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A Look at Population Aging and the Natural Rate of Interest
Rate from the Perspective of Supply and Demand for Capital
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Abstract: Population is an important factor affecting the natural rate of interest over the long term, and
with an aging population, the natural rate of interest will show a downward trend. This reflects the combined
effects of a number of factors such as reduced incomes post-retirement and increased expenditures on items
such as medical care. Over time, the setting aside of pension assets by government, employers and employees
eventually leads to an increase in the supply of capital, though an aging society has less demand for fresh
capital. The natural rate of interest will therefore decrease under the combined effects of supply and demand.
In this regard, we need to clearly assess the impact of population aging on the natural rate of interest and strive
to accumulate personal pension assets while taking macro-control measures to adjust to changes in the trend of

the natural interest rate.
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