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Western economies are confronting a structural demographic shift. Birth rates have fallen
below replacement levels across much of the developed world, including New Zealand.
Economists warn that shrinking working-age populations will constrain labour supply, reduce
productivity growth, and weaken long-term economic expansion. Environmental advocates,
by contrast, argue that slower population growth may relieve pressure on finite planetary
resources. These perspectives are often portrayed as incompatible.

The convergence of demographic constraints and technological capability presents a
compelling investment opportunity. Rather than viewing population decline as a drag on
growth, it could be viewed as a catalyst for the transition from labour-led expansion to
technology-led productivity.

New Zealand is particularly exposed to demographic pressure. Its economy relies heavily on
skilled labour, small and medium-sized enterprises (SMEs), and founder-led businesses. As
the population ages and the share of working-age individuals declines, labour shortages are
likely to intensify. This constrains output, drives wage inflation, and complicates succession
planning for retiring business owners. Historically, net migration has mitigated a number of
these pressures. However, migration is cyclical, politically sensitive, and increasingly
competitive globally.

Economic growth is driven by expanding labour inputs or increasing productivity per worker.
In an environment where organic population growth is subdued and migration cannot be
relied upon indefinitely, productivity becomes the primary lever. This is where artificial
intelligence and automation shift from optional efficiency tools to infrastructure.
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There are concerns that Al will displace workers, but New Zealand faces the opposite
condition with labour scarcity. In such an environment, Al supplements rather than substitutes
labour. Intelligent systems can automate routine processes and expand operational capacity
without adding people. For SMEs struggling to hire skilled staff, Al represents scalable
capacity creation.

From an investment perspective, this transition creates multiple opportunities:

Al-enabled enterprise software tailored to SMEs

Automation and robotics in labour-intensive sectors

Digital platforms that aggregate talent and shared services
Education and workforce transition providers focused on Al capability
Consultancy services to SMEs

* & & o o

Critically, the constraint is not demand but adoption capability. Many SMEs lack the capital,
technical expertise, and procurement sophistication to implement Al solutions effectively. This
creates an opportunity not only for technology vendors, but also SME shareholders that are
motivated to adopt tools but lack the support and knowledge to do so.

By enabling a technology-led expansion, New Zealand can sustain economic growth even

with a shrinking workforce. At the same time, higher productivity per capita reduces resource
intensity, supporting a sustainable population equilibrium and a more resilient economy.
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Demographic decline is a forcing function. It accelerates capital allocation toward
productivity-enhancing technologies. Businesses that adapt early will compound advantages
in efficiency, resilience, and competitiveness.

For investors in ageing economies, Al and automation are structural necessities embedded
in the future supply side of the economy. The demographic transition is already underway.
The opportunity lies in investing in the infrastructure that enables productivity to replace
population as the mechanism of growth.
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