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Motivation



Europe is Ageing

• Longevity has increased, but fertility
declined

• Immigration has not been able to fill 
in

• We’re talking about tens of millions 
of elderly people in EU, hundreds of 
millions globally

• Ageing will have serious effects on 
the economy via various channels



“It’s complicated”

• Economic effects of ageing is very 
complicated subject, because there are 
mechanisms that run both ways

– Additionally, the mechanisms are many

– GG deficit and debt, crowding out, more 
public services, decline in productivity 
growth, decreased risk appetite, 
questions about monetary policy

+ People are healthier than before, more 
automation due to labour constraints
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https://www.imf.org/-/media/Files/Publications/WEO/2025/April/English/ch2.ashx


Case Finland



Economic growth has been modest 
since 2010

22.5.2025 Luottamuksellinen / Tekijä7



Why Finland is an interesting case?

• Cohorts born after WW2 were very 
large relatively speaking → Rapid 
acceleration in ageing after 2010

• Allows us to compare Finland to other 
similar countries using Synthetic 
Cohort Method (SCM)

• Allows us to use regional variation 
using instrumental variable approach 
(IV)

• 2010 marks a turning point
• Boomers started to retire

• These cohorts were very large in 
Finland

• Relatively speaking larger 
than in other countries



Results in a Nutshell
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• Impact of ageing on the Finnish 
economy between 2010 and 2019 is 
significant:

– GDP per capita: -18 %

– Productivity: -8 %

– Debt to GDP: +25 %
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Source: Kotamäki & Lehtimäki (2025)

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5064889


What if also other countries 
aged..
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Two Biggest Countries in EU

22.5.202511

10%

6%

2%
4%

3%

10%

7%

2%

5%

9%

16%

9%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

2010-2020 2020-2030 2030-2040 2040-2050

Change in OADR

Finland Germany Italy



China is Ageing. FAST!

Population (M)

Working 
Age

Old 
Age

OADR

2015 988 139 14%

2025 979 209 21%

2035 920 310 34%

2045 797 368 46%
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Huge Impacts

• According to recent IMF model-based 
calculations, the economic effects of 
ageing are absolutely huge

• Our empirical model is in the same ball-
park, producing perhaps even slightly 
larger effects

• The effect will come “like a thief in the 
night”, which makes the political 
response more difficult

– It’s unnoticeable on a year-by-year basis, 
but effect is considerable in the long run
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Conclusions and Discussion



Conclusions I
• ”The present of Japan is the future of the globe” – Jesús Fernández-Villaverde



Conclusions II

• ”The present of Finland is a light version 
of the future of Europe”
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Conclusions III

• There’s still time to make adjustments, 
but time is running out

• Immigration policies are important

• Prepare for continuation of low (lower?) 
growth in the EU

– Back to low inflation, low interest rates?

• How will Italy as a big EMU country 
survive with already high public debt and 
low productivity growth?

– Debt crisis ahead of us? How can we dodge 
it? Position and credibility of EU fiscal rules 
in all this? Are we already kicking the can?

• China: Huge economic and societal 
changes ahead
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Thank you!


