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1 January 2013 marks a turning point for the Western population 
The New Year should see celebrations set to rival the London 
Olympics.  It marks the point at which the average Western 
BabyBoomer (born in 1958) will celebrate their 55th birthday.  
They will join the 272 million people (29% of the population) 
already in the New Old 55+ generation.  At any previous time in 
history, they would normally have been dead by now.   Even in 
1900, Western life expectancy was only 46 years.  Instead, 
thanks to chemical industry-inspired advances in areas such as 
water disinfection, people can now look forward to another 
decade or more of active life compared to earlier generations.   
 
But there will be no celebrations.  Instead, policy makers will 
worry about so-called ‘lost decades’.  They, like most investors 
and companies, have failed to recognise the enormity of the 
demographic shift now underway.  They are pursuing policies 
and strategies designed for a different era.  Today’s slower 
growth is simply the inevitable consequence of this miracle of increased life expectancy.  We now 
have the oldest population in history.  And older people no longer need to buy as many new 
products.  Instead, they tend to buy replacements.  This should not be a cause for despair, but for 
celebration.  We need to recognise we have arrived in a New Normal, and move forward. 
 
The Western economy faces a demographic cliff from 2013 
On 1 January 2013 the average BabyBoomer in the wealthy Western G7 countries (Canada, France, 
Germany, Italy, Japan, UK, USA) turns 55, as shown in chart 1. This change in demographic profile is 
unprecedented in history, and takes the economy into uncharted territory.   It creates opportunities 
as well as difficult challenges for all of us. Yet most policy makers, companies and investors seem 
largely unaware of the magnitude of the changes it creates.   
 

 
Chart 1: The average Western BabyBoomer turns 55 years old on 1 January 2013 
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This is surprising, as the key cause of the change – the post-War BabyBoom – is very well-known.   
During 1946-70 the West saw a unique boom in the number of babies born each year.  G7 births 
suddenly and unexpectedly jumped 15% versus the previous 25 year period, adding 33 million babies 
to the population, equivalent to the population of Canada (whose GDP equals India’s).  Now, the 
average Boomer born in 1958 becomes 55 years old today.  And the following generation, born 
between 1971-2000 was 16% smaller.  So it is simply too small to compensate for the slowdown in 
their parents’ spending.  
 
This Research Note highlights how the Boomers are now creating a paradigm shift in the economy.  
We also highlight how a new mindset, focused on looking forward instead of backwards, could start 
to reinvigorate today’s struggling retail sector and improve the quality of life in local communities. 
 
The West now has a completely new generation – the New Old 55+ 
  

 
   Chart 2: Life expectancy has doubled since 1820      Chart 3: The New Old are 29% of the population 
 
Chart 2 highlights the scale of the change that has taken place over the last 200 years, during which 
life expectancy has doubled to 80 years.   By 1900, it had reached 46 years, as a result of the public 
health advances undertaken by Victorian pioneers - such as water disinfection and sewage 
treatment.  And by 1950, just as the BabyBoomers began to appear, it had reached 66 years.  For the 
very first time in history, an entirely new generation, the New Old 55+, was ready to emerge.   
 
Today, the promise of this new generation will be fulfilled, with the average Boomer turning 55 
years old on 1 January.   As chart 3 shows, this New Old 55+generation is already 29% of the 
Western population, and accounts for 272 million people.  It is also growing fast, due to the size of 
the BabyBoom, and is expected to contain 364 million people by 2030.  This should be a matter for 
enormous celebration.  Even better news is that all the evidence suggests that the Boomers have at 
least a decade or more of active life ahead of them compared to their parents and grandparents.  
 
Certainly no Boomer, faced with this bonus of extra life, would dream of describing it as ‘lost 
decades’.  This is the paradox at the heart of today’s economic debate.  Policy makers are fighting 
old battles, worrying about a potential new Depression, instead of focusing on the real challenges.   
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Demographics drive demand, creating today’s L-shaped economic recovery  
 

 
Chart 4: Consumption declines dramatically as people enter the New Old 55+ generation 

 
Policy makers are, of course, right to be aware that growth expectations are now shifting 
dramatically for the UK economy.  After 1983, the Boomers created one major shift in demand 
patterns and generated an economic SuperCycle between 1983-2007.  Now another is underway: 
 
 The average Boomer turned 25 years old in 1983.  This is the age when consumption starts 

to rise, as people settle down, have children and begin to develop their careers.  Consumer 
products companies recognise the 25 – 54 age group as the prime Wealth Creator 
generation.  Thus the arrival of the Boomers in this group led to the phenomenon of ‘pent-
up demand’.  For a period, as US Federal Reserve Chairman Ben Bernanke famously claimed 
in 2004, it seemed that “the Great Moderation” had replaced economic boom and bust.   If 
interest rates went up temporarily, the Boomers only postponed purchases until they fell 
again.  And meanwhile, new Boomers had also entered their Wealth Creator period. 

 The average Boomer is now turning 55 years old.  Nothing lasts forever.  From the age of 
55 years, consumption patterns begin to change quite dramatically.  The chart above shows 
data from the US Household survey, confirming that households in the 55-64 age bracket 
spend only 92% of the amount spent in the 45-54 age group.  Once people hit 65 years (a 
milestone reached by the oldest Boomer in 2011), consumption drops even further to just 
77% of peak spend.  There is no magic about this.  It simply reflects the fact that older 
people no longer need to buy many new products.  Instead they focus on replacement 
goods, which may often be postponed or abandoned altogether if money becomes tight.  

 
Household consumption makes up 60% of the Western economy, so this shift in demand patterns is 
already leading to much slower growth in GDP.  Demographics drive demand, and the ageing of the 
Boomers means that the Western economy will continue to experience an L-shaped shaped 
economic recovery.  Future historians will look back in amazement at the idea that policy makers 
would spend $trillions in trying to reverse this entirely natural trend.   
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Retailing highlights the changes underway 

 
Chart 5: Middle ground retailers are suffering 

 
Chart 5 shows the impact of the New Old on the retailing sector.  The key change is the shift towards 
replacement patterns of demand, along with the New Old’s lower spending power as they move into 
retirement.  Sadly, the Boomers’ increase in life expectancy has not been matched by an increase in 
their retirement savings.  So whilst many may still regard a $100k pension fund as a vast fortune, in 
reality it will only buy a c$6k per annum pension today.   
 
Thus the highly profitable ‘middle ground‘of the SuperCycle is already fast disappearing.  5 key 
changes are well underway as the Boomers increasingly become ‘time rich and cash poor’: 
 

 Hypermarkets are becoming white elephants.  The New Old no longer need to feed and 
clothe a growing family.  Instead, they prefer to shop locally to reduce transport costs.  
The good news is that this major shift in demand patterns could bring a new lease of life 
to local communities, if shop rents were set at reasonable levels. 

 Retail chains risk losing out to consumer goods companies.  The growth of the internet 
means that strong brands are increasingly able to build on the trust they have 
established with consumers.  Companies with such brands are already gaining the upper 
hand as ‘clicks and bricks’ becomes the norm.  The New Old will increasingly use many 
stores as showrooms, and then buy their preferred products more cheaply online.     

 The needs of the New Old will need to be better understood.   Retailers who wish to 
survive will need to reinvest in service.  Consumer product companies will also need to 
abandon their fascination with unreadable small print in grey and yellow fonts.  Both will 
have to refocus on the basics – quality, product availability and reliable delivery. 

 The New Old are not doddery half-wits.  Today’s stereotypes need to be abandoned, 
and replaced by an awareness that affordability, not over-priced ‘affordable luxury’, is 
the key to future success.  The New Old need things to last as long as possible. 

 Advertising/media companies need to grow up.  Today’s consumer stereotypes are 
desperately out of date.  Hardly any generalist advertising – online or in conventional 
media – effectively targets the older customer. 

 
Major change of this kind creates winners and losers.  Winners will focus on the opportunities that it 
creates.  Losers, focused on past success, will instead confront an ever-increasing set of challenges.  


