ECOINSIGHT o

IN THE FACE OF AGEING POPULATION, EUROZONE ECONOMIES APPEAR TO
BE THE MOST VULNERABLE

Koen De Leus

Most developed countries are ageing rapidly. According to the United Nations population database, the proportion of people aged 63 and
over in the group of ‘more developed countries is projected to rise from 21.5% in 2026 to 32.3% by 2100. There are however significant
differences between countries. In Japan, for example, over 30.5% of the population is already over 65. By the end of the century, this figure
is expected to stabilise at around 39%. In countries with @ more favourable ageing profile, such as the United States, the share is projected
to increase from 19% to 30.5%.

Such increases pose a threat to social security systems. Without any specific reforms, pension and healthcare spending will rise while
contributions jrom the shrinking working-age population will decline.

Which countries are financially most vulnerable to ageing? We analysed this question jor 16 developed countries using five ratios in our
ageing vulnerability index’.

The Anglo-Saxon countries together with the Scandinavian countries Sweden and Denmark perform best in the overall ranking. The most
vulnerable countries are all Eurapean, with rapidly ageing Spain and Italy ranking lowest.

1 These include all European countries, North America, Australia and New Zealand, and Japan.

2 The five ratios are: net %overnment debt as a percentage of GDP; government revenues as a percentage of GDP; the increase in the dependency ratio (25~
65 / 0-25 & 65+) during the period 2026-2050; the current share of public pensions (old-age and survivors' pensions) in total pensions; and the net present
value of additional government spending on pensions and healthcare between 2024 and 2050 as a percentage of GDP. The final ranking takes into account
the average score on the five different ratios. Source: De Leus, Koen & Gijsels, Philippe (2024), The New World Economy in Five Trends, Uitgeverij Lannoo.
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IMF AGEING VULNERABILITY INDEX, 2026 UPDATE
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United Kingdom 65 959 40.2 6.5% 71.8% 49
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Netherlands 56.25 37.3 435 12.4% 70.5% 61.8
Japan 45 37.2 27.0% 77.9% 59.9
Germany 43.75 50.7 48.0 24.1% 94.3% 418
Norway 14.2% 90.2% 72.8
51.7 8.9% 27.6
44.1 37.5% 61.6
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* Net debt: General Government, IMF estimate (WEO database);
** General Governement Revenues: IMF estimate (WEO database);

*** Dependency ratio increase (0-25 & 65+/25-65) over 2026-2050: United Nations, World Population Prospects 2024, medium variant;
***x Share public pensions (old age and survivors) in total pension income: OECD Social Expenditures;

*xxkk NPV: IMF fiscal Monitor Oct 2025;
roHRHAAX Average score.
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Assessing vulnerability to ageing

Looking at the different ratios, we observe the following:

- Net government debt (as a percentage of GDP): In many countries,
government debt is at its highest peacetime level, or close to it. This
leaves little room to absorb the additional costs of an ageing popula-
tion. Japan and Italy top the ranking, at 129% of GDP.

- Tax revenues (as a percentage of GDP): Raising tax revenues to fi-
nance the rising costs of an ageing population is no longer a viable
option in many countries. Several European countries already have
government revenues around 50% of GDP. including Denmark (50%),
Belgium (50%), France (51.7%) and Norway (59.7%). However, this is
not an issue for Norway, as its net government debt is negative (its
financial assets, thanks to its massive oil fund, exceed its liabilities).
In the Anglo-Saxon countries and Japan, the percentage is around 40%
or less. These countries still have some room to increase government
revenues.

- Increase in the dependency ratio: The more people paying taxes, the
more sustainable the social security system. However, the dependency
ratio — the proportion of people aged 0-25 and 65+ compared to those
aged 25-64 — is set to rise sharply in Europe in the coming decades,
particularly in Southern European countries. Spain is the negative out-

SOURCE: IMF, UNITED NATIONS, OECD, DE LEUS KOEN & GIJSELS PHILIPPE (2024), THE NEW WORLD ECONOMY IN FIVE TRENDS, UITGEVERI) LANNOO

lier, with an expected increase of 52% by 2050. In Italy and Portugal,
the increase will be 41.4% and 37.5% respectively. The countries faring
best are the Anglo-Saxon countries, where ageing is less rapid, and
most Scandinavian countries.

- Share of public pensions in total pensions: The rising dependency ratio
is making it increasingly difficult to finance public pensions through so-
cial security contributions. Besides, in countries where the dependency
ratio is rising most sharply, public pensions (i.e. old-age and survivors’
pensions) account for 90% or more of total pension income. Such high
dependence on public pensions makes altering these schemes politically
very sensitive. Once again, Anglo-Saxon countries fare better thanks to
their well-developed occupational pension systems. In the United King-
dom, this second pillar accounts for 28%; in Canada, the United States
and Australia, the figures are 37.5%, 44.4% and 50.2%, respectively.
On the European mainland, only the Netherlands (29.5%) has followed
this example.

- Net present value of additional government spending on pensions
and healthcare between 2024 and 2050: The United States stands
out here. The net present value of additional social security spending
over the period 2024-2050 would double US public debt without re-
forms. However, many European countries are also facing substantial
increases in spending on pensions and healthcare.
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Healthcare costs driving future spending

Notably, in three quarters of all countries, the majority of additional
social security spending relates to healthcare. These costs are parti-
cularly difficult to contain. Since 2000, pension benefits have already
been significantly adjusted in most countries. Older generations in Eu-
rope receive roughly twice as much in lifetime benefits as they contri-
buted during their working lives. Reforms introduced after the 2008
Global Financial Crisis reduced the ratio of benefits to contributions for
younger generations to around 1.5. This addressed roughly half of the
problem. However, more recent reforms in many countries have once
again pushed the bill higher.

%ok ok

In summary, Southern European countries, as well as Belgium and
France, stand out as those where public finances appear most vulne-
rable to population ageing. The main reasons are: high initial public
debt levels, which limit future fiscal manoeuvring room, and an under-
representation of complementary defined-contribution plan (pension
funds, etc.) which means that the system relies heavily on public funds.
It should be noted that some countries stand out positively thanks to a
low net present value of uncovered social liabilities (pensions, health-
care). However, this criterion can be quite volatile depending on the
discount rate used.

Koen De Leus

gl BNP PARIBAS

The bank
for a changing
world



GROUP ECONOMIC RESEARCH

Isabelle Mateos y Lago
Group Chief Economist

Hélene Baudchon
Deputy Chief Economist, Head of Global Macroeconomic Research

Stéphane Alby
Maghreb, Middle East

Lucie Barette
Europe, Germany, Italy, Spain

Anis Bensaidani
United States, Japan

Céline Choulet
Banking Economics

Stéphane Colliac
Head of Advanced Economies - France

Guillaume Derrien
Europe, Eurozone - World Trade

Pascal Devaux
Middle East, Western Balkans - Energy

Hélene Drouot
Latin America

Francois Faure
Head of Country Risk - TUrkiye - Argentina

Salim Hammad
Head of Data & Analytics - Brazil

Thomas Humblot
Banking Economics

Cynthia Kalasopatan Antoine
Central Europe, Ukraine

Johanna Melka
Asia

Marianne Mueller
Europe, United Kingdom, Portugal, Greece

Christine Peltier
Head of Emerging economies - Asia

Lucas PLé
Sub-saharan Africa, Colombia, Central America

Jean-Luc Proutat
Head of Economic Projections

Laurent Quignon
Head of Banking Economics

Tarik Rharrab
Data scientist

Mickaélle Fils Marie-Luce
Media contact

+33187 740197

+3315816 03 63

+3314298 02 04

+33187740208

+33 187740151

+33143 1695 54

+33142982677

+33155777189

+33143169551

+33 142983300

+331429879 82

+331429874 26

+33140143077

+33 153315932

+33 15816 05 84

+33140144811

+33 14298 56 27

+3314014 5018

+33158 167332

+3314298 56 54

+33143169556

+33142984859

isabelle.mateosylago@bnpparibas.com

helene.baudchon@bnpparibas.com

stephane.alby@bnpparibas.com
lucie.barette@bnpparibas.com
anis.bensaidani@bnpparibas.com
celine.choulet@bnpparibas.com
stephane.colliac@bnpparibas.com
guillaume.a.derrien@bnpparibas.com
pascal.devaux@bnpparibas.com
helene.drouot@bnpparibas.com
francois.faure@bnpparibas.com
salim.hammad@bnpparibas.com
thomas.humblot@bnpparibas.com
cynthia kalasopatanantoine@bnpparibas.com
johanna.melka@bnpparibas.com
marianne.mueller@bnpparibas.com
christine.peltier@bnpparibas.com
lucas.ple@bnpparibas.com
jean-luc.proutat@bnpparibas.com
laurent.quignon@bnpparibas.com

tarik.rharrab@bnpparibas.com

mickaelle.filsmarie-luce@bnpparibas.com

gl BNP PARIBAS

The bank
for a changing
world



GROUP ECONOMIC RESEARCH

ECOINSIGHT

Structural or thematic topics.

ECOPERSPECTIVES

Analyses and forecasts with a focus on developed and emerging
economies.

ECOFLASH

Data releases, major economic events.

ECOWEEK

Recent economic and policy developments, data comments, economic

calendar, forecasts.

ECOPULSE

Easy-to-read monthly overview of inflation dynamics in the main
developed economies.

ECOCHARTS

Monthly barometer of key economic indicators of the main OECD
countries.

ECOTV

What is the key event of the month?
You will find the answer in our economy broadcast.

MACROWAVES

Our economic podcast.

RIBE ON OUR WEE

LLOW US% LINKED

onomic Research link

HOW TO RECEIVE OUR PUBLICATIONS

Published by BNP PARIBAS Economic Research

|
|
I Head office: 16 boulevard des Italiens - 75009 Paris France / Phone : +33 (0) 1.42.98.12.34
: Internet: www.group.bnpparibas - www.economic-research.bnpparibas.com
|
|

Head of publication : Jean Lemierre / Chief editor: Isabelle Mateos y Lago

The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
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