of global diamond
jewelry sales.

Finding Alpha in Aging

The global share of population aged
60 and over is projected to nearly
double over the next twenty-five
years, climbing from 12% in 2015 to
22% by 2050. Globally, there are as
many people turning 80 as there are
newborn babies, and those aged 80
and over will be among the fastest-
growing segments, reaching around
426 million people worldwide.

Far from hindering growth, longevity
represents an opportunity to unlock
demand in sectors like healthcare,

biopharma, senior housing, wellness
and leisure. Demand for customized
life insurance, wealth management
and retirement products are expected
to grow significantly, driven by longer
and healthier lifespans.

In EM countries, pension coverage
remains limited: fewer than 30% of
the working-age population in low-
and middle-income countries benefit
from formal pension systems. Out-of-
pocket healthcare accounts for more
than 40% of total health expenditure
in countries like India, Nigeria and
Indonesia, compared to under 15%

in most developed economies. Such
disparities are accelerating growth

in private healthcare providers (as
outlined in Navigating Emerging
Markets Healthcare Trends, October
2023), generic pharmaceuticals,

diagnostic solutions and fintech-
enabled retirement savings. Available
evidence indicates that fewer than 3%
of global over-65s are living in senior
housing or institutional care. The
mismatch between surging longevity
and limited provision highlights a vast
area of unmet demand.

Beyond healthcare, older cohorts
comprise of a larger share

of experience industries like

cruises. According to Cruise Lines
International Association, the 60+ age
group made up 33% of their share of
cruise tourists, and over 80% planned

to sail again. With greater time and
disposable income, the retirees

are also driving demand for media
and entertainment, making them
beneficiaries of the silver economy.

Aligning Investments With
Demographic Trends

Demographic trajectories vary
regionally: Africa and South Asia
will remain young and fast-growing,
while North Asia and Europe will
age more rapidly. On one hand, EM
countries with younger populations
must invest more in education,
digital access and healthcare
infrastructure. On the other, countries
with older populations must adapt
through leveraging immigration,
delaying retirement, increasing
female workforce participation and
embracing automation to offset the
demographic drag.

Understanding age cohorts and

their consumption patterns is
essential to capturing growth and
structuring portfolios for alpha. Aging
populations will drive demand for
eldercare, income-generating financial
products, healthcare innovation and
automation, while younger, tech-savvy
cohorts will pursue e-commerce,
value-based shopping, digital
entertainment and experiential travel.
Longer-term portfolios should be
aligned not just with economic cycles,
but also with human timelines.

Risk Considerations

There is no assurance that a portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the
possibility that the market values of securities owned by a portfolio will decline and that the value of portfolio shares may therefore
be less than what you paid for them. Market values can change daily due to economic and other events (e.g. natural disasters, health
crises, terrorism, conflicts and social unrest) that affect markets, countries, companies or governments. It is difficult to predict

the timing, duration, and potential adverse effects (e.g. portfolio liquidity) of events. Accordingly, you can lose money investing

in a portfolio. Please be aware that a portfolio may be subject to certain additional risks. In general, equities securities’ values

also fluctuate in response to activities specific to a company. Investments in foreign markets entail special risks such as currency,
political, economic, market and liquidity risks. The risks of investing in emerging market countries are greater than the risks
generally associated with investments in foreign developed countries.
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IMPORTANT DISCLOSURES

Charts and graphs provided herein are for illustrative purposes only.
Past performance is no guarantee of future results.

There is no guarantee that any investment strategy will work under all
market conditions, and each investor should evaluate their ability to invest
for the long-term, especially during periods of downturn in the market.

A separately managed account may not be appropriate for all
investors. Separate accounts managed according to the particular
Strategy may include securities that may not necessarily track the
performance of a particular index. Please consider the investment
objectives, risks and fees of the Strategy carefully before investing. A
minimum asset level is required.

For important information about the investment managers, please
refer to Form ADV Part 2.

The views and opinions and/or analysis expressed are those of the author
or the investment team as of the date of preparation of this material

and are subject to change at any time without notice due to market or
economic conditions and may not necessarily come to pass. Furthermore,
the views will not be updated or otherwise revised to reflect information
that subsequently becomes available or circumstances existing, or
changes occurring, after the date of publication. The views expressed do
not reflect the opinions of all investment personnel at Morgan Stanley
Investment Management (MSIM) and its subsidiaries and affiliates
(collectively “the Firm"), and may not be reflected in all the strategies and
products that the Firm offers.

Forecasts and/or estimates provided herein are subject to change and may
not actually come to pass. Information regarding expected market returns
and market outlooks is based on the research, analysis and opinions of
the authors or the investment team. These conclusions are speculative in
nature, may not come to pass and are not intended to predict the future
performance of any specific strategy or product the Firm offers. Future
results may differ significantly depending on factors such as changes in
securities or financial markets or general economic conditions.

This material has been prepared on the basis of publicly available
information, internally developed data and other third-party sources
believed to be reliable. However, no assurances are provided regarding
the reliability of such information and the Firm has not sought

to independently verify information taken from public and third-

party sources.

This material is a general communication, which is not impartial and
all information provided has been prepared solely for informational
and educational purposes and does not constitute an offer or a
recommendation to buy or sell any particular security or to adopt
any specific investment strategy. The information herein has not been
based on a consideration of any individual investor circumstances and
is not investment advice, nor should it be construed in any way as tax,
accounting, legal or regulatory advice. To that end, investors should
seek independent legal and financial advice, including advice as to tax
consequences, before making any investment decision.

The indexes are unmanaged and do not include any expenses, fees or
sales charges. It is not possible to invest directly in an index. Any index
referred to herein is the intellectual property (including registered
trademarks) of the applicable licensor. Any product based on an index
is in no way sponsored, endorsed, sold or promoted by the applicable
licensor and it shall not have any liability with respect thereto.

This material is not a product of Morgan Stanley's Research Department
and should not be regarded as a research material or a recommendation.

The Firm has not authorised financial intermediaries to use and to
distribute this material, unless such use and distribution is made in
accordance with applicable law and regulation. Additionally, financial
intermediaries are required to satisfy themselves that the information
in this material is appropriate for any person to whom they provide this
material in view of that person’s circumstances and purpose. The Firm
shall not be liable for, and accepts no liability for, the use or misuse of
this material by any such financial intermediary.

This material may be translated into other languages. Where such a
translation is made this English version remains definitive. If there are
any discrepancies between the English version and any version of this
material in another language, the English version shall prevail.

The whole or any part of this material may not be directly or indirectly
reproduced, copied, modified, used to create a derivative work,
performed, displayed, published, posted, licensed, framed, distributed
or transmitted or any of its contents disclosed to third parties without
the Firm's express written consent. This material may not be linked

to unless such hyperlink is for personal and non-commercial use. All
information contained herein is proprietary and is protected under
copyright and other applicable law.

Eaton Vance is part of Morgan Stanley Investment Management.
Morgan Stanley Investment Management is the asset management
division of Morgan Stanley.
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DISTRIBUTION

This material is only intended for and will only be distributed
to persons resident in jurisdictions where such distribution or
availability would not be contrary to local laws or regulations.

MSIM, the asset management division of Morgan Stanley (NYSE:
MS), and its affiliates have arrangements in place to market each
other’s products and services. Each MSIM affiliate is regulated as
appropriate in the jurisdiction it operates. MSIM's affiliates are:
Eaton Vance Management (International) Limited, Eaton Vance
Advisers International Ltd, Calvert Research and Management, Eaton
Vance Management, Parametric Portfolio Associates LLC and Atlanta
Capital Management LLC.

This material has been issued by any one or more of the
following entities:

EMEA:
This material is for Professional Clients/Accredited Investors only.

In the EU, MSIM and Eaton Vance materials are issued by MSIM Fund
Management (Ireland) Limited ("FMIL"). FMIL is regulated by the Central
Bank of Ireland and is incorporated in Ireland as a private company
limited by shares with company registration number 616661 and has its
registered address at 24-26 City Quay, Dublin 2, DO2 NY19, Ireland.

Outside the EU, MSIM materials are issued by Morgan Stanley Investment
Management Limited (MSIM Ltd) is authorised and regulated by the
Financial Conduct Authority. Registered in England. Registered No. 1981121.
Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA.

In Switzerland, MSIM materials are issued by Morgan Stanley & Co.
International plc, London (Zurich Branch) Authorised and regulated by
the Eidgendssische Finanzmarktaufsicht (‘FINMA"). Registered Office:
Beethovenstrasse 33, 8002 Zurich, Switzerland.

Outside the US and EU, Eaton Vance materials are issued by Eaton
Vance Management (International) Limited ("EVMI") 125 Old Broad
Street, London, EC2N TAR, UK, which is authorised and regulated in the
United Kingdom by the Financial Conduct Authority.

Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands:
MSIM FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor
Amstelplein 11096HA, Netherlands. France: MSIM FMIL (Paris Branch),
61rue de Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid
Branch), Calle Serrano 55, 28006, Madrid, Spain. Germany: MSIM
FMIL, Frankfurt Branch, Grosse Gallusstrasse 18, 60312 Frankfurt am
Main, Germany (Gattung: Zweigniederlassung (FDI) gem. § 53b KWG).
Denmark: MSIM FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel
Towers, Axeltorv2, 1609 Copenhagen V, Denmark.

MIDDLE EAST:

Dubai: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-
Unit 701 and 702, Level 7, Gate Precinct Building 3, Dubai International
Financial Centre, Dubai, 506501, United Arab Emirates. Telephone: +97
(0)14 709 7158).

This document is distributed in the Dubai International Financial Centre by
Morgan Stanley Investment Management Limited (Representative Office),
an entity regulated by the Dubai Financial Services Authority (DFSA). It is
intended for use by professional clients and market counterparties only.
This document is not intended for distribution to retail clients, and retail
clients should not act upon the information contained in this document.

This document relates to a financial product which is not subject to
any form of regulation or approval by the DFSA. The DFSA has no
responsibility for reviewing or verifying any documents in connection
with this financial product. Accordingly, the DFSA has not approved
this document or any other associated documents nor taken any
steps to verify the information set out in this document, and has no
responsibility for it. The financial product to which this document
relates may be illiquid and/or subject to restrictions on its resale or
transfer. Prospective purchasers should conduct their own due diligence
on the financial product. If you do not understand the contents of this
document, you should consult an authorised financial adviser.

U.S.: NOT FDIC INSURED. OFFER NO BANK GUARANTEE. MAY
LOSE VALUE. NOT INSURED BY ANY FEDERAL GOVERNMENT
AGENCY. NOT A DEPOSIT.

LATIN AMERICA (BRAZIL, CHILE COLOMBIA, MEXICO, PERU,

AND URUGUAY)

This material is for use with an institutional investor or a qualified investor
only. All information contained herein is confidential and is for the exclusive
use and review of the intended addressee, and may not be passed on to any
third party. This material is provided for informational purposes only and
does not constitute a public offering, solicitation or recommendation to
buy or sell for any product, service, security and/or strategy. A decision to
invest should only be made after reading the strategy documentation and
conducting in-depth and independent due diligence.
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ASIA PACIFIC

Hong Kong: This material is disseminated by Morgan Stanley Asia Limited
for use in Hong Kong and shall only be made available to “professional
investors” as defined under the Securities and Futures Ordinance of Hong
Kong (Cap 571). The contents of this material have not been reviewed
nor approved by any regulatory authority including the Securities and
Futures Commission in Hong Kong. Accordingly, save where an exemption
is available under the relevant law, this material shall not be issued,
circulated, distributed, directed at, or made available to, the public in
Hong Kong. Singapore: This material is disseminated by Morgan Stanley
Investment Management Company and should not be considered to

be the subject of an invitation for subscription or purchase, whether
directly or indirectly, to the public or any member of the public in
Singapore other than (i) to an institutional investor under section 304

of the Securities and Futures Act, Chapter 289 of Singapore (“SFA"); (ii)
to a “relevant person” (which includes an accredited investor) pursuant

to section 305 of the SFA, and such distribution is in accordance with

the conditions specified in section 305 of the SFA,; or (i) otherwise
pursuant to, and in accordance with the conditions of, any other
applicable provision of the SFA. This publication has not been reviewed
by the Monetary Authority of Singapore. Australia: This material is
provided by Morgan Stanley Investment Management (Australia) Pty

Ltd ABN 22122040037, AFSL No. 314182 and its affiliates and does not
constitute an offer of interests. Morgan Stanley Investment Management
(Australia) Pty Limited arranges for MSIM affiliates to provide financial
services to Australian wholesale clients. Interests will only be offered

in circumstances under which no disclosure is required under the
Corporations Act 2001 (Cth) (the “Corporations Act”). Any offer of
interests will not purport to be an offer of interests in circumstances
under which disclosure is required under the Corporations Act and will
only be made to persons who qualify as a “wholesale client” (as defined
in the Corporations Act). This material will not be lodged with the
Australian Securities and Investments Commission.

morganstanley.com/im

Japan: For professional investors, this material is circulated or
distributed for informational purposes only. For those who are

not professional investors, this material is provided in relation to
Morgan Stanley Investment Management (Japan) Co., Ltd. ("MSIMJ")'s
business with respect to discretionary investment management
agreements (“IMA”") and investment advisory agreements ("lAA"). This is
not for the purpose of a recommendation or solicitation of transactions
or offers any particular financial instruments. Under an IMA, with
respect to management of assets of a client, the client prescribes basic
management policies in advance and commissions MSIM]J to make all
investment decisions based on an analysis of the value, etc. of the
securities, and MSIMJ accepts such commission. The client shall delegate
to MSIM]J the authorities necessary for making investment. MSIM)
exercises the delegated authorities based on investment decisions

of MSIMJ, and the client shall not make individual instructions. All
investment profits and losses belong to the clients; principal is not
guaranteed. Please consider the investment objectives and nature of
risks before investing. As an investment advisory fee for an IAA or

an IMA, the amount of assets subject to the contract multiplied by a
certain rate (the upper limit is 2.20% per annum (including tax)) shall
be incurred in proportion to the contract period. For some strategies, a
contingency fee may be incurred in addition to the fee mentioned above.
Indirect charges also may be incurred, such as brokerage commissions
for incorporated securities. Since these charges and expenses are
different depending on a contract and other factors, MSIMJ cannot
present the rates, upper limits, etc. in advance. All clients should

read the Documents Provided Prior to the Conclusion of a Contract
carefully before executing an agreement. This material is disseminated
in Japan by MSIMJ, Registered No. 410 (Director of Kanto Local Finance
Bureau (Financial Instruments Firms)), Membership: the Japan Securities
Dealers Association, The Investment Trusts Association, Japan, the Japan
Investment Advisers Association and the Type Il Financial Instruments
Firms Association.
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