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Introduction

Pension systems are designed to offer financial security and a decent life after
retirement. However in developing regions like Asia and Africa, these systems face
major risks that could impact their long-term health and whether they can cover enough
people.

While Asia has the world's oldest population and Africa the youngest, both regions are
home to economies set to drive future global growth. How they manage pension risks
will have big economic and social consequences. At RPA, we believe two distinct
examples demonstrate this: Hong Kong and Nigeria.

Hong Kong: Dependency Ratio

Hong Kong faces a significant demographic risk driven by low fertility rates and high life
expectancy. With a very low birth rate (around 0.7 children per woman) and one of the
highest life expectancies globally (around 85.6 years at birth), Hong Kong's population
is aging rapidly. 

This trend leads to a high Old-Age Dependency Ratio (OADR) – Chart 1 (OADR by
Country, 2050)  shows the number of people aged 65 or older compared to the
working-age population (15-64). Hong Kong is projected to have one of the highest
OADRs in the world by 2050, estimated to rise significantly from 33.9 today. 
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Meanwhile, Chart 2 (Developments in Further Life Expectancy at 65 for Females)
illustrates a female in Hong Kong is expected to live many more years after age 65
compared to those in countries like Nigeria.
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1. Source: International Labour Organisation (ILO)
2. Source: ILO



Mandatory and Occupational Schemes

A high OADR puts pressure on pension systems and public finances. Hong Kong
operates a multi-pillar retirement protection system, with the Mandatory Protection
Fund (MPF), an employment-based retirement protection system for employees and
self-employed individuals who contribute a % of their income to an MPF scheme(s).
This is supported by voluntary occupational retirement schemes (ORSO) alongside
social security schemes. 

Under such a system increased life expectancy means individuals need their savings to
last for longer. While a high dependency ratio may not directly impact individual MPF
balances, it raises the societal risk of ensuring everyone has sufficient resources in old
age, potentially increasing reliance on public safety nets if private savings are
insufficient. 

Going forward, economies like Hong Kong’s will increasingly need to consider whether
mandatory contribution levels are appropriate, and investment returns sufficient to
provide an adequate income throughout what is expected to be a much longer
retirement period.

Nigeria: Labour Market and Coverage

In contrast to Hong Kong's aging challenge, a major risk for Nigeria's pension system
(and many young, emerging economies) is the vast number of workers in informal
employment. Nigeria is already one of the most populous countries (estimated at
238m), and its population is projected to grow significantly by 2050 (estimated to be
359m).  However, a large majority of its workforce operates in the informal sector –
ranging from street vendors to small, unregistered businesses. As Chart 3  and Chart
4  (Share of Informal Employment in Total Employment, Male and Female)
demonstrates, Nigeria has a very high percentage of its workforce in informal jobs
compared to many other countries. 
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3. Source: International Labour Organisation (ILO)
4. Source: ILO



Formal pension coverage in Nigeria has traditionally focused on the organised public
and private sectors. This leaves a large portion of the working population without
access to occupational pensions and often unable to meet the requirements (like
consistent contributions) for public pensions. This lack of coverage poses a significant
risk of old-age poverty for millions.

Micro Pensions and Technology Adoption

Recognising this, in recent years Nigeria has reformed its pension system to better
include informal sector workers through a Micro Pension Plan (MPP). This strategy
acknowledges the dispersed nature and irregular incomes of these workers. It involves
segmenting the informal sector and developing tailored products and awareness
programs, heavily relying on technology for easier registration, contributions, and
service. 

Countries like India and Kenya, have also introduced measures, often leveraging
technology and flexible contribution models, to extend retirement coverage to their
informal workforces. We believe such initiatives are likely to become more common
across emerging markets.

Conclusion

The pension risks in Hong Kong and Nigeria, though not isolated globally, are
profoundly impactful locally. Shedding light on, and managing the intersection of
macroeconomic risks and human choices is one of the reasons RPA was founded.

www.rhodespointadvisors.com
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Disclaimer

This paper (the “Paper”) has been prepared by Rhodes Point Advisors Limited (“Rhodes Point Advisors”).

Rhodes Point Advisors Limited, is incorporated in Hong Kong under the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) as a limited company, and whose registered office is Room 1007,
Pakpolee Commercial Centre, 1A Sai Yeung Choi Street, Mong Kok, Kowloon. Registered number
78454784. This Paper is provided to you solely for your information and you may not reproduce, or
distribute, it to any other person. It is only for discussion purposes, may be amended and/or
supplemented without notice and may not be relied upon for the purposes of entering into any
transaction.

This Paper and any information contained herein is for informational purposes only and is not intended to
be, and shall not be regarded or construed as constituting, a recommendation for an investment or
financial or other advice of any kind. This Paper does not in any way constitute an offer or invitation to
subscribe for or purchase interests in any vehicle advised (or to be managed or advised) by Rhodes Point
Advisors and nothing contained in this Paper, or the fact of its distribution, shall form the basis of or be
relied on in connection with or act as any inducement to enter into any contract or commitment
whatsoever. 

Any subscription in relation to any vehicle advised (or to be or advised) by Rhodes Point Advisors will
only be accepted on the basis of the definitive offer documentation which may be issued in due course,
and not, for the avoidance of doubt, on the basis of this Paper or any oral statement or representation
made in connection herewith.

The information contained in this Paper is strictly confidential and may not be reproduced or redistributed
in whole or in part nor may the contents of the Report be disclosed to any other person without the prior
written consent of Rhodes Point Advisors. The information contained in this Paper has not been
independently verified and no representation or warranty, express or implied, is made to and no reliance
should be placed on the fairness, accuracy, completeness or correctness of the information or opinions
contained in this Paper. 

The information set forth herein does not purport to be complete and no obligation to update or
otherwise revise such information is being assumed. Neither Rhodes Point Advisors, its advisers or
affiliates (nor any of their respective members, officers, employees, advisers, or agents) shall have any
liability whatsoever for any loss whatsoever arising from use of this Paper, its contents or otherwise
arising in connection with this Paper.

All projections, valuations and statistical analyses are provided to assist the recipient in the evaluation of
the matters described herein. They may be based on subjective assessments and assumptions and may
use one among alternative methodologies that produce different results and, to the extent that they are
based on historical information, they should not be relied upon as an accurate prediction of future
performance as past performance is not a reliable indicator of future returns.

Reliance on this Paper for the purpose of engaging in any investment activity may expose a person to a
significant risk of losing all of the property or other assets invested.

The contents of this Paper should not be construed as investment, legal, accounting, taxation, or
regulatory advice. 
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