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In the next half-century, as emerging
markets grow stronger and our population
grows older, the United States will steadily
sell off its assets to the rest of the world,
according to Dr. Jeremy Siegel, an
investment author and professor of finance
at the Wharton School of the University of
Pennsylvania.

Siegel predicts that by 2050, Americans
will control just 16.6 percent of the world’s
stock market capitalization — in 2000, our
share was 41 percent. The reason? As an
increasing number of Americans leave the
workforce, they will be forced to sell off
their assets to pay for their retirements. But
with a shrinking pool of working Americans
available to buy those assets, more of our
shares — and ultimately the control of entire
companies — will fall into the hands of
foreign investors.

Does that mean that blue chips such as
Procter & Gamble, 3M and Best Buy could
wind up with foreign ownership? You can
bet on it, said Siegel, the self-proclaimed
“Wizard of Wharton.” He was in the Twin
Cities recently to promote his new book,
“The Future for Investors,” and speak on
economic trends as part of a seminar
sponsored by Minneapolis Portfolio
Management Group (MPMG).

Siegel predicts that many of our largest
corporations across every industrial sector
will ultimately land in the hands of foreign
investors.

“The average person accumulates assets
during their working years and then starts
selling down their assets when they retire,”
he says. But it will become increasingly

difficult to unload those assets in the United
States because of the declining ratio of
workers to retirees. There might be a ready
market in the developing world, if trends
continue, however.

“Developed countries including Europe
and the U.S. currently produce more than
half of the world’s GNP [gross national
product], but that will be less than 25
percent by the middle of this century.”

According to Siegel:

The average retirement age in America
in 1950 was about 68 — as was the average
life expectancy. Now the average retirement
age is about 63 and life expectancy is about
77. He says that trend cannot continue. He
predicts that by 2050 average life
expectancy will be about 83 and average
retirement age will be about 73.

The U.S. share of the global gross
domestic product (GDP) was 22 percent in
2000, and he predicts that it will be just 11
percent by 2050.

In the 1950s the ratio of retired people to
workers in the United States was 7-to-1.
Today it’s 5-to-1, and by 2030 it will be 21⁄2-
to-1.

“That’s why we’ll have to find other
buyers for our assets,” Siegel contends.

Since the rest of the developed world is
going through the same aging process, he
believes that we must count on the
developing countries — primarily in Asia —
to lead the way. “The truth of the matter is
Asian investors will ultimately own a great
share of our assets.”

Bleak as the scenario might sound,
Siegel insists it’s not something to fear.

“We’ll still be the center of innovation
and higher education. But this will be a
world without borders, which means we can
take advantage of resources around the
world. New discoveries will come from
everywhere, which will be a good thing for
mankind.”

He contends that the trend is part of the
natural evolution of the world. “The United
States will make up a smaller part of the
whole, but the pie will be a lot bigger.”

In fact, Siegel remains very bullish on
the stock market. He recommends that
investors allocate at least 70 percent of their
assets to stocks, with at least 40 percent
going into international stock funds. He also
likes some bonds, such as TIPS (Treasury
Inflation Protected Securities), and some
REITs (real estate investment trusts) as part
of a diversified portfolio.

He says stocks hold the best promise of
long-term returns. Bonds historically have
underperformed stocks, and he says real
estate has peaked. “Real estate is way above
its historic levels. And with interest rates
rising, I think real estate will go into a long
stagnant period.”

The world’s economic landscape will
continue to change in the decades ahead,
reducing our economic dominance and
increasing the role of the developing world.
But according to Siegel, that’s a trend we
should embrace as our best hope of keeping
our asset values up as the ratio of workers to
retirees declines.
Gene Walden is the author of more than 20 books on
business and investing. He lives in Edina. Send
questions or comments to gwalden@mn.rr.com, or visit
Allstarstocks.com.  
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Dr. Jeremy J. Siegel (center) was the inaugural
speaker at the MPMG Speaker Series event, “The
Future for Investors,” held May 18 in Minneapolis.
The evening was hosted by Phil (left) and Harrison
(right) Grodnick, principals of Minneapolis Portfolio
Management Group, LLC.
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