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This might be the most important chart you’ve never seen. It is the first in what will be
a series of Themes From FIM. We will explain how we see the world, how to make the
best possible investment returns from these views and provide ideas worth at least 5
minutes of scintillating conversation with your family over the dinner table. Do let me
know how that goes.

Is it good to be young?

Most of us reminisce about our youth, but for countries the answer is no. What we
found when looking at economic growth in every country since 1960 is that the
youngest countries record the slowest per capita GDP growth. Among the Frontier and
Emerging Markets (FEM) that FIM focuses on, most have per capita GDP under half
that of the US (the yellow columns in the graph above), and the youngest countries
have just 1 adult per child or pensioner (the bottom axis). Their per capita growth is
just 1.4% per annum. Why?
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Spotlights on our markets

If half the population are children (or pensioners), they are not doing productive work
in factories or offices. Hopefully they are at school but they are adding nothing to
GDP. One of their parents may be at home looking after the large family. The odds
are that none of them are earning much money, so they are not putting savings into
the bank. Niger is the youngest country in the world with a median age of 15 years
old, and how many wealthy 15 year-olds do you know? Of course they are not paying
much in the way of taxes. There is a huge need for jobs for the children as they
become adults, and infrastructure (from schools to electricity to transport) to support
them. But there is little cash to pay for it, whether in the banking system or the
government treasury.

This changes dramatically when countries get older. By the time the ratio of adults to
dependents rises from 1 to 2, per capita GDP growth more than doubles to 3%, and
at 2.5 adults per kid or pensioner, per capita GDP rises by a fantastic 4-5% per
annum. By this point, 2/3 or more of the population are working age. They do get
jobs, earn and save money, and pay taxes. Banks become flush with cash, like
Morocco where bank lending is closer to 100% of GDP than the 20% of GDP in
Nigeria. Interest rates fall due to the rise in savings. Investment picks up. There are
more people working, and more savings to help create jobs, and more tax revenues
so the government can provide the infrastructure to drive fast growth. Hello
Vietnam (2.2 adults), the Philippines (1.8 and rising), Bangladesh, Indonesia and
that consensus EM overweight India (2.1 adults for each). Default risks fall and credit
ratings rise. And yes, while one year of strong GDP growth is usually priced into
equity markets, decades of high growth due to the double demographic dividend
does give you very good returns. It is why we love these markets.

Turning to GCC countries

The Gulf countries look particularly good on this metric, with Saudi Arabia’s ratio
now at 2.5 adults in 2020, up from 2.1 in 2010 and 1.4 in 2000, while the UAE is off
the charts at 5.2. Migrant labour helps boost their growth rates. Our MENA equities
fund is overweight in both. The only caveat is that while the structural boom case
exists for both, volatile oil does distort the growth picture, which helps explains
OPEC+ efforts to suppress oil price volatility.

What about coming decades?

Markets find it easy to price these countries highly once the high growth is obvious -
just see India today. They struggle more when countries have only recently begun
the take-off; there is still scepticism that Bangladesh will be as successful as we
expect. And markets are really bad at identifying the countries about to take off, like
Egypt and Pakistan, but they will be the surprise winners of coming decades. More on
them in future Themes from FIM.
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Our approach

In the West, the media’s focus is more on a worsening ratio of adults to dependents,
not because of too many children, but because of too many pensioners. We do not
have the historical evidence to be sure how that will play out in terms of GDP growth,
but few expect old societies to be growing fast. Fortunately, old countries are not our
focus at FIM.

We use this data to guide us on long-term growth for equity markets and to guide us
on default risk in debt markets. But we cannot ignore exciting opportunities that can be
provided by the economic cycle and a new pro-reform climate. While Nigeria (median
age 16, with 1.2 adults per dependent) is too young for a multi-decade high growth
boom, the new president is on course to deliver medium-term outperformance we can
try and capture too.

No single graph answers all the questions an investor might have, but demographics
do provide a tried and tested template that we hope gives us an edge over markets
that focus so much on the short-term.

Source: UN, IMF, World Bank
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Disclaimer:

This Article is issued by FIM Partners UK Ltd. and jointly with Frontier Investment Management Partners Ltd. (collectively, FIM Partners) is made available

only to, and/or is directed only at, persons who are Professional Clients or Eligible Counterparties for the purposes of the rules of the UK Financial

Conduct Authority, or Professional Clients or Qualified Investors for purposes of the rules of the Dubai Financial Services Authority and UAE Securities and

Commodities Authority, respectively. The products and services offered by FIM Partners are available only to such persons. Other persons should not act

or rely on this Article. This Article is not intended for retail clients.

This Article contains information about FIM Partners, its employees and affiliates, and the historical performance of certain investments, or on asset

management activities in general, in which they are or were involved. Such information has been included only to provide recipients of this Article with

information as to such person’s area of expertise or for discussion purposes. Material aspects of the opinions and descriptions in this Article may change

at any time without notice. Any projections, market outlooks or estimates in this Article are forward-looking statements and are based upon certain

assumptions. Other events which were not taken into account may occur and may significantly affect investment returns. Any projections, outlooks or

assumptions should not be construed to be indicative of the actual events which will occur. Past performance is not necessarily indicative of future results.

Any investment in securities or in the strategies described in this Article carries a significant degree of risk, including the risk of losing the entire amount

invested. Any investor must be able to bear the risks involved and must meet the suitability requirements relating to such an investment. Some or all

alternative investment programmes may not be suitable for certain investors. FIM Partners has not taken any steps to ensure that the investments referred

to in this Article are suitable for any particular investor and no assurance can be given that the desired investment objectives would be achieved.

This Article is for informational and background purposes only, does not purport to be full or complete and is not intended to constitute, and should not

be construed as, investment advice or deal arrangement activities with a view to transactions in investments. This Article does not constitute or form part

of any offer to issue or sell, or any solicitation of any offer to subscribe or purchase, any product or service, nor shall it or the fact of its distribution or

communication form the basis of, or be relied on in connection with, any contract therefor.

Certain information included in this Article is based on information obtained from sources considered to be reliable. However, any projections or analyses

provided to assist the recipient of this Article in evaluating the matters described herein may be based on subjective assessments and assumptions and

may use one among alternative methodologies that produce different results. Accordingly, any projections or analyses should not be viewed as factual

and should not be relied upon as an accurate prediction of future results. No representation is being made that any investment will or is likely to achieve

profits or losses similar to those shown.

No reliance may be placed for any purpose on the information and opinions contained in this Article or their accuracy or completeness. No

representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained in this

Article by FIM Partners or any of its directors, members, officers, employees or secondees and no liability is accepted by such persons for the accuracy or

completeness of any such information or opinions. This paragraph does not purport to exclude or restrict any duty or liability that FIM Partners may have

to its clients under any applicable regulatory system.

The material contained in this Article is intended for private use only. The text and statistical data or any portion thereof contained in this Article may not

be stored in a computer, published, rewritten for broadcast or publication or redistributed in any medium, except with the express written permission of

FIM Partners. FIM Partners will not be liable for any inaccuracies, errors or omissions in the material or in the transmission or delivery of all or any part

thereof or for any damage arising from any of the foregoing.

FIM Partners UK Ltd is a private limited company, incorporated in England & Wales, under company number 12108672, with registered office at Suite 1, 7th 

Floor, 50 Broadway, London, United Kingdom, SW1H 0BL, United Kingdom, and authorised and regulated by the UK Financial Conduct Authority. Frontier

Investment Management Partners Ltd. is a private company incorporated in the Dubai International Financial Centre, under company number 0742, with

registered office at Al Fattan Currency House, Office 903, Building 1, DIFC, PO Box 482011, Dubai, United Arab Emirates, and is authorised and regulated

by the Dubai Financial Services Authority, and registered as an investment adviser with the US Securities and Exchange Commission.
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