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Study paper: economic transformation

“The only constant in life is 
change.” The Greek philosopher 
Heraclitus, who is believed to 
have said these words, already 
knew some 2,500 years ago that 
change is a constant companion. 
But sometimes, several trends 
coincide and combine in a way 
that significantly accelerates 
change and ushers in a new era or 
cycle. Will we be facing such a 
historic structural upheaval in the 
economic sphere in the coming 
decades? We have prepared an 
overview for you. 
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1 Introduction 

What elements have to coincide in order for ‘normal’ economic change to 

escalate into epoch-defining transformation? Take, for example, the industrial 

revolution. It first began in Germany in 1830 as a result of a number of trends 

and factors that were initially only loosely connected. At the time, innovations 

(the advent of the railway, advances in medicine/hygiene and agriculture) and 

the population growth they facilitated coincided with political ‘deregulation’ 

(liberation of peasants, freedom to practice trades), developments in trade 

policy (customs union) and the emergence of the banking industry. The rest is 

history – and it is called a ‘revolution’ for good reason. 

With hindsight, we can usually see a logical pattern in the combination of 

individual trends. But, of course, these events were neither the outcome of 

some ‘master plan’ nor a mere historical coincidence, but rather something in 

between. In any case, they marked the beginning of a new long-term cycle, as 

the Russian economist Kondratieff described it.  

These days, it feels a little like we might be on the cusp of a similar major 

upheaval. And by that, we do not mean the coronavirus crisis, although it is 

certainly contributing to that feeling. What we are focusing on in this paper is 

long-term economic change as a result of structural megatrends. In its 

essence, COVID-19 is a health crisis that has triggered a severe economic 

crisis. Some of its consequences will persist and become structurally 

engrained. And the pandemic will also undoubtedly have an impact on pre-

existing megatrends such as digitalisation and deglobalisation. But there is 

little to suggest that COVID-19 might generate an economic megatrend in its 

own right.  

So, what are we talking about? Demographic trends, technological advances 

(digitalisation, AI, robotics) and changes in our climate are currently all 

accelerating simultaneously. Climate change is, in turn, prompting large-scale 

government intervention (e.g. in the energy and automotive sectors). In 

addition, we are seeing political phenomena (with an economic dimension) 

such as populism, anti-liberalism and protectionism coming to the fore and it 

remains to be seen whether these will be transitory or become more 

established. While all of these individual trends may not be closely related in 

terms of their origins, they are certainly starting to interact to an ever greater 

extent. At this point in time, it is hard to predict where this may lead. We may 

currently have a sense of something happening, but are we actually about to 

experience change that could fundamentally transform our economic and 

social structures? Is this cocktail of trends a recipe for epoch-defining 

economic change? The following study investigates this subject. from a few 

different angles. 

What turns simple 
change 

into fundamental 
transformation? 

Demographics, 
technology, climate 

change and 
economic policy are 

drivers of change 
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How does change affect asset management? 

From the perspective of an asset manager, there is one key question that has 

to be addressed: How relevant is such a high-level topic really for the capital 

markets? And in truth, it is actually not all that relevant, at least when it comes 

to specific investment decisions. The capital markets do not really take their 

cues from the broad outlines of a complex trend in the overall economy that 

extends over many years and may, in hindsight, constitute a fundamental 

transformation. In other words, decisions in the capital markets are not taken 

on the basis of an uncertain future for which we have no quantifiable 

probability of occurrence.  

As described by Nobel laureate Robert Shiller in his research on ‘narrative 

economics’, the narrative of economic transformation needs to become 

tangible, at least to a certain extent, and to be happening in the real economy. 

This allows the capital markets to analyse scenarios, assess opportunities 

and risks – and react. Below, we will present a number of examples to 

demonstrate that this is already happening. The aim of this study is to place 

these examples in a wider context over a longer time horizon. The relevance 

of our question for the capital markets therefore lies in the strategic outlook for 

the scale of changes that investors should expect in the coming decades. 

2 Megatrends and their impact on the capital markets 

Before we address the big picture of fundamental economic change as a 

result of various megatrends happening concurrently, it is worth taking a 

closer look at the individual trends involved. This allows us to identify a 

number of concrete consequences that have implications for the capital 

markets, even though these may still be a long way off. 

2.1 Demographics 

The demographic trend impacts on a variety of macroeconomic variables (e.g. 

labour supply, potential output, the savings ratio and consumption patterns) 

and on pension and health insurance systems – albeit at a relatively slow 

pace. It therefore has a somewhat ‘sluggish’ long-term influence on the capital 

markets. Are there examples of tangible effects? In Japan and central 

Europe, at least, demographic change is considered one of the root causes of 

an issue that is already having a huge impact, namely low interest rates. In 

reality, we are far away from fully understanding the economic logic behind 

the environment of low, or even negative, interest rates. For example, the 

persistently low levels of inflation continued to baffle economists (that is, 

before the coronavirus crisis). But the fact that certain factors have an 

influence on the interest rate environment is widely accepted. A key point in 

this context is that the ageing process in our society creates conditions – at 

least temporarily – where aggregate savings exceed investment. And why 

would something that is available in abundance (money, in the form of excess 

savings) become more expensive (i.e. higher interest rates)? 

The capital markets 
respond when 

change becomes 
tangible 

Demographics as a 
driver of 

low interest rates 
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Japan has been experiencing this phenomenon for some 20 years. Europe 

had been hoping for a degree of normalisation in interest rates as more time 

went by since the financial and sovereign debt crisis. The narrative of a 

‘turnaround’ in interest rates became very popular. But now, it is regarded as 

much more likely that low (real) interest rates will become structurally 

engrained in the eurozone (‘Japanisation’). Does this in and of itself have the 

potential to spark a historic transformation of the entire economy? Almost 

certainly not. As previously mentioned, Japan has been living with this 

phenomenon for a couple of decades without changing fundamentally as a 

country. Nonetheless, it has had significant direct implications for the capital 

markets (shifts to other asset classes and investment regions in search of 

returns) and the financial sector (threatening the business models of banks, 

life insurance providers and other similar institutions), not just from the point 

of view of an asset manager. One implication for Europe is that investors will 

come under increasing pressure to overcome their ‘home bias’, which is 

currently still very prevalent. Positioning portfolios more internationally could 

provide a solution.1 

Interim conclusion 

Many adjustment processes in the real economy that are taking place in 

response to demographic change are happening at a relatively slow pace and 

influence the decision-making processes of professional investors only 

sporadically in the short term. Persistently low interest rates, which are in part 

attributable to demographic trends, will not cause large-scale economic 

upheaval. But as far as the financial sector and the capital markets are 

concerned, they certainly represent more than a ‘normal’ level of change, 

because they have triggered complex and sometimes risky adjustment 

processes – and continue to do so. 

1 See also our 2020 risk management study „Wege aus dem Home Bias – 
Perspektiven für institutionelle Anleger” (‘Overcoming home bias – opportunities for 
institutional investors’) published in November 2020. 

https://institutional.union-investment.de/startseite-de/Kompetenzen/Risikomanagement/Risikomanagement-Konferenz.html#Zur%20Risikomanagement%20Studie%202020
https://institutional.union-investment.de/startseite-de/Kompetenzen/Risikomanagement/Risikomanagement-Konferenz.html#Zur%20Risikomanagement%20Studie%202020
https://institutional.union-investment.de/startseite-de/Kompetenzen/Risikomanagement/Risikomanagement-Konferenz.html#Zur%20Risikomanagement%20Studie%202020
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2.2 Digitalisation 

The ‘digital revolution’ has actually been with us for some time already. 

Various points in time can be regarded as a starting point, for example the 

rapid expansion of internet access in the 1990s. This would currently put us in 

our third decade of digitalisation, which prompts the question: Why does it 

seem like change is particularly fast and pronounced right now? The answer 

is that this might be because digital technologies are penetrating all areas of 

our life with increasing intensity. And this process is accompanied by sub-

trends and advances in areas such as artificial intelligence and blockchain 

technology, which very few people really understand but everyone regards as 

a ‘game changer’. What is undeniable is that digitalisation has brought about 

huge changes. 

The most relevant factor for the capital markets is the dominant position that 

US tech giants such as Google and some large Asian tech companies have 

gained. With the exception of Saudi-Aramco and Berkshire Hathaway, all of 

the ten biggest companies in the world by market capitalisation are 

technology firms – six of them from the US, the remaining two from China. 

One implication of this is that digitalisation has shifted the weighting of 

economic sectors significantly. This is highly relevant for asset managers, not 

just with regard to the performance of individual companies but also because 

the mix of sectors in a diversified equity portfolio is heavily influenced by their 

relative importance for the overall economy. The importance of individual 

investment regions has also changed considerably as a result of digitalisation. 

This has been to the detriment of Europe, because large IT companies are 

relatively few and far between here. At a more granular level, the dominance 

of the tech sector has many further implications for the capital markets, but a 

detailed discussion of these goes beyond the scope of this paper. Let us just 

consider one example that helps to illustrate just how far-reaching the 

transformation in this field could be. It has been hypothesised that – by virtue 

of their global presence and monopoly-style position – the biggest tech giants 

operate in a kind of parallel economic universe in which traditional 

macroeconomic influences on equity markets have only a limited effect. Union 

Digitalisation has 
caused 

huge changes – in 
markets and for 
asset managers 
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Investment will analyse this hypothesis in greater depth as part of its 2021 risk 

management study. 

The coronavirus crisis is mainly acting as a catalyst for digitalisation. One 

clear piece of evidence supporting this is that the Nasdaq 100 index gained 

around 48 per cent in value in 2020, the first year of the pandemic, leaving all 

other major indices far behind. The likes of Amazon have become even 

stronger and more dominant during the crisis and this will remain very 

noticeable in the coming years. In addition, there are certain areas of 

digitalisation that had not really been in the spotlight before the crisis but have 

now enjoyed a huge boost. These include, for example, the healthcare and 

education sectors and solutions for working from home. 

What will be the most important topics for the capital markets in the coming 

years? Naturally, the fundamental question does not change: Which new 

business models are becoming more attractive as a result of advancing 

digitalisation and which are dying out? Being able to identify this earlier than 

other players in the market is an asset manager’s bread and butter. This is 

the type of information that active managers can exploit to generate added 

value.  

One difference between digitalisation and a more macroeconomic megatrend 

such as demographic change is that digital innovation is affecting company 

valuations much more quickly and directly, which makes it more relevant for 

specific investment decisions. There are a number of further questions that 

are important: Will governments impose tougher regulation on tech giants or 

even break them up in order to manage their quasi-monopoly position? Are 

other companies going to grow to a similar size as the likes of Google? Is 

Europe going to fall further behind as an investment region? Which areas of 

innovation, such as artificial intelligence, robotics or block chain, are likely to 

become more interesting for investors and how quickly? 

Interim conclusion 

Digitalisation will undoubtedly continue to drive huge transformation 

processes. But is there still greater change to come than what we have 

already seen? The answer is maybe, but not necessarily. One way or 

another, digitalisation is one of the most significant megatrends for the capital 

markets and more relevant at the level of specific investment decisions than, 

for example, demographic change. This is due to the fact that digital 

innovation can affect the success or failure of a company much more quickly 

and dramatically. 

2.3 Deglobalisation 

The question of whether the world is going to change tack and ‘roll back’ 

globalisation has been coming to the fore, not least since 2018 when Donald 

Trump embarked on a mission of ripping up trade deals and threatening – or 

even implementing – protectionist measures. Union Investment has published 

Which business 
models are gaining 

appeal and which 
are dying out? 

Digitalisation takes 
effect much more 

quickly than 
demographic trends 
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two research papers on deglobalisation2 and the ‘tech war’3 that examine this 

question in detail. In this paper, we will therefore limit our analysis to a few 

key aspects.  

The economic historian Harold James, who appeared as a guest speaker at 

Union Investment’s risk management conference in November 2020, has 

studied the possibility of deglobalisation extensively.4 In his view, one of the 

key aspects in this context is that the social cost of globalisation – or, more 

generally, free trade – often rises over time. This creates growing pressure to 

take countermeasures – primarily for democratic systems, but also non-

democratic states. As patterns go, this is not a new one. In Germany, for 

example, it triggered a bout of protectionism under Bismarck in the 1870s. 

Superficially, it also fits Donald Trump’s ‘America First’ approach of 

opportunistic trade policy and protectionism, ostensibly under the mantle of 

improving the challenging economic and social conditions in America’s ‘rust 

belt’. The Trump era has come to an end (for now) and Joe Biden will almost 

certainly adopt a more diplomatic tone than his predecessor. But he is not 

expected to perform a radical policy U-turn, in particular on the subject of US-

China relations. 

When it comes to these two superpowers specifically, it is relatively obvious 

that the economic aspects of trade and technology leadership are ultimately 

only of secondary importance. Political analysts widely agree that the US is 

primarily motivated by long-term geostrategic considerations, attempting to 

put a brake on China’s growing dominance. One could say that what matters 

is the outcome, not the motivation. If China – the epicentre of global 

production chains and international trade and a leading high-tech nation – 

were to be embroiled in a long drawn-out geopolitical conflict, this would have 

significant implications. It could certainly be a game changer for globalisation, 

because new blocks and alliances would form as a result, dragging others 

into the dispute. A good example of this is the pressure that the US is exerting 

over Europe with regard to Huawei. It may come to the point where Europe 

will be forced to make a choice between China and the US in terms of trade, 

at least in certain sectors.  

Irrespective of the shifts in large power blocks, it does make a huge difference 

whether we assume that this is simply the end of a period of ‘hyper-

globalisation’ (potentially due to geopolitics and populist movements), 

meaning that global trade may become more ‘selective’ in regional and 

sectoral terms and stabilise at a lower level, or whether we expect to see 

‘deglobalisation’ in the sense of a fundamental and widespread trend reversal 

that leads to a systematic decline in global economic integration. The latter 

scenario probably paints too black and white a picture of the situation. It is 

2 See also our study paper “Systemschock für den Welthandel: Wie verändert Covid-
19 die Globalisierung?” (‘A systemic shock for global trade – the impact of COVID-19 
on globalisation’, available in German only), published in August 2020. 
3 See also our study paper “Vom Tradewar zum Techwar – USA vs. China in der 
Arena der Hochtechnologie” (‘From trade war to tech war – the US and China face off 
in the high-tech arena), published in November 2020. 
4 Ausschnitte des Vortrags von Prof. Harold James finden sich  

Globalisation: 
social cost increases 

over time 

Formation of new 
‘blocks’ is a game 

changer 

‘Hyper-globalisation’ 
coming to an end 

is not the same as 
deglobalisation 

https://institutional.union-investment.de/startseite-de/Kapitalmarkt/Themen_Systemschock_fuer_den_Welthandel.html
https://institutional.union-investment.de/startseite-de/Kapitalmarkt/Themen_Systemschock_fuer_den_Welthandel.html
https://institutional.union-investment.de/startseite-de/Kapitalmarkt/Themen_Systemschock_fuer_den_Welthandel.html
https://institutional.union-investment.de/startseite-de/Kapitalmarkt/Themen_Vom_Tradewar_zum_Techwar.html
https://institutional.union-investment.de/startseite-de/Kapitalmarkt/Themen_Vom_Tradewar_zum_Techwar.html
https://institutional.union-investment.de/startseite-de/Kapitalmarkt/Themen_Vom_Tradewar_zum_Techwar.html
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neither foreseeable nor reasonable to assume that the conflict between the 

US and China will prompt the rest of the world to turn its back on the benefits 

of global trade and international value chains.  

At the end of the day, a sufficient number of countries – especially in Europe 

and Asia – will probably remain keen to form a ‘coalition of the willing’ for the 

purposes of international trade. (It should be noted that, despite Brexit and all 

the political noise, we firmly include the UK in this group of countries.) And 

‘special cases’ such as China aside, it should be safe to assume that even the 

US will not really want to return to a closed-economy model. The new 

blueprint will hardly be based on North Korea.  

The logic behind this hypothesis is simple: It may be true that the social cost 

of globalisation has become fairly high in many countries. But based on the 

current degree of global economic integration, the economic and social cost 

of large-scale deglobalisation would be much higher for many, and not just for 

export-oriented countries such as Germany. 

Does the coronavirus crisis change this assessment? Not fundamentally, but 

in some specific respects. This is mainly due to two factors. Firstly, the 

pandemic has made companies acutely aware of the vulnerabilities of global 

value chains. As a result, many companies will aim to boost their resilience. 

That does not necessarily mean a decline in global economic integration, but 

some degree of ‘near-shoring’, i.e. a reduction in the physical distance from 

production sites and suppliers, seems likely over the medium to long term. A 

contributing factor in this respect is that increasing levels of automation 

reduce the pressure on companies to produce in low-wage countries. 

Secondly, the pandemic has been a wake-up call for countries regarding their 

to access to ‘critical goods’, especially medicines and medical equipment. It 

seems likely that this area will also see a shift back from globalisation towards 

a higher degree of self-sufficiency. In summary, similar circumstances apply 

as in the case of digitalisation. The coronavirus crisis is accelerating certain 
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pre-existing trends and is causing a few additional shifts and changes, but it is 

not changing the big picture. 

Interim conclusion 

Deglobalisation in the sense of a widespread reversal of the trend of the past 

20 years seems unlikely. But a variety of geostrategic, social and 

technological factors, along with the pandemic, will probably cause global 

economic integration to slow down or even stagnate. The trade environment 

will also become more selective. To put it simply: We will no longer all be 

trading everything with everyone. In macroeconomic terms, a lower level of 

global economic integration could go hand in hand with greater inefficiency 

and weaker growth. These are typically unfavourable conditions for the capital 

markets. At microeconomic level, it makes the selection of financial 

investments more challenging and will likely entail higher volatility, but it could 

also offer additional upside potential for those who select well. Overall, our 

scenario therefore does not give cause for profound pessimism in the capital 

markets. 

2.4 Climate change 

With regard to our natural environment, climate change will almost certainly 

cause historic levels of upheaval, although the actual scale of the impact 

remains to be seen. It is widely accepted that a key factor will be what 

mitigating action we manage to take and how quickly we take it. From an 

economic perspective, and also in terms of relevance for the capital markets, 

there are two dimensions to this topic: 

• What does climate change itself mean for the economy and the capital

markets, e.g. with regard to the economic impact of extreme weather

events, the consequences of fundamental changes in temperature and

rainfall patterns in individual regions, droughts and rising sea levels?

• But also, what are the economic and capital market implications of

measures to mitigate climate change, be it in the form of government

intervention or companies proactively changing course in order to seize

opportunities?

At least for the capital markets, the second aspect is currently more 

imminently relevant than climate change itself. This is simply due to the fact 

that the actual changes in our climate are only just starting to emerge, while 

the pressure on governments and companies to take mitigating action has 

been increasing rapidly. The focus here is naturally on those countries and 

regions that emit the most greenhouse gases. And among them are some of 

the world’s biggest financial markets, namely the US, the eurozone and 

Japan. In addition, there is China – the biggest polluter by far in terms of 

greenhouse gases and also a country with a huge capital market, albeit one 

that is not yet fully accessible for international investors. 

At this point, it is difficult to predict how these countries and regions will 

manage the transformation process from a ‘brown’ to a ‘green’ economy. But 

it is clear that a number of crucial economic sectors such as energy 

What are the 
implications of 

climate change and 
of the measures 

being taken to 
mitigate it? 

The effects of 
regulation materialise 

more quickly than 
those of climate 

change itself 
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generation, transport, the industrial sector, agriculture and real estate 

construction and management will be acutely affected. Many technologies 

that will be required are either not mature yet or have not even been invented. 

For example, what will planes look like in the future and what fuel will they 

use? The challenge is therefore not merely to achieve the transition to a 

broadly defined and understood target concept, but also to tackle a variety of 

‘known unknowns’ and probably even ‘unknown unknowns’ along the way. In 

any case, the focus will be on innovation and, consequently, on commercial 

opportunities. The core question for asset managers here is similar to that in 

the field of digitalisation: Which ‘established’ companies (e.g. traditional car 

manufacturers) will manage to transition successfully? Which ones will fail? 

And which (technologically) innovative new business models (e.g. new car 

manufacturers such as Tesla) will be boosted by the need to transform? 

However, in a direct comparison with the megatrend of digitalisation, there is 

an additional dimension of complexity that plays a much greater role in the 

transformation towards a climate-neutral economy, and that is political 

agenda setting. Apart from the fact that the capital markets have already 

become subject to direct ‘green regulation’ (in the form of the EU taxonomy), 

policymakers can massively influence the current and future appeal of 

financial investments through instruments such as emission thresholds and 

CO2 taxes in the real economy.  

A prominent example is the relatively sudden decision by the German 

government in 2011 to phase out nuclear energy. In 2010, it had still been 

approving lifetime extensions for nuclear power plants, but one year later, in 

the wake of the Fukushima disaster, the government performed a sharp U-

turn. The consequences for companies such as RWE and E.ON and their 

share prices were easy enough to foresee. Today, car manufacturers are 

facing a similar situation: As more and more countries adopt deadlines after 

which registrations of new petrol and diesel vehicles will no longer be 

permitted, impairment losses on production plants for traditional vehicles are 

stacking up, which in turn affects the market value of these companies. 

At present, the political pressure still varies greatly across regions. In the 

eurozone and Germany, it has increased significantly as a result of the 

European Green Deal and the German ‘climate package’. The US saw little 

action at federal level under President Trump, but individual states such as 

California have taken extensive action and some companies have also been 

very proactive. Joe Biden has made it clear that climate change is at the very 

top of his list of priorities. Upon assuming office, he swiftly initiated the 

process for the US to rejoin the Paris climate agreement and announced an 

extensive package of measures to boost a green transition. China is also 

gradually providing more clarity about the means and timelines by which it 

intends to achieve climate neutrality. 

But let us return to the original question of how big the economic impact of 

measures to mitigate climate change is likely to be and how quickly this 

impact will become tangible. The answer is that this will vary across regions – 

partly because of different political approaches, but even more so because of 

Political interventions 
affect business 

models and therefore 
the capital markets 
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different starting positions. Countries such as Germany face some particular 

challenges. The German economy is under significant pressure to adapt its 

energy generation (use of coal as a source of energy), traditional car 

manufacturers play a very dominant role and the industrial sector generally 

accounts for a large proportion of value creation. This is an uncomfortable mix 

quite unlike the conditions in any other eurozone member state. For many 

countries and regions, the transition may not be quite as daunting. But on the 

whole, the necessary transformation processes will constitute a profound 

transformation almost everywhere.  

Interim conclusion 

Mitigating climate change will require a fairly broad range of measures, both 

at sectoral and regional level. At the same time, there is great urgency to 

adapt. Depending on the potential implications of future political frameworks, 

these conditions could quite easily trigger a genuine transformation in certain 

sectors of the economy. Over the next two to three decades, a growing 

number of sectors and regions will become affected. The economic 

transformation will be substantial and, in some areas, disruptive. The 

relevance for the capital markets is therefore high, and things will start to 

change very soon. 

3 Interconnectedness and conclusion 

With regard to the four megatrends of demographic change, digitalisation, 

deglobalisation and climate change, which are currently in the spotlight of 

public debate, we have posed the following question: Do any of these trends 

in isolation have the potential to trigger more than ‘normal’ economic change 

and directly impact the capital markets? We have broadly concluded that this 

would be the case for digitalisation and the fight against climate change. With 

regard to demographic change and global economic (dis)integration, the 

outlook is more nuanced and less clear-cut for a variety of reasons. It is also 

important to mention that certain other megatrends, for example migration, 

have not been included in our analysis. Migration is, in fact, a good example 

of the ways in which multiple megatrends combine and interact. It is widely 

expected that climate change will intensify migration flows around the world. 

And, as is currently observable in Germany, countries that take in significant 

numbers of migrants will see this reflected in their demographic structure. 

Here are some further examples of ways in which the four analysed 

megatrends interact: 

• Climate change and digitalisation: Not long ago, the CEO of Volkswagen,

Herbert Diess, highlighted a link between these two megatrends in an

interview that has attracted much attention. He predicted that cars would

become highly relevant internet-enabled devices. The assumption that

changes in the automotive sector were mainly happening in response to

climate change is a short-sighted interpretation. These changes are driven

not just by the foreseeable obsolescence of internal combustion engines but

also by the digitalisation of vehicles. Driverless vehicles, for example,

Every megatrend has 
its own effects, but 

they can also have an 
amplifying impact on 

one another. 
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represent a pinnacle of digitalisation. The meteoric rise of Tesla’s share 

price may be just a snapshot in time and should not be accorded too much 

importance, but the fact that two megatrends are combining to create 

momentum in this sector shows that these issues are highly relevant to the 

capital markets, even in the short term. 

• Digitalisation and demographics: Many industrialised countries have an

ageing population and one of the key issues associated with this

demographic trend is diminishing workforce potential. At the same time, it is

believed that digitalisation will make many jobs obsolete, for example

through robotics and artificial intelligence. From an analytical standpoint, it

would be an oversimplification to say that the two trends will cancel each

other out. But is does mean that simple causalities, which would be

indisputable in a non-digital environment (‘fewer workers, less growth’),

need to be considered more carefully in a world of constantly advancing

digitalisation.

• Climate change and deglobalisation: In the context of the EU’s

deliberations on the ‘Green Deal’, an idea was raised that could stoke the

flames of emerging protectionist tendencies – namely, a ‘carbon border tax’.

The logic behind this idea is that it would offer countries or regions that

make greater efforts than others to reduce emissions, for example through a

CO2 tax, a way of compensating their domestic companies for competitive

disadvantages compared with external companies, at least with regard to

potential imports. The carbon border tax is just one of many climate-related

issues that could trigger international disputes. Some are already predicting

that the next major source of discord following the trade war and the tech

war will be a ‘climate war’. Conflicts could also arise in connection with

scarce resources that are required for ‘clean’ technologies, e.g. for the

production of high-voltage batteries for electric vehicles. Combating climate

change requires a maximum degree of international cooperation and

coordination. Disputes that could promote deglobalisation tendencies would

be counter-productive in this endeavour.

• Climate change and demographic change: In the context of climate

change, demographic trends in emerging markets and developing countries

are much more relevant than those in industrialised countries. After all, it is

the former that will see continuing population growth. According to UN

estimates, the global population will increase by around 26 per cent by

2050, from currently 7.7 billion people to around 9.7 billion. All else being

equal, this is bad news for the climate, because more people need more

energy, food and transport.

• Deglobalisation and digitalisation: Our earlier observations regarding

recent deglobalisation tendencies were focused mainly on the production

and trade of goods. In the service sector, global economic integration is

generally still less advanced for a number of reasons. But there are some

examples of services that have become globalised, for example call centres

that have been off-shored to other countries (without callers being aware of

this). As a result of the possibilities that digitalisation opens up, the
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significance of national borders and language barriers will (continue to) 

diminish in certain service industries – especially IT and ‘big tech’. The 

coronavirus crisis has offered a glimpse of what is possible when it comes 

to the crunch. Whether this could lead to ‘globalisation 2.0’ remains to be 

seen, but we will certainly see some developments in this direction. This 

would constitute a countertrend to stagnating economic integration in the 

goods sector. 

We could continue the list of examples. But the cases we have presented 

should illustrate sufficiently that individual trends can, naturally, not be viewed 

purely in isolation and that it is important to consider their interaction with 

other trends. The effect of this interaction can be neutralising or accelerating 

and may be beneficial or detrimental, depending on the individual 

circumstances. In any case, it increases the level of complexity and therefore 

the unpredictability of the overall trajectory. 

So, is it even possible to answer our original question of whether the 

megatrends discussed in this paper have the potential to bring about an 

epoch-defining economic transformation? In other words, is a long list of 

foreseeable or, at least, conceivable substantial changes enough to support 

the hypothesis that we are on the brink of a monumental economic transition? 

After all, we still do not really know how these trends are going to interact, 

which positive or negative effects they may generate and what the bigger 

picture might look like in, say, 2050. If we apply the benchmark of scientific 

rigour, then no, we are not really in a position to answer this question. And 

yet, it seems to be more than just intuition suggesting that this is the direction 

we are heading in. There are simply too many coinciding factors. At the end of 

the day, it would be more surprising if the coming decades did not – in 

hindsight – stand out as a period of major economic transformation. For an 

active asset manager, this may not have a huge impact on the day-to-day 

business. But it is highly relevant as a strategic scenario, for one simple 

reason: The higher the intensity of change, the more opportunities will arise 

for those who select their investments carefully. 
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