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Forecast 2040 – My Friend the Bear

• Half the world will be Hungry

• Sea Level rises 1 Meter - flooding Bangladesh etc.

• Rising Temperatures reduce Productivity in Equatorial Countries

• Longevity up due to Science, creating more Unproductive Old People

• “One Man – One Vote” leads to Populism and Socialism throughout 
the Developed World

• Unions exploit opportunities in the Public Sector, raising Tax 
Burdens, lowering Productivity and lowering Education Quality 

• Law & Order rise above Freedom and Liberty - gated communities, 
armed guards, firearms
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Emerging/Frontier Countries: Under $10,000 GDP/capita



Frontier Countries:  Not in MSCI Emerging Markets Index

.



Population
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Rich World versus Poor World 
Human Capital and Financial Opportunity

.
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Rich World versus Poor World

Source: IMF, http://www.imf.org/external/pubs/ft/weo/2010/update/01/index.htm Jan 2010
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Rich World versus Poor World

Source: PIMCO, February 2010



Poor World



Poor World



Poor World?

Cuyahoga River 1971



GDP per Capita (2000 $)
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The GUM Department Store 1991… and 2002

History 



China…the Country



Night Life



China – 1988 
Frontier – Today?



Demographics Favor the Poor Countries

.

Population Demographics

0

2

4

6

8

10

12

14

16

18

20

0 10 20 30 40 50 60
                Age < 15

A
ge

 >
 6

4

Developed Markets

Emerging Markets

Frontier Markets

Japan
Italy

Germany
Greece

Bulgaria

Singapore

Ireland

Argentina

Uganda

Pakistan

UAE

ZambiaBahrain

Peru

Sri Lanka

Nigeria

Vietnam

China

Source: World Development Indicators, 2006 Front ierCountries0607

Poland

Romania



Demographics
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Africa 1.2%

Bulgaria -1.1%

2011 2025
Population 

Growth Rate
Bulgaria 7.7      7.1     -0.6%
Ukraine 46.7    43.2    -0.6%
Belarus 9.8      9.1     -0.5%
Moldova 3.6      3.4     -0.5%
Georgia 4.3      4.0     -0.5%
Lithuania 3.4      3.1     -0.5%
Russia 144.1  136.5  -0.4%
Malawi 16.2    23.3    2.6%
Occupied Palestine 4.6      6.6     2.7%
Somalia 9.6      14.0    2.7%
Benin 9.5      13.8    2.7%
Tanzania 46.6    67.7    2.7%
Burkina Faso 16.8    24.9    2.8%
Afghanistan 30.2    45.1    2.9%
Uganda 35.0    53.6    3.1%
Niger 16.5    27.4    3.7%



Demographics – China versus India Today

China 2011
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1,385,864 

Population

Source: United Nations Population Prospects, 2009

2011

(80,000) (40,000) - 40,000 80,000

0-4

5-9

10-14

15-19

20-24

25-29

30-34

35-39

40-44

45-49

50-54

55-59

60-64

65-69

70-74

75-79

80+

80-84

85-89

90-94

95-99

100+

Females
Males

India

 1,240,387 

Population (000)



2050
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Demographics – China versus India in 2050

Source: United Nations Population Prospects, 2009



Demographics: Japan – Now & 2050

2011
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Demographics: U.S. – Now & 2050
2011
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Demographics: Nigeria – Now & 2050
2011
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Demographics: Russia – Now & 2050
2011
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The Middle-Class: China versus India

China vs India 
Urban Housebolds by Income
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Middle Class Urban Households
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$2,000 to $12,000 is the sweet spot for consumption
(Penetration of durable goods relative to annual income)

$12,000 = 90,000 RMB$2,000 = 15,000 RMB



A Virtuous Circle of Frontier/Emerging Market Trade
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Resource
World 
Rank Country Resource

World 
Rank Country

Barite 6 Algeria Lead 1 Algeria 
Barite 14 Bulgaria Lead 4 Macedonia 
Barite 18 Vietnam Lead 7 Namibia 

Bauxite 1 Guyana Lead 12 Zambia
Bauxite 8 Guyana Lead 14 Serbia
Bauxite 11 Kazakhstan Lead 17 Turnisa

Bismuth 8 Kazakhstan Molybdenum 6 Armenia
Boron 9 Kazakhstan Molybdenum 8 Kazakhstan 

Cadmium 6 Kazakhstan Molybdenum 13 Mongolia 
Cesium 2 Namibia Nickel 15 Botswana 
Cesium 3 Zimbabwe Nickel 17 Zimbabwe 

Chromite 2 Kazakhstan Niobium 7 Namibia 
Cobalt 4 Zambia Niobium 8 Nigeria

Copper 2 Zambia Niobium 11 Uganda
Copper 5 Namibia Phosphate 15 Senegal
Copper 7 Uganda Rhenium 2 Armenia
Copper 8 Botswana Soda 6 Uganda
Copper 9 Zimbabwe Soda 2 Botswana 

Diamonds 2 Botswana Soda 7 Kenya 
Diatomite 12 Romania Vermiculite 6 Zimbabwe 
Fluorspar 5 Mongolia Zinc 1 Algeria 
Fluorspar 8 Namibia Zinc 3 Namibia 
Fluorspar 9 Kenya Zinc 5 Zambia

Ilmenite 12 Vietnam 

Raw Minerals & Energy 

….The Frontier is Rich

Proven reserves: Oil: Natural Gas:
Thousand 

million 
barrels

World 
Rank

Trillion cubic 
metres

World 
Rank

Africa Algeria 12.2 17 4.5 10
Africa Angola 13.5 15
Africa Chad 0.9 42
Africa Gabon 3.2 31
Africa Libya 43.7 8 1.5 22
Africa Nigeria 36.2 10 5.2 8
Africa Rep. of Congo 1.9 35
Africa Sudan 6.7 21
Africa Tunisia 0.6 46

Asia Azerbaijan 7.0 20 1.2 24
Asia Bangladesh 0.4 39
Asia Kazakhstan 39.8 9 1.8 18
Asia Pakistan 0.9 28
Asia Turkmenistan 0.6 47 7.9 4
Asia Uzbekistan 0.6 48 1.6 21
Asia Vietnam 4.7 25 0.6 31

Eastern Eur Romania 0.5 49 0.6 30
Eastern Eur Ukraine 0.9 27

Latin Am Bolivia 0.7 29
Latin Am Colombia 1.4 38 0.1 48
Latin Am Ecuador 3.8 28
Latin Am Trinidad & Tobago 0.8 44 0.5 35
MidEast Bahrain 0.1 50
MidEast Iran 137.6 2 29.6 2
MidEast Iraq 115.0 3 3.2 12
MidEast Kuwait 101.5 4 1.8 19
MidEast Oman 5.6 23 1.0 26
MidEast Qatar 27.3 13 25.5 3
MidEast Saudi Arabia 264.1 1 7.6 5
MidEast Syria 2.5 34 0.3 45
MidEast United Arab Emirates 97.8 6 6.4 7
MidEast Yemen 2.7 32 0.5 34

Source: British Petroleum, 2009
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No Sub-prime Problems in Emerging/Frontier



Banking

Bank Accounts per Adult
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Banking

Deposits & Loans versus GDP
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Valuations: Frontier & Emerging Markets are Attractive

Price/Earnings Ratios
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Valuations: Frontier & Emerging Markets are Attractive

Price/Book
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Valuations: Frontier & Emerging Markets are Attractive

Return on Equity
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Risk

Source: Human Security Centre, UBC



Risk

Source: Human Security Centre, UBC



Risk More Peacekeepers and Tribunals

Source: Human Security Centre, UBC
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Investors’ Risk - Loss Aversion & Utility Function

• Coin toss: lose $100…. Win ??

Myopic Loss Aversion and the Equity Premium Puzzle, Shlomo Benartzi and Richard Taylor, 
Quarterly Journal of Economics 1998



Investors’ Risk - Loss Aversion & Utility Function

• Coin toss: lose $100…. Win ??
• Paul Samuelson’s wager:

─ Coin toss: win $200, lose $100
─ Colleague’s response: “no” for one toss, “yes” for 100 x

• Loss Aversion Factor ~ 2.5x
• 1 toss Utility = 50%*1*200 + 50%*2.5*(-100) = -25
• 2 toss Utility = 

25%*win both+50%*split+25%*lose both =
.25*400 + .5*100 + .25*2.5*(-200) = +25

Myopic Loss Aversion and the Equity Premium Puzzle, Shlomo Benartzi and Richard Taylor, 
Quarterly Journal of Economics 1998



Investors’ Risk 

Source: Meir Statman, Countries and Culture in Behavioral Finance, CFApubs.org, Sept 2008 



Optimism – Pew Survey

.

Life Satisfaction versus Income
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Optimism – Pew Survey

Optimism versus Income
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Optimism – Pew Survey

.

"Next Generation Better Off"  versus Income
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Optimism: Determination



Optimism: Determination



Optimism: Determination




