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• Population growth, aging, and urbanization are trends that UBS
believes will endure over the coming decade.

• Those secular trends can be exploited for long-term investing as they
are robust and will endure both an economic cycle and a period of
political uncertainty.

• Selected identified investment themes are expected to benefit from
those trends and offer superior growth over time.

• Diversification – whether within a single identified theme or across
multiple themes – is key for success when investing through a cycle.
Also, investment discipline matters in thematic investing, too.

Introduction

Investing with a view to the long term is always a daunting prospect.
Humans are constantly changing. Political and economic trends are
constantly changing. No one, not even an economist, can claim to predict
the future with certainty. John Maynard Keynes famously predicted in 1930
that the working week would drop to 15 hours, and the challenge would
be how to fill all the resulting leisure time.

Long-term investing today seems even more challenging than normal. The
world economy stands on the brink of significant structural upheaval – what
the World Economic Forum has labeled “The Fourth Industrial Revolution.”
Robotics, artificial intelligence, and the virtual economy will change how we
work and where we work. Environmental constraints are visibly affecting
economic performance as the consequences of the environmental credit
crunch make themselves felt. With this much structural change ahead, can
one safely invest for the long term? Past periods of economic revolution and
upheaval have tended to cause social tensions and anxiety – encouraging
anti-establishment politics, protectionism, and prejudice.

There are some identifiable trends that will run through this period of
upheaval. These relative certainties can be a foundation for long-term
investing. By identifying these foundations, it is possible to construct a
framework in which we can think about investment strategies that are
robust over the course of an economic cycle (a seven- to 10-year period).
The fact that this framework is built on trends with a great deal of certainty
helps investors identify (broadly) areas of future growth.

Of course, the details of such strategies will need to adapt to changing
conditions. However, the point of a long-term investment framework is to
identify where to focus attention in a world of change.
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There are three trends that UBS believes will endure over the coming
decade. Two – the aging of populations and the increase in global pop-
ulation – are derived from basic demographic trends. The third – urban-
ization in emerging markets – is a trend that is also already underway but
has further to run, in our view.

Given the importance of those three drivers as a basis for longer-term
investments, we elaborate on them in the following sections and highlight
in the appendix the affected CIO themes we published on separately.

Aging

The aging of societies is one of the easiest predictions to make about the
future. Barring war or disease, the trends in aging are readily identified. In
little more than a decade, the number of people in developed economies
aged over 60 will be larger than the number under the age of 25. Despite
the near inevitability of aging, governments have not tended to be terribly
good at preparing for this population shift. The changes in a society’s age
structure are gradual, and the issues outlast any election cycle. Politicians
therefore have an incentive to postpone making difficult policy decisions.

Some of the issues of an aging society are artificial problems. The idea of
a “declining workforce” is exaggerated by the idea that people over 60 or
65 years of age should not work. Japan, as a leading example of an aging
society, has shown that people will ignore the artificial constraint of official
retirement and continue to work. Being able to retire at 65 may be a fleeting
opportunity enjoyed by the baby-boom generation alone. Worrying about
the number of workers may be a waste of effort, therefore.

Investors considering aging as a long-term investment trend should look
to other consequences of a graying society. The growth of robotics is an
obvious area – supplementing human intellectual capacity with mechanical
physical capacity is a complement to an aging society. The wide sphere
of medical treatment, prevention, and old-age care is also important –
everything from oncology to nursing. An aging society gives older people
increased power in the market and at the ballot box. Older groups will
have increased spending power relative to younger groups, and increased
political influence relative to younger groups, which means that issues like
medical care are bound to have increased market and political prominence.

The political and economic importance of older generations presents chal-
lenges as well as opportunities. Younger generations may feel ignored in
the democratic process, and may be disenchanted with traditional hier-
archy-based working environments. Indirectly, this may encourage alter-
native ways of working; either younger workers chose more flexible
employment (like self-employment and contract working), or firms and
society at large may have to reconsider seniority-biased structures.

Fig. 1: Increasing life expectancy
Estimated millions of global citizens falling into
different age ranges by 2050
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Population growth

While the world’s population is getting older, it is also getting larger. The
fact that people are living longer means that the global population is
expected to grow to almost 10 billion people by 2050. That is an increase of
over a third from today’s level. This population growth presents the world
with a stark set of problems, because it coincides with an environmental
credit crunch. Every six weeks, the world has to feed an extra eight-and-a-
half million people – the equivalent of the population of London.

The world is using non-renewable and renewable resources at an unsus-
tainable pace. Today’s standard of living is created by one-and-a-half
planets’ worth of resources each year. This is depleting the resources
available for future generations – it is like borrowing on credit card for half
one’s household spending. As with any other form of credit, at some point
the bill falls due. For environmental credit, that bill is falling due now.

Environmental constraints are already limiting growth. To take just one
aspect – that of water scarcity – drought periodically wreaks havoc with
agriculture, while power plants are idling for want of water cooling. It takes
45 bathtubs of water to produce an eight-ounce beefsteak; a growing pop-
ulation with growing demands for calories will mean growing demands on
already stretched water resources.

This combination of an environmental credit crunch with the further
increase in the global population threatens current living standards. Indeed,
without remedy, some kind of economic “Dark Age” is possible, with an
abrupt decline in GDP per person. This is an extreme scenario, however.
Humans have become adept at doing more with less (what economists call
“productivity”), and this is where private investment opportunities are likely
to arise. Energy efficiency and agricultural efficiency are likely to be two
critical areas of focus.

It is important to recognize the costs of stagnation. Countries that are not
moving forwards will have to fall back in terms of their standards of living.
Investors need to identify countries that are dynamic in adapting to the
changing world order.

Productivity and innovation depend on human ingenuity. Ingenuity needs
a good education system, and demands on education are likely to increase.
Education will need to be flexible, however – rote learning is unlikely
to produce the right results for a period of economic change. Produc-
tivity enhancement will require efficiency in all factors of production. This
includes human capital. Societies will need to minimize prejudice and dis-
crimination, which unnecessarily and irrationally waste human potential.

The challenge is to foster tolerance at a time when increasing numbers of
people are competing for increasingly scarce resources. The private sector
may be well placed to encourage the right investment as diversity and tol-
erance are generally accepted to be profit-maximizing.

Fig. 2: World population breaches nine billion
by 2050
Number of people (in billions, medium variant)
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Fig. 3: Demographic pyramid over time
Population per age bucket, in 1,000
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Urbanization

The gravitational pull of towns and cities has nearly always accompanied
economic development. In part, this is a push-and-pull effect: people move
to cities, meaning there are fewer people in the countryside; agriculture is
forced to become more labor-efficient, so there are fewer jobs in farming;
so rural workers move to cities in search of work. The need for agricultural
efficiency as the global population increases is likely to feed into further
urbanization.

The urbanization story is likely to be concentrated in emerging economies
rather than developed economies. Urban populations in emerging markets
are expected to rise 78% by 2050. The cycle of rural labor efficiency
pushing people to cities has largely run its course in developed economies.
Developed economies are likely to see a more balanced approach to urban
and rural growth, as technology and changing working patterns in aging
societies make urban living a choice rather than a necessity.

In emerging economies, changing living standards and a changing balance
between agriculture and manufacturing and services still argue for urban-
ization. This population shift changes demand for housing, food pro-
cessing, and transport; shifts water use patterns; alters transport demands
and communication links; and has implications for healthcare, education,
public infrastructure, as well as security infrastructure.

The concentration of people that urbanization implies inevitably raises
questions about environmental sustainability. Longer-term investment
themes often cross one another, and urbanization and population growth
meet at this junction. Indeed, it is economies with rapidly growing popula-
tions that seem most likely to experience the continued urbanization trend.

Fig. 4: Urbanization transforms skylines
Dubai as en example for emerging cities

Source: iStock

Fig. 5: Increasing urbanization
In billions of people
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Table 1: Overview of CIO Longer Term Investment themes
Impact Short description of the theme
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Agricultural yield

200'000 additional people populate the world per day. Calorie intake
is rising even for countries where food shortages are unknown; and
the land available per capita trends lower. The use of "engineered
tools" increase agricultural yield and is a growing area.

Automation and robotics

Another industry revolution is underway (Industry 4.0) that we
believe will transform the future of manufacturing. Rising wages and
challenging demographic developments will pressure costs of
manufacturing companies in emerging markets, driving automation
investments.

Clean air and carbon reduction

The December 2015 climate conference achieved the first global,
legally binding climate deal. This agreement coupled with stricter
regulations set the tone for reducing the global carbon footprint long
term, and support the adoption of clean-air and carbon-reduction
technologies.

Digital data

Digital data is enjoying exponential growth, with the global digital
universe expected to cross 44 zettabytes by 2020, an increase of
more than 50-fold from 2010, according to IDC providing steady
growth for data enablers and infrastructure companies as significant
capex investments are required to support the surge in digital data.

E-commerce

Population growth combined with a rising middle class in EM drives E-
commerce. We expect around 15-20% growth of E-commerce
annually in the next 10 years due to rising smartphone and internet
penetration, an advance in technology and improving consumer
convenience.

Educational services

A growing middle class in emerging markets and increased
urbanization offer attractive growth drivers for institutions providing
education services. People seek educational opportunities for
themselves and their children to improve their prospects. We
estimate the market to grow high single-digits.

Emerging market healthcare

Emerging markets' 65-year plus demographic will rise by 50% by
2030. With healthcare expenditure of this age group at over 8% of
GDP, double that of 30-40 group, public healthcare investment in
EM needs to grow sharply to prevent an impending healthcare crisis.

Emerging market tourism

Over half of revenues per kilometer flown globally are now
generated from EM travelers compared to one third over a decade
ago. A boom in EM tourism is driving this trend with over two thirds
of inbound tourists in EM from other EM countries.

Emerging market infrastructure

Growing urbanization and the expansion of megacities in emerging
markets are driving demand for infrastructure investment. As a
result Emerging Market infrastructure spending will comprise two-
thirds of global infra spending by 2025.

Energy efficiency

Energy efficiency helps end-users reduce power demand at source,
cutting CO2 emissions and saving resources, making efficiency a key
business factor for companies and consumers. The IEA expects the
demand for energy-efficient products to grow by 7-8% annually.

Frontier markets

Frontier markets comprise one-third of the world's population, 4%
of the world's GDP. Yet, their market capitalization is less than 1%
of the world's. We expect the demographics and rising urbanization
in frontier markets to support higher medium-term growth potential
relative to other emerging economies and the world.

Mass transit rail

By 2025 migration will drive a two-fold rise in the population of
Asian megacities. With Asian vehicle ownership doubling every five
years, Asian governments are investing billions in MTR systems to
combat congestion and sharply rising CO2 emissions.

Medical devices

The aging population and growth of the over-65s will create new
opportunities for companies selling medical devices. Other drivers
include rising per-capita GDP and improved infrastructure in EMs,
and growing prevalence of "lifestyle diseases" like obesity.

Middle east - prosperity beyond oil

The decline of hydrocarbon prices increased the need for economic
diversification and reforms that will foster growth in areas, such as
tourism and other service industries. We think these developments
create investment opportunities for investors with a longer term
investment horizon.

Key Drivers Other TagsSustainability

Source: UBS. * Exposure to certain long-term investment themes can also be achieved through impact investments, which generally involve illiquid private markets vehicles and
necessitate tolerance for significant illiquidity.
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Table 1 (continued): Overview of CIO Longer Term Investment themes

Impact Short description of the theme
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Key Drivers Other TagsSustainability

Obesity

Urbanization and rising EM per-capita GDP will lead to higher
obesity rates. Companies in the food and beverage industry and the
healthcare sector can benefit from this trend. We see medium-to-
high single-digit growth rates across most related markets.

Oncology

As we age our cells mutate in new ways that can cause cancer. As
life expectancy rises the number of new cancer patients will
outpace population and GDP growth. Improvements in treatment
should drive above-GDP sales growth for relevant companies.

Protein consumption

Increasing wealth and urbanization are leading to higher living
standards and the consumption of more protein-rich food. This is
particularly true for meat intake. Dairy and seafood are following
similar trends. We believe producers that benefit from rising protein
intake around the world should grow faster than GDP but at fairly
low earnings variability.

Retirement homes

As people age the probability of needing to rely on living assistance
increases sharply. With nuclear families on the rise and reduced
number of children taking care of their elders, demand for assisted
living and care facilities is expected to grow fast in coming years.

Retirement planning

Asset gatherers and life insurers benefit from increasing longevity
and an aging society, as it leads to increasing savings gaps. A
growing middle class in emerging markets and rising number of
high net worth individuals provide additional impetus for the theme.

Safety and security

The global security and safety market benefits not only from
structural trends such as rising cyberattacks but from threats to the
global food chain and to air, water and soil quality. We estimate its
overall size at USD 500bn in 2014, and think it will exceed USD
700bn by 2020.

Silver spending

We expect the spending power of the older age categories to
become increasingly important in the years to come as the
weighting of the older population rises. These "silver spenders"
tend allocate more of their disposable income to leisure (particularly
cruises) and personal care & beauty products (specifically anti-aging
products).

Waste management and recycling

By 2050, 3 bn people will belong to the middle class. They will have
sufficient disposable income to purchase products in a way
comparable to people in high-income countries today. By 2050
waste volumes are expected to more than double.

Water scarcity

Global warming represents an influential force on our planet,
impacting water supply, in particular quality, quantity and timing
aspects. An inadequate water supply threatens the viability of the
global economy, the environment, and human life.

Source: UBS. * Exposure to certain long-term investment themes can also be achieved through impact investments, which generally involve illiquid private markets vehicles and
necessitate tolerance for significant illiquidity.
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Appendix

Terms and Abbreviations
Term / Abbreviation Description / Definition Term / Abbreviation Description / Definition
A actual i.e. 2010A COM Common shares
GDP Gross domestic product Shares o/s Shares outstanding
UP Underperform: The stock is expected to

underperform the sector benchmark
CIO UBS WM Chief Investment Office
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a public offering or a comparable solicitation under Dutch law, but might be made available for information purposes to clients of UBS Europe SE, Netherlands branch, a
branch of a German bank duly authorized by the “Bundesanstalt für Finanzdienstleistungsaufsicht” for the provision of financial services and supervised by "Autoriteit
Financiële Markten” (AFM) in the Netherlands , to which this publication has not been submitted for approval. New Zealand: This notice is distributed to clients of UBS
Wealth Management Australia Limited ABN 50 005 311 937 (Holder of Australian Financial Services Licence No. 231127), Chifley Tower, 2 Chifley Square, Sydney, New
South Wales, NSW 2000, by UBS Wealth Management Australia Ltd. You are being provided with this UBS publication or material because you have indicated to UBS
that you are a client certified as a wholesale investor and/or an eligible investor ("Certified Client") located in New Zealand. This publication or material is not intended
for clients who are not Certified Clients ("Non-Certified Clients"), and if you are a Non-Certified Client you must not rely on this publication or material. If despite
this warning you nevertheless rely on this publication or material, you hereby (i) acknowledge that you may not rely on the content of this publication or material and
that any recommendations or opinions in this publication or material are not made or provided to you, and (ii) to the maximum extent permitted by law (a) indemnify
UBS and its associates or related entities (and their respective directors, officers, agents and advisers (each a "Relevant Person") for any loss, damage, liability or claim
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any of them may incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication or material and (b) waive any rights or remedies
you may have against any Relevant Person for (or in respect of) any loss, damage, liability or claim you may incur or suffer as a result of, or in connection with, your
unauthorised reliance on this publication or material. Saudi Arabia: This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi Arabian
closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers,
P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority of Saudi Arabia. Singapore:
Please contact UBS AG Singapore branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the
Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or report.
Spain: This publication is distributed to its clients by UBS Europe SE, Sucursal en España, with registered office at Calle María de Molina 4, C.P. 28006, Madrid, entity
supervised by Banco de España and the Bundesanstalt für Finanzdienstleistungsaufsicht. UBS Europe SE, Sucursal en España is a branch of UBS Europe SE, a credit
institution constituted in the form of a Societas Europaea authorized and regulated by the Bundesanstalt für Finanzdienstleistungsaufsich. Sweden: This publication is
not intended to constitute a public offer under Swedish law, but might be distributed by UBS Europe SE, Sweden Bankfilial with place of business at Regeringsgatan 38,
11153 Stockholm, Sweden, registered with the Swedish Companies Registration Office under the Reg. No 516406-1011. UBS Europe SE, Sweden Bankfilial is a branch
of UBS Europe SE, a credit institution constituted under German Law in the form of a Societas Europaea, duly authorized by the German Federal Financial Supervisory
Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin). UBS Europe SE, Sweden Bankfilial is subject to the joint supervision of the BaFin, the central bank of
Germany (Deutsche Bundesbank) and the Swedish financial supervisory authority (Finansinspektionen), to which this document has not been submitted for approval.
Taiwan: This material is provided by UBS AG, Taipei Branch in accordance with laws of Taiwan, in agreement with or at the request of clients/prospects. UAE: This
research report is not intended to constitute an offer, sale or delivery of shares or other securities under the laws of the United Arab Emirates (UAE). The contents of
this report have not been and will not be approved by any authority in the United Arab Emirates including the UAE Central Bank or Dubai Financial Authorities, the
Emirates Securities and Commodities Authority, the Dubai Financial Market, the Abu Dhabi Securities market or any other UAE exchange. This material is intended for
professional clients only. UBS AG Dubai Branch is regulated by the DFSA in the DIFC. UBS AG/UBS Switzerland AG is not licensed to provide banking services in the
UAE by the Central Bank of the UAE nor is it licensed by the UAE Securities and Commodities Authority. The UBS AG Representative Office in Abu Dhabi is licensed
by the Central Bank of the UAE to operate a representative office. UK: Approved by UBS AG, authorised and regulated by the Financial Market Supervisory Authority
in Switzerland. In the United Kingdom, UBS AG is authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on
request. A member of the London Stock Exchange. This publication is distributed to private clients of UBS London in the UK. Where products or services are provided
from outside the UK, they will not be covered by the UK regulatory regime or the Financial Services Compensation Scheme. USA: This document is not intended for
distribution into the US, to US persons, or by US-based UBS personnel. UBS Securities LLC is a subsidiary of UBS AG and an affiliate of UBS Financial Services Inc.,
UBS Financial Services Inc. is a subsidiary of UBS AG.
Version 11/2016.
©UBS 2017.The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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