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• The global population is aging, especially in more
developed countries where currently one in four
people are aged 60 or older, a figure expected to
rise to one in three by 2050.

• We expect this age group's spending power
to become increasingly influential in the years
ahead, as the older segment represents a greater
proportion of the global population.

• The COVID-19 pandemic and related containment
measures have temporarily reduced the
consumption of "silver spenders." Leisure and
tourism, consumer personal care and beauty
products, retirement housing, and healthcare
services were most negatively affected.

• Silver spending remains an attractive long-term
investment theme. We expect all four categories
to recover with the relaxation of government
restrictions, although the time horizon will differ by
category.
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Our view
The global population is clearly aging, and the "silver
spender" age category's consumption is expected to
increase dramatically as a proportion of total consumer
spending. Numerous studies show that, due to growing
pension deficits, more and more people will need to work
longer. In the last two decades, consumption by Europeans
aged 50 and over has grown three times faster than the
rest of the population. Similarly, in the US, the baby-
boom generation, which comprises about a quarter of the
population, controls the largest share of household wealth
and accounts for the greatest share of total consumption.

While this theme has been negatively affected by the
temporary slowdown in economic growth due to the
COVID-19 crisis, we believe its structural drivers will remain
in place over a longer time horizon. In particular, we think
the theme is well positioned to benefit from this expanding
consumer market by addressing the specific needs and
preferences of those above age 55. The theme is likely to
enjoy a higher growth rate and provide returns above the
wider market in the longer term, in our view.

Government restrictions and social distancing have had
a negative impact on leisure and tourism, personal care
and beauty products, retirement housing, and healthcare
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services. That said, in our view, long-term trends remain
favorable. A return to normal should be followed by a
recovery in spending. However, the budget allocation of
silver spenders may change in the short term, as we
anticipate a preference for domestic travel will emerge,
while demand for cruises will suffer.

We recommend exposure to silver spenders via a broadly
diversified basket of stocks.

Immediate COVID-19 impact

We identify five main categories to which silver spenders
allocate more of their disposable income. Leisure and
tourism (particularly cruises), consumer personal care
and beauty products (specifically anti-aging products),
retirement housing, healthcare services, and financial
planning services.

Leisure and tourism
The outbreak of COVID-19 immediately hit the travel
and leisure industry. Even before governments closed their
borders and implemented lockdowns, several cruise ships
around the world had been placed under quarantine, for
example the Diamond Princess in Yokohama, Japan. Since
then, the cruise business has come to a halt. Uncertainty
remains high, and it is unclear when cruises will start to
operate again. Cruise ships have typically been very popular
among silver spenders (Fig. 1). As mortality rates increase
with age, medical treatments or a working vaccine for
COVID-19 will be key to increasing the appetite for cruises.
In our view, a recovery to pre-COVID levels will take several
years.

We expect hotels to recover faster due to the relaxations of
government travel restrictions. Unlike previous cycles, this
recovery will probably by led by leisure rather than business
travel. We anticipate silver spenders will reallocate within
their budgets. Instead of taking a long-haul flight or booking
a cruise trip, this age cohort will likely increase its demand
for domestic travel. While a complete return to normal will
probably require a medical solution for COVID-19, we don't
expect the desire to discover new countries and meet new
cultures to disappear. So travel and leisure should remain
a key recipient of silver spenders' disposable income in the
future.
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Fig. 1: Cruises tend to attract an older subset
of the population, specifically the baby-boom
generation
Percentage of cruise customers, by age group

Source: Cruise Lines International Association, UBS, as of January 2018

Personal care and beauty
The outbreak of the coronavirus negatively impacted
consumers' shopping habits immediately. Companies were
forced to close their stores first in China, and later in
Europe and the US. Interestingly, active cosmetics (e.g. anti-
aging creams) still did well during this time, benefiting from
the open pharmacy channel. For example, L'Oréal's total
organic sales declined by 4.8% in the first quarter, but
its active cosmetics division grew by 13%, supporting our
favorable long-term view on growing demand for personal
care products.

We expect personal care and beauty to return to previous
growth rates next year. With the relaxation of government
restrictions, consumer confidence should improve again. A
normalization of social life will likely increase demand for
personal care and beauty products, in particular certain
makeup or skin care brands.

Retirement housing
Nursing homes have recorded a disproportionate number of
coronavirus deaths in recent months. This crisis underscores
the importance of building more secure foundations for the
industry. Therefore, the short-term outlook for the sector is
challenging and the market will have to adjust accordingly.
The public relations disaster, coupled with higher personnel
and security costs, has undermined profitability. We expect
new entries into retirement homes to fall sharply and
vacancy rates to rise further this year.

However, in the longer term the investment case remains
attractive. The aging of society will accelerate demand
growth, and low debt yields should underpin real estate
valuations. The declining nursing quality of underfunded
public institutions will provide opportunities in the high-
end private care segment. For further information, please

refer to our publication "LTI Retirement homes - updated,"
published on 20 May of this year.

Fast recovery in healthcare services expected
Manufacturers providing medical devices used in elective
procedures have faced significant revenue losses during the
pandemic. However, most demand should be delayed rather
than destroyed, and a backlog has built up that will be
tackled as hospitals gradually restart non-urgent procedures.
Overall, the long-term investment case for medical devices
—driven by innovative and cost-efficient new treatments,
an aging population, and a growing prevalence of "lifestyle
diseases"—is still in place.

Indeed, the long-term trend remains favorable. As silver
spenders reach retirement age, they will likely need
more medical care. Funding their healthcare needs will
require them to draw on their earned social benefits like
Medicare (US), as well as to use their savings to buy
private insurance. Managed care organizations (MCOs, or
health insurers) are expected to be a major beneficiary
of healthcare demand. Seniors are increasingly choosing
privately managed Medicare Advantage plans, a type of
health insurance plan in the United States that provides
Medicare benefits through a private-sector health insurer,
instead of traditional fee-for-service Medicare. The managed
care organizations offer Medicare Advantage plans and
generally benefit both from the growth in the Medicare-
eligible population and from the increasing market share
shift to Medicare Advantage. For further information, please
refer to our healthcare reports, in particular "LTI Medical
Devices" published on 11 April 2019.

Demand for financial planning
Silver spenders' need for services to manage and administer
their assets, finance their retirement years, and plan for the
future of their beneficiaries will increase—especially as life
expectancy continues to rise. The COVID-19 pandemic has
led to different developments within the financial sector. For
instance, wealth managers have outperformed while retail
banks have underperformed. Life insurers, trust companies,
wealth managers, and asset managers can benefit from
silver spending by specializing in retirement services or estate
planning targeted at an older demographic. For further
information, please refer to our publication "LTI Retirement
planning" published on 17 September 2019.
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Key Driver - An aging population

Globally, population groups aged 60 and older are growing
in excess of twice the rate (3%) of the overall population
(1.1%), according to UN data. In just over 30 years' time,
the number of people above 60 should exceed the number
of children (15 years old and under).

This trend will be even more evident across developed
countries, which are more advanced in the aging cycle than
their emerging market counterparts. Today in developed
regions, one in four people is aged 60 or older, a figure
that is projected to rise to one in three by 2050 thanks to
increasing longevity and the aging of the baby boomers.

While the number of people older than 50 in developed
countries is expected to increase by nearly 100 million (20%)
by 2040, the below-50 age group is expected to shrink by
roughly 60 million (8%) (Fig. 2). So in the next 20 years the
population aged between 50 to 80 years old is expected
to increase by 38 million, from 33.6% of the population to
35.6%.

Fig. 2: Populations are expected to age
significantly
Size of population in developed countries, by age, in thousands

Source: UN, UBS, as of June 2017

Fig. 3 shows the UN's projections for the years 2018–2038
by specific age in developed regions. The increase of the
population between 50 and 80 years of age in the next 20
years, from 424 million to 462 million, is noteworthy.

Different ages, different spending patterns
As people grow older, their spending focus changes
markedly in terms of the specific categories of goods
and services they buy. Given greater longevity and aging
demographics, a larger proportion of people with a

different spending focus will arise relative to the younger
demographic, in our view.

Fig. 3: Developed regions' populations are forecast
to age
Projection of different population ages in developed regions, thousands of
people

Note: There are risks associated with forecasting over such long periods
Source: UN, UBS, as of June 2017

Significance of the silver spenders' spending power
The consumption of the silver spender age category
will likely increase dramatically as a proportion of total
consumer spending. Many studies have shown that growing
developed country pension deficits are resulting in the
need for many people to work longer. We don’t dispute
this finding. But in the last two decades, consumption by
Europeans aged 50 and over has risen three times as fast
as that of the rest of the population, according to the
UK’s National Endowment for Science, Technology, and the
Arts. In the UK, for example, by 2030 the over-65 age
group will account for 25% of the total consumer market.
Similarly, in the US, the baby-boom generation already
accounts for 37% of personal consumption expenditures.
These statistics highlight the importance of understanding
the spending patterns of people as they age in terms of
sector composition.

Risks
A number of risks could minimize or delay the rise in old
age consumer spending. Age discrimination could continue,
with employers failing to embrace an older workforce,
meaning that older cohorts might not work as long as
expected. Pension and savings assets might provide lower-
than-expected returns, depriving pensioners of incremental
spending power, which is part of the more general risk
of lower-than-expected disposable income for older age
categories.

A cyclical downturn in the global economy hurts
discretionary spending for all age categories. But Longer

Longer Term Investments

04



Term Investment (LTI) themes are based on structural drivers
and target investors willing to invest over multiple business
cycles. Similarly, one-off events such as a housing crash
would hit consumer sentiment and erode the perceived
wealth of the oldest age categories, resulting in lower
consumer spending.

As healthcare is part of this theme, it's important to
consider potential regulatory changes. In the US, the
debate around drug pricing continues, but we do not
expect US government price intervention at this time. If
anything, we could see pharmaceutical valuations expand
as the importance of drug companies in the fight against
COVID-19 comes into focus.

Several factors could have positive implications for
the theme and foster silver spending. The uptrend in
labor participation rates for those 65 and over could
accelerate, providing this age group with higher-than-
expected incomes. Higher silver spending could also come
from better-than-expected savings and pension returns. In
relative terms, lower-than-expected fertility rates, along with
a continued rise in longevity, would accelerate the older age
groups' dominance over consumer markets.

Longer Term Investments
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Appendix

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS
Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS").
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment
research.
Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or
other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular
investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions.
Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be
offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this
document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made
as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and
market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ
or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values"))
be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or
the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without
limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing
performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this
document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled
at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant investment
instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer,
the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions
(including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in
UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the
investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow
of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is
not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of
an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may
be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more.
Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for
the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering,
synthesizing and interpreting market information.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any
of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly
prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or
lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as
may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment
views and publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the
relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
available upon request from your client advisor.
Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only
for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of
"Characteristics and Risks of Standardized Options". You may read the document at https://www.theocc.com/about/publications/character-
risks.jsp or ask your financial advisor for a copy.
Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured
investment, you must read the relevant offering materials for that investment. Structured investments are unsecured obligations of a particular
issuer with returns linked to the performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a
substantial portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the
issuer becomes insolvent. UBS Financial Services Inc. does not guarantee in any way the obligations or the financial condition of any issuer or the
accuracy of any financial information provided by any issuer. Structured investments are not traditional investments and investing in a structured
investment is not equivalent to investing directly in the underlying asset. Structured investments may have limited or no liquidity, and investors
should be prepared to hold their investment to maturity. The return of structured investments may be limited by a maximum gain, participation
rate or other feature. Structured investments may include call features and, if a structured investment is called early, investors would not earn any
further return and may not be able to reinvest in similar investments with similar terms. Structured investments include costs and fees which are
generally embedded in the price of the investment. The tax treatment of a structured investment may be complex and may differ from a direct
investment in the underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should consult their own tax
advisor about their own tax situation before investing in any securities.
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Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower
or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the
investment opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all
aspects of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate
responsibility, sustainability, and/or impact performance.
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE,
UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS
Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is
a subsidiary of UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by a
non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this report
should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of
this report have not been and will not be approved by any securities or investment authority in the United States or elsewhere.
UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning
of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not
intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager
or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial
Consultant and is made available to their clients and/or third parties.For country disclosures, click here.
Number 01/2020. CIO82652744
© UBS 2020.The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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