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Large-scale demographic processes are generally characterized by inertia and a 

much higher predictability than economic indicators projected over several years. 

This does not mean, however, that demography as an economic factor is 100% 

clear-cut and straightforward: effects of population structure changes on a 

country’s economy and finances are still waiting to be properly studied and 

interpreted. Partial blame for this can be placed on inadequate economic statistical 

data due to incomplete comparability (or complete lack of comparability) of most 

time series for those intervals when demographic indicators went through significant 

changes. 

Admittedly, there are aspects of demography that we understand rather well. For 

instance, the above mentioned effect on a country’s economy and finances clearly 

does exist, and is quite considerable. Changes in the size of employable 

population is an important factor that affects economic development. In most 

dynamically growing economies throughout modern history, employable 

populations used to grow rapidly as a result of ebbing infant and child mortality 

rates and growing active life expectancies. Among major economies over the 

recent decades, the main beneficiaries of these processes have been Brazil and 

the countries of Southeast Asia. But demographic dividends do not last 

forever: thus, China’s employable population (unlike India’s) is already on the 

verge of decline. 

Despite the importance of the demographic factor, the difference between 

economic growth rates in developing countries and the rest of the world cannot 

be entirely explained by workforce growth rates. The scale is tipped not by the 

size of employable population, but by the method and intensity of its use, i.e. 

labor productivity, which can be increased by accumulating physical and human 

capitals. Due to its low base effect, such growth is more clearly demonstrated by 

relatively poorer countries. As a result of globalization, cheap labor has been 

attracting foreign investments and stimulating catch-up growth on a number of 

markets across the world. The two countries with populations in excess of one 

billion (India and China) continue to boost their labor productivity levels, which 

helps them grow, while in the present day Brazil, for example, the labor force is 

expanding in the absence of outrunning productivity growth. The rapid growth of 

the Russian economy in the 2000s cannot be explained by the growth of oil 

exports alone; rather, it occurred due to the formation and more importantly, re-

injection of physical and human capitals into the economy after the crisis-related 

transformation of the 1990s. 

Lately, demographic changes placed in the financial market context have become 

one of interest-evoking and popular discussion topics. Apparently, in most 

developed countries, interest rates are experiencing pressure from the two 

conflicting processes, as outlined below.  

January 16, 2017 

 

Vedomosti, #4231, 

23.12.2016, 

http://www.vedomosti.ru/n

ewspaper/blogs/2016/12/23

/670927-ekonomika-zrelosti 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ekaterina Trofimova 

CEO 

+7 (495) 139-0480 

ekaterina.trofimova@acra-ratings.ru 

 

Natalia Porokhova 

Director, Head of Research and 

Forecasting Group 

+7 (495) 139-0490  

natalia.porokhova@acra-ratings.ru 

 

Contacts for media 

Maria Mukhina 

Operating Director 

+7 (495) 139-0480 

maria.mukhina@acra-ratings.ru 

 

http://www.vedomosti.ru/newspaper/blogs/2016/12/23/670927-ekonomika-zrelosti
http://www.vedomosti.ru/newspaper/blogs/2016/12/23/670927-ekonomika-zrelosti
http://www.vedomosti.ru/newspaper/blogs/2016/12/23/670927-ekonomika-zrelosti


 

Russia: En route to maturity January 16, 2017 

 

 

  2 
 

On the one hand, interest rates are being affected by the growing life expectancy 

due to a dropping mortality rate among senior citizens. Quality of life of the 

elderly is improving at a faster rate than that of the expansion of employable age 

categories. Therefore, the number of non-productive (or less productive) years in 

any person’s life grows along with his or her increased life expectancy. With all 

other things being equal, this means that in order to ensure a comfortable level 

of consumption after retirement, one would need to save a relatively large portion 

of their regular income while still employed. This may exert a downward pressure 

on real interest rates, as credit supply becomes more abundant. 

On the other hand, the dropping mortality rates result in the ballooning shares of 

the elderly in total populations. As retired individuals start digging into their 

lifetime savings, they typically tend to acquire a higher propensity to spend. By 

contrast, this pushes credit supply back down and can exert an upward pressure 

on real interest rates.  

In 2016, several research publications came out that independently agreed on the 

following: financial markets are currently more affected by the first of the above 

mentioned processes, which in the developed economies translates into a 

reduction of average real interest rates (it should be noted that demographic 

factors were behind about one third of rate reductions in developed countries 

over the last three decades). Monetary stimuli and interest rates dynamics since 

2008 can look as mere oscillations around a steady long-term trend. If research 

models adequately portray the real state of affairs, demographic factors may 

again exert upward pressure on global real interest rates. 

Conversely, demography is only one of the contributing factors. Situations in 

Russia and other developing countries are tell-tale evidence to that. In the 2000s, 

life expectancy in Russia was increasing rapidly, but the share of senior citizens in 

total population showed almost zero growth. Following the model logic, we could 

expect real interest rates to drop, but instead we are observing a gradual upward 

movement. Demographic factors still play only a minor role on the Russian 

financial market: persistent financial troughs and high inflation discourage people 

from making retirement savings. However, once our financial market stabilizes, 

the demographic factor will be moving centerstage.   
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The Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian corporate and financial 

institutions and its authorized capital exceeding RUB 3 bn. ACRA’s main objective is to provide the Russian financial market with high-quality rating 

products. Methodologies and internal documents of ACRA are developed in compliance with the Russian legislation and with regard to global rating 

industry best practices. 

The provided information, including, without limitation, credit and non-credit ratings, rating assessment factors, detailed credit analysis results, 

methodologies, models, forecasts, analytical reviews and materials, as well as other information placed on the ACRA website (further referred to as 

Information), coupled with the ACRA website software and other applications, are intended for information purposes only. Information must not be 

modified, reproduced or distributed by any means, in any way or form, either in whole, or in part, in marketing materials, as part of public relations 

events, in news bulletins, in commercial materials or reports without a prior written consent from, and reference to, ACRA. Any use of Information in 

violation of these requirements or the law is prohibited. 

ACRA credit ratings reflect ACRA’s opinion about the ability of a rated entity to meet its financial obligations or about the credit risk of individual 

financial obligations and instruments of a rated entity at the time of publication of the relevant Information. 

Non-credit ratings reflect ACRA’s opinion about certain non-credit risks assumed by interested parties interacting with a rated entity. 

The assigned credit and non-credit ratings reflect all material information pertaining to a rated entity and known by ACRA (including the information 

received from third parties), the quality and reliability of which ACRA considers appropriate. ACRA shall not be responsible for the accuracy of 

information provided by clients or relevant third parties. ACRA does not audit or otherwise verify the provided data and shall not be held responsible 

for their accuracy and completeness. ACRA conducts rating analysis of information provided by customers using its own methodologies, with the texts 

thereof available on ACRA’s website – www.acra-ratings.com/criteria. 

The only source that reflects the latest Information, including the one about credit and non-credit ratings assigned by ACRA, is ACRA’s official website 

– www.acra-ratings.com. Information is provided on an "as is" basis. 

Information shall be considered by users exclusively as ACRA’s statement of opinion and must not be regarded as advice, recommendation or 

suggestion to buy, hold or sell securities or other financial instruments of any kind, nor shall it be viewed as an offer or advertisement.  

Neither ACRA, nor its employees and persons affiliated with ACRA (further referred to as the ACRA Parties) provide any direct or implied guarantee 

expressed in any form or by any means regarding the accuracy, timeliness, completeness or applicability of Information for making investment and 

other decisions. ACRA does not act as a fiduciary, auditor, investment or financial advisor. Information must be regarded solely as one of the factors 

affecting an investment decision or any other business decision made by any person who uses ACRA’s information. It is essential that each of such 

persons conduct their own research and evaluation of a financial market participant, as well as an issuer and its debt obligations that may be regarded 

as an object of purchase, sale or possession. Users of Information shall make decisions on their own, involving their own independent advisors, if they 

deem it necessary. 

ACRA Parties shall not be responsible for any action taken by users based on Information provided by ACRA. ACRA Parties shall under no circumstances 

be responsible for any direct, indirect or consequential damages or losses resulting from interpretations, conclusions, recommendations and other 

actions taken by third parties and directly or indirectly connected with such information. 

Information provided by ACRA is valid only as of the date of preparation and publication of materials and may be amended by ACRA in the future. 

ACRA shall not be obliged to update, modify or supplement Information or inform anyone about such actions, unless the latter was recorded separately 

in a written agreement or is required by the legislation of the Russian Federation. 

ACRA does not provide advisory services. ACRA may provide additional services, if this does not create a conflict of interest with rating activities. 

ACRA and its employees take all reasonable measures to protect all confidential and/or material non-public information in their possession from 

fraud, theft, unlawful use or inadvertent disclosure. ACRA provides protection of confidential information obtained in the course of its business 

activities as required by the legislation of the Russian Federation. 

 


