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The Intergenerational Report issued by Treasury outlines five major forces 
that are going to shape Australia in the coming decades: population 
growth; technology; climate change; the needs of an ageing population; 
and growing global uncertainty. Mark Knight, CEO of Ausbil, looks at what 
these trends mean, not just for the economy, but also for investors, but 
warns that things need to change to unleash the benefits.

Key points

• In August 2023, The Australian Federal Government released the Australian Treasury’s 2023 
Intergenerational Report on the outlook for Australia over the coming 40-years. This coincides 
with the recent report from the Business Council of Australia, entitled ‘Seize the moment: A plan to 
secure Australia’s economic future’. The focus of both is improving productivity in Australia.

• Australian economic growth is set to slow over the coming decades, according to Treasury 
projections.

• Like other developed markets, the trend in the productivity of labour in Australia is falling and 
expected to weaken over the coming decades. There is an immediate need to address falling 
productivity with policy and tax reform.

• Australia’s population growth is slowing, the population is ageing, and there is an increasing share 
of services over goods in the makeup of the economy. 

• Regardless of the pace of policy reform, the outlook for Australia’s economy is showing significant 
opportunity in the future facing commodities needed for decarbonisation; in energy and energy security; 
the services and support needed by an ageing population; and in growing demand for education, health 
services, pharmaceuticals and biotechnology, technology, infrastructure and many other sectors.  

 
Q:  In a nutshell, what does the Australian Government’s 2023 

Intergenerational Report say about the future?

MK: The Intergenerational Report looks at how Australia is expected to grow and change over the 
coming 40-years. In a nutshell, the report identifies five major trends driving how Australia will look in 
the future. The first is population. Australia’s population growth is slowing, people are living longer, and 
getting older compared to earlier generations. In the next 40-years, the number of Australians aged over 
65 years will more than double. The second trend is the rise of the digital economy and the rapid onset of 
technological change, and what we are seeing with the advent of artificial intelligence. The third change 
is the decarbonisation journey and how the world achieves its net zero targets. The fourth is the rising 
costs that come with an ageing population in the provision of services and care. The fifth is the changing 
world order, with globalisation falling away with increased fragmentation as countries rethink the benefits 
of an open world market with respect to the wellbeing and safety of their own populations. 

As part of the Intergenerational Report, Treasury has provided a long view of Australia’s expected 
economic growth out to 2060/61, as illustrated in Chart 1.
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Chart 1: Australia’s growth profile is maturing and slowing

Source: Intergenerational Report 2023. ABS Australian National Accounts: National Income, Expenditure and Product, and Treasury.

Not only is Australia’s long-term economic growth slowing, so is its population growth, as illustrated in 
Chart 2. By 2040, Australia’s population growth will have slowed from the post-COVID 2% level in 2022 to 
under 1% per annum from 2040 onwards.

Chart 2: Australia’s population growth is slowing

Source: Intergenerational Report 2023. Australian Bureau of Statistics (ABS), National, state and territory population, September 
2022, 2023; and Treasury.

Fertility rates have been falling for decades, with families expected to stay at around 1.6 children each 
on average into the future. Moreover, with lower migration levels, the Australian population has been 
steadily getting older (Chart 3), with a falling share in the productive younger labour market years, and 
a population swelling in the post-retirement years which is helping to drive an increasingly services 
orientated economy.
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Chart 3: Australia’s population is also getting older

Source: Intergenerational Report 2023. ABS, National, state and territory population, September 2022, 2023; Treasury.

 
Australia continues to mature as a developed economy that is less focused on manufacturing and more on 
services output. While Australia has benefited from extensive natural resources over the last 200-years, over 
the last 40 years the country has evolved towards a higher share of services to goods output, as shown in 
Chart 4. Given the level of wages and the cost of land and services, Australia has long lost any competitive 
advantage it may have had in the production of goods and, apart from natural resources production and 
export, continues to pivot more towards a services economy.
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Chart 4: Australia is pivoting towards services at the expense of goods

Source: Intergenerational Report 2023. Treasury, Australian National Accounts: National Income, Expenditure and Product Accounts 
(ABS) 2011 to 2022, Butlin et al, ABS Labour Force and Connolly and Lewis (2010).

Over the past four decades, Australia’s labour productivity has fallen as the economy matures, becomes 
wealthier and moves towards the demand and production of services at the expense of goods, as illustrated 
in Chart 5. 

Chart 5: Australia’s labour productivity is falling

Source: Intergenerational Report 2023. Treasury analysis of ABS 2022 Australian System of National Accounts. Note: Productivity 
cycles determined by the ABS. 2018–2022 is not a complete productivity cycle. The dashed lines represent 20 year and 30 year 
productivity growth averages to 2021–22.

Though Australia’s labour productivity is falling, by international standards, Australia’s recent (10-year) 
labour productivity is the highest compared to other developed markets, as shown in Chart 6. However, 
much older and more mature economies than Australia such as Germany, France, the UK, Italy and Japan 
are stark warnings that developed market productivity can fall even lower as value-adding production shifts 
to labour markets in emerging and developing countries at the expense of older and wealthier populations 
in developed markets.
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Source: Intergenerational Report 2023. Treasury analysis of OECD data. Note: Averages calculated to 2021.

It is important to note that there is significant misunderstanding on what productivity is and how it is 
measured, according to the Gordon, Zhao and Gretton (Productivity Commission, 2015). Productivity is 
described as the efficiency by which an economy converts inputs (labour, capital, and raw materials) to 
output. The Business Council of Australia (BCA, 2023) describes productivity as “getting more output from 
every dollar invested or hour worked.” A negative productivity figure would mean a nation’s production 
depletes the value of its inputs, while a positive value indicates the positive value conversion that come with 
engaging inputs to generate output. The movement in productivity contributes to a countries GDP growth. 
Moreover, improving productivity can be contagious, with more productive firms often helping advance the 
general productivity of their industries in a ‘spillover’ effect, and further assisting growth in the economy 
(Gordon, Zhao and Gretton, 2015). 

Q: How do we address the problem of falling productivity?

MK: At the granular level, industry policy, taxation rules, labour policy, the adoption of new technology, 
and many other aspects of how companies are able to transform inputs into outputs, directly impacts the 
contribution of productivity to economic growth. The Business Council of Australia (BCA) recently launched 
their research paper, Seize the moment: A plan to secure Australia’s economic future, focused on how 
Australia can unlock higher levels of productivity, and how government can help facilitate change. 

The BCA has outlined ways policymakers can help increase productivity for business which by definition 
contributes to economic growth, including: investing in new facilities and equipment; enhancing existing 
technology and investing in new technology; initiatives that develop workforce skills; more innovation and 
faster adoption of new ideas; and removing friction and red tape in the approvals process. 

Specifically, the BCA has highlighted a range of what it calls ‘big ideas’ aimed at improving on productivity 
issues that have been highlighted in the Intergenerational Report. The initiatives include a review and 
update of Australia’s industry policy that helps identify and drive comparative advantages, and significant 
improvement and support for Australian businesses’ access to global supply chains. The BCA exhorts 
policymakers to develop and expand on Australia’s Asian locality with more trade regionally, and expanded 
relationships with India. There is a call for a five-year plan to simplify business. 

On climate change and the potential to spark productivity in actively embracing net zero targets, the BCA 
proposes that the Australian Government and state and territory governments commit to a detailed 10-
year national Net Zero Roadmap based on a whole-of-system approach to decarbonising the economy 
to 2050.
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Chart 6: Australia’s relative productivity is slipping
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The BCA has also called for a significant reform of the taxation system to help remove drag on productivity 
and the disincentives for investing through a range of initiatives, including: the implementation of broad-
based taxation initiatives rather than direct taxes; broaden and increase the goods and services tax (GST) 
but with a low-income household compensation consideration; streamline direct taxes like income tax and 
company tax (reducing it to 25% in line with the OECD average); and implementing the Personal Income Tax 
Plan stage 3 tax cuts. The BCA suggest addressing the capital gains and tax on savings; and to address 
state-based taxes such as harmonising payroll tax; abolishing stamp duty in favour of a broad-based land 
tax; and abolishing insurance taxes.

With respect to population growth and workforce participation, the BCA is calling for more targeted 
migration that supports productivity with skills, policies that increase the participation of women in the 
workforce, more creative working engagements the expand the workforce, and improvements in work-
relevant education and access to lifelong education. 

Of course, in Australia, there is a spectrum of views on each of these reform issues and how to address the 
declining productivity of Australia’s economy. What is undebatable is the pressing need for governments 
and other policymakers and regulators to look at a coordinated approach to helping address the productivity 
problem that is outlined in the Intergenerational Report, and by the BCA and the Productivity Commission 
in their work to promote greater productivity for Australia. For investors, there are myriad opportunities that 
can come from a focus on improving Australia’s ability to grow its economy.

Q:  Where are the investment opportunities in the 40-year outlook for 
Australia painted by the Intergenerational Report?

 
MK: There are opportunities for investors in the long secular themes outlined by the Intergenerational Report, 
and we believe these would be magnified with improved conditions for productivity like a review of the tax 
system, and more pro-productivity policies that are harmonised between federal and state governments. 

We see a number of major investment opportunities in the long view of Australia’s economy. Firstly, perhaps, 
is the outlook for commodities and natural resources. Australia is resource rich, and there have been many 
different cycles in which different commodities have been beneficial to Australia’s economic growth. Firstly, 
soft commodities like wool and grain were significant exports for Australia in the nineteenth and early twentieth 
centuries. Bulk commodities, iron ore and coal, have long been dominant contributors to Australia’s export 
trade, especially with the rapid urbanisation of China over the last three decades. With the onset of a global 
climate emergency driving the need to decarbonise, Australia’s commodity complex is looking at decades 
of major demand for key decarbonisation commodities as countries seek to achieve their net zero targets 
by 2050. The commodity outlook is shifting towards the commodities that support decarbonisation, as 
illustrated in Chart 7, especially in a context where there has been major underinvestment in supply over 
the last decade.

Source: Intergenerational Report 2023. Forecasts and projections from 2022–23. Department of Industry, Science and Resources – 
Resources and Energy Quarterly, March 2023.

Chart 7: Key commodity production outlook is shifting
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Decarbonisation remains a key driver of Australia’s markets, with positive ramifications for the metals and 
mining, and energy sectors. We remain focused on the key thematics that are driving long-term earnings 
growth, particularly where imbalances see demand exceeding supply on a fundamental basis for some 
time. We like critical metals and commodities for the long rotation from fossil fuels to renewables in the 
great decarbonisation, and the electrification-of-things, with the steady switch from combustion and fossil 
fuel power to renewable electricity generation. This is a long game which requires a significant amount of 
investment. Service companies associated with the cap-ex investment needed for this energy transition are 
also attractive. 

There is a multiplicity of other investment themes driven by the long trends identified in the Intergenerational 
Report. There are significant investment opportunities from Australia’s ageing population, including health, 
wellbeing and housing support, and medical and pharmaceutical developments associated with greater 
support. Education remains a major export for Australia, and a relative advantage in the Asian region, which 
will see significant growth in school, tertiary and professional education services. Waste management and 
conversion, and the recycling industry is another area of growth set to benefit from a rising population and 
a growing services economy. The building of sustainable infrastructure (energy, communications, transport, 
utilities and technology), and building sustainable communities in real estate also offer interesting investment 
options. Artificial intelligence, cybersecurity, privacy, access to technology, data, electronic storage and the 
internet-of-things is also offering options that are significantly leveraged to Australia’s productivity path. 
Finally, energy and energy security in an increasingly uncertain world, particularly since the energy shock 
that came with Russia’s invasion of Ukraine, has become a major long-term opportunity for Australia in 
helping supplement energy supplies, and assisting in the acceleration of renewables globally.

Q:  What do you conclude about Australia’s future as outlined in the 
Intergenerational Report? 

 
MK: The Intergenerational Report highlights some long trends that call for a critical response from 
policymakers to address the core problem of falling productivity in Australia. The BCA has proposed a range 
of constructive opportunities for change, and governments are also reviewing the report for future changes 
that support productivity. While we wait for policymakers to respond, the trends like decarbonisation, 
support for an ageing population, increased participation and an expanded workforce for more productive 
output, a growing services sector, the adoption and leverage of new technologies, and any actions that can 
be made to make it easier for business to invest, and for consumers to participate more in the productivity 
equation, all offers compelling opportunities for investors with a long-term focus. While the Intergenerational 
Report is a great start, the time is now for policymakers to act in order to accelerate the potential for 
Australia to engage more productively with the world.
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DISCLAIMER

General 

Research provided to a client may vary depending upon various factors 
such as a client’s individual preferences as to the frequency and manner of 
receiving communications, a client’s risk profile and investment focus and 
perspective (e.g., market wide, sector specific, long-term, short-term, etc.), 
the size and legal and regulatory constraints.

This material is issued by Ausbil Investment Management Limited (‘Ausbil’) 
(ABN 26076316473 AFSL 229722). This material contains general 
information only and is intended for viewing by wholesale investors and 
investment professionals only . It must not be distributed to retail clients or 
to the general public. This document must not be reproduced in any form 
or distributed to any person without the prior written consent of Ausbil. This 
material is not intended to provide you with financial product advice and 
does not take into account your investment objectives, financial situation 
or needs. Before making an investment decision, you should obtain 
professional advice and consider whether this information is appropriate 
for you. You should consider the Product Disclosure Statement which is 
available at www.ausbil.com.au and the target market determination 
which is available at www.ausbil.com.au/invest-with-us/design-and-
distribution-obligations before acquiring or investing in our funds. The 
views expressed in these materials are the personal opinion of the author, 
subject to change (without notice) and do not necessarily reflect the views 
of Ausbil or its affiliates. Past performance is not a reliable indicator of 
future performance. To the extent permitted by law, no liability is accepted 
by Ausbil, its officers or directors or any affiliates of Ausbil for any loss or 
damage as a result of any reliance on this information. While efforts have 
been made to ensure the information is correct, no warranty of accuracy or 
reliability is given and no responsibility is accepted for errors or omissions.

This information is for distribution only as may be permitted by law. It is not 
directed to, or intended for distribution to or use by, any person or entity who 
is a citizen or resident of, or located, in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation or would subject Ausbil to any registration or 
licensing requirement within such jurisdiction.

This information is a general communication and is educational in nature; it is 
not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in 
this document constitutes a representation that any investment strategy 
or recommendation is suitable or appropriate to an investor’s individual 
circumstances or otherwise constitutes a personal recommendation. 
By providing this document, none of Ausbil or its representatives has 
any responsibility or authority to provide or have provided investment 
advice in a fiduciary capacity or otherwise. Investments involve risks, and 
investors should exercise prudence and their own judgment in making their 
investment decisions. None of Ausbil or its representatives is suggesting 
that the recipient or any other person take a specific course of action or any 
action at all. By receiving this document, the recipient acknowledges and 
agrees with the intended purpose described above and further disclaims 
any expectation or belief that the information constitutes investment advice 
to the recipient or otherwise purports to meet the investment objectives of 
the recipient. The financial instruments described in the document may not 
be eligible for sale in all jurisdictions or to certain categories of investors.

The value of any investment or income may go down as well as up, 
and investors may not get back the full (or any) amount invested. Past 
performance is not necessarily a guide to future performance. Neither Ausbil 
nor any of its directors, employees or agents accepts any liability for any loss 
(including investment loss) or damage arising out of the use of all or any of 
the Information.

Prior to making any investment or financial decisions, any recipient of this 
document or the information should take steps to understand the risk and 
return of the investment and seek individualised advice from his or her 
personal financial, legal, tax and other professional advisors that takes into 
account all the particular facts and circumstances of his or her investment 
objectives.

Any prices stated in this document are for information purposes only 
and do not represent valuations for individual securities or other financial 
instruments. There is no representation that any transaction can or could 

have been effected at those prices, and any prices do not necessarily reflect 
Ausbil’s internal books and records or theoretical model-based valuations 
and may be based on certain assumptions. Different assumptions by Ausbil 
or any other source may yield substantially different results.

No representation or warranty, either expressed or implied, is provided 
in relation to the accuracy, completeness or reliability of the information 
contained in any materials to which this document relates (the “Information”), 
except with respect to Information concerning Ausbil. The Information is not 
intended to be a complete statement or summary of the securities, markets 
or developments referred to in the document. Ausbil does not undertake 
to update or keep current the Information. Any opinions expressed in this 
document may change without notice and may differ or be contrary to 
opinions expressed by other business areas or groups, personnel or other 
representative of Ausbil. Any statements contained in this Report attributed 
to a third party represent Ausbil’s interpretation of the data, 

Information and/or opinions provided by that third party either publicly or 
through a subscription service, and such use and interpretation have not 
been reviewed by the third party. 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 Values 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 Ausbil that you will not use this document or any 
of the Information for any of the above purposes or otherwise rely upon 
this document or any of the Information. Except as otherwise specified 
herein, these materials are distributed by Ausbil, to persons who are 
eligible counterparties or professional clients and are only available to such 
persons. The Information does not apply to, and should not be relied upon 
by, retail clients.

The information contained in this document is given by Ausbil Investment 
Management Limited (ABN 2676316473) (AFSL 229722) (Ausbil) and has 
been prepared for informational and discussion purposes only and does 
not constitute an offer to sell or solicitation of an offer to purchase any 
security or financial product or service. Any such offer or solicitation shall 
be made only pursuant to an Australian Product Disclosure Statement or 
other offer document (collectively Offer Document) relating to an Ausbil 
financial product or service. A copy of the relevant Offer Document 
may be obtained by calling Ausbil on +612 9259 0200 or by 
visiting www.ausbil.com.au and the target market determination 
which is available at  https://www.ausbil.com.au/invest-with-us/
design-and-distribution-obligations/fund-tmds before acquiring or 
investing in the fund. This document is for general use only and does not 
take into account your personal investment objectives, financial situation 
and particular needs. Ausbil strongly recommends that you consider 
the appropriateness of the information and obtain independent financial, 
legal and taxation advice before deciding whether to invest in an Ausbil 
financial product or service. The information provided by Ausbil has been 
done so in good faith and has been derived from sources believed to be 
accurate at the time of completion. While every care has been taken in 
preparing this information. Ausbil make no representation or warranty as 
to the accuracy or completeness of the information provided in this video, 
except as required by law, or takes any responsibility for any loss or damage 
suffered as a result or any omission, inadequacy or inaccuracy. Changes in 
circumstances after the date of publication may impact on the accuracy of 
the information. Ausbil accepts no responsibility for investment decisions 
or any other actions taken by any person on the basis of the information 
included. Past performance is not a reliable indicator of future performance. 
Ausbil does not guarantee the performance of any strategy or fund or the 
securities of any other entity, the repayment of capital or any particular 
rate of return. The performance of any strategy or fund depends on the 
performance of its underlying investments which can fall as well as rise and 
can result in both capital gains and losses.
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Australia The information contained in this Report has been prepared for 
general use only and does not take into account your personal investment 
objectives, financial situation or particular needs.  Ausbil is the issuer of the 
Ausbil Australian Active Equity Fund (ARSN 089 996 127), Ausbil Australian 
Geared Equity Fund (ARSN 124 196 407), Ausbil Australian Emerging 
Leaders Fund (ARSN 089 995 442), Ausbil MicroCap Fund (ARSN 130 664 
872), Ausbil Australian SmallCap Fund (ARSN 630 022 909), Ausbil Balanced 
Fund (ARSN 089 996 949), Ausbil Active Dividend Income Fund (ARSN 621 
670 120), Ausbil Australian Concentrated Equity Fund (ARSN 622 627 696), 
Ausbil Active Sustainable Equity Fund (ARSN 623 141 784), Ausbil Global 
SmallCap Fund (ARSN 623 619 625), Candriam Sustainable Global Equity 
Fund (ARSN 111 733 898), Ausbil 130/30 Focus Fund (ARSN 124 196 621), 

Ausbil Long Short Focus Fund (ARSN 642 635 498), Ausbil Global Essential 
Infrastructure Fund (ARSN 628 816 151) and Ausbil Global Resources Fund 
(ARSN 623 619 590)  (collectively known as ‘the Funds’). The information 
provided is factual only and does not constitute financial product advice. 
It does not take account of your individual objectives, financial situation or 
needs. Before you make any decision about whether to invest in a financial 
product, you should obtain and consider the Product Disclosure Statement 
of the financial product and the target market determination which is 
available at https://www.ausbil.com.au/invest-with-us/design-and-
distribution-obligations/fund-tmds before acquiring or investing in the 
fund. 


