
 

 

Lessons from the 2021 Intergenerational Report 

 

Australia is in the middle of a demographic transition, with an ageing population presenting 

fiscal and economic challenges. Financial advisers who upskill and embrace aged care 

advice are set to strengthen and grow their advice businesses. 

The 2021 Intergenerational Report paints a picture of increasing life expectancies and falling 

fertility rates, resulting in the Australian economy growing at a slower pace over the next 40 

years. This, comes at a time when the budget is also adversely affected by the long-term 

impacts of the COVID-19.   

With baby boomers now into their 60s and older, mounting aged care challenges arising 

from changing preferences on how and where people age, as well as expectations of care 

standards, increases the need to plan for aged care and the frailty years. 

 

The ageing population  
Australia’s ageing population poses the greatest demographic challenge.  

Over the next 40 years, the number of people aged 65 and older will double to 8.9 million 

and will represent 23% of the population. But the rate of increase in the aged 85 and over 

group is even greater. This group is set to triple to 1.9 million and represent 5% of the 

population (up from 2 per cent in 2019-20). Even the number of centenarians is expected to 

increase from around 6,400 people to 40,900 by 2060-61.   

 

 

Source: ABS National, state and territory population, September 2020, and Treasury 



 

 

 

 In practice 

 

The proportion of your client base aged 65 and over is likely to 
increase rapidly in line with population changes. Planning for frailty 
adds greater depth to ongoing advice discussions. 

 

Clients aged 85 and over will also drive a greater need for aged care 
advice. Are you business-ready and equipped for the opportunity? 

 

Read the Aged Care Steps white paper – The Three Phases of 
Retirement. 

 

 

Expenditure on supporting older Australians, including age pension, health and aged care, 

will rapidly increase, but the greatest challenge emerges from expectations that the ratio of 

working-age people to those over 65 is projected to fall from 4.0 to 2.7 over the next 40 

years (as shown in graph below).   

 

Source: 2021 Intergenerational report. Page 31 

 

The Government policy is to maintain the tax-to-GDP ratio at or below 23.9 per cent. But 

significantly fewer people of working age relative to the number of older Australians will limit 

the ability of Government to fund the increased costs and is likely to reinforce the pressure 

on individuals to fund their aged care costs. Planning for the frailty years in retirement will be 

increasingly important, particularly for clients who want choice and control.  

  



 

 

Higher incidence of dementia 
Dementia and declining cognitive capacity are major triggers for accessing aged care 

services. The incidence of dementia is correlated to age, so as life expectancy increases, so 

does the incidence of dementia.  

Since 2013, dementia has been Australia’s second leading cause of death and is expected 

to overtake ischaemic heart disease to become the leading cause of death in coming years. 

This development is expected to have a significant impact on Australia’s health and aged 

care systems and present one of Australia’s most pressing health challenges. 

 

 In practice 

 

Advice implications from the increased incidence of dementia:  

 

• The facts cannot be ignored – the incidence of cognitive 
impairment increases with age. Advisers should be proactive 
and start conversations with clients especially around the 
implementation of enduring powers of attorney. 

• Add an agenda item in review meetings, to check if attorney 
arrangements put in place and the person nominated to 
assume powers are still appropriate. 

• Whether it’s a first client meeting or a review meeting for 
existing clients, advisers should expand on the health 
questions they ask clients. This may help determine future 
health issues, such likelihood of dementia, to support future 
planning and the opportunities for aged care advice. 

• Incorporating aged care advice solutions may help secure the 
generational transfer of wealth and build advice relationships 
with the next generation. 

 

 

Australia’s economic outlook  
COVID-19 is expected to have lingering effects on the economy and the national budget 

according to the 2021 Intergenerational Report.   

The Australian economy is projected to grow at a slower pace over the next 40 years with 

real gross domestic product (GDP) expected to grow at 2.6 per cent per year compared with 

3.0 per cent over the past 40 years.   

A major contributor to this slowdown in economic growth comes from the demographic 

impact of the COVID-19 pandemic with temporarily lower inward migration as well as delays 

in women having children.   

Despite these developments, Australia’s total population should grow faster than most other 

developed countries and is expected to reach 38.8 million in 2060-61. Migrants should 

continue to be the largest source of population growth over the long term. 



 

 

Aged care spending 
The Royal Commission into the Quality and Safety of Aged Care, found significant shortfalls 

in the funding allocated to aged care. Despite the Government allocating an additional $7 

billion over five years to improve and reform the sector in the 2021 Federal Budget, it is 

generally agreed that this is still not enough to achieve the improvements needed and 

demanded by the baby boomer generation of retirees. 

The ageing of the population will result in even greater numbers of older Australians 

requiring aged care services. Non-demographic factors including changing consumer 

preferences, higher real incomes, and the changing incidence of frailty and disease among 

users of the aged care system will also drive higher demand and cost over the long term. 

Currently the government pays 80 per cent of the total aged care spend. This is a 40 per 

cent increase in real terms since 2012-13. 

As a share of GDP, health spending is projected to increase from 4.6 per cent in 2021-22 to 

6.2 per cent in 2060-61.  Aged care spending is projected to nearly double to 2.1 per cent of 

GDP ($113 billion in 2020-21 dollars) by 2060-61, reflecting the pressures from the ageing 

population.  

On the flipside, spending on the Age/Service Pension is projected to fall from 2.5 per cent of 

GDP in 2021-22 to 2.1 per cent of GDP in 2060-61. Younger generations are expected to 

retire with greater superannuation savings as a result of compulsory superannuation 

increasing retirement savings, reducing reliance on government welfare payments.   

 

 

Source: Treasury 

 



 

 

 

Conclusion 
The shape and direction of aged care is changing and older Australians are focussed on not 

only quality of care, but also quality of lifestyle. This includes a move towards greater supply 

of home care with the number of packages increasing from around 60,000 in June 2015 to 

around 275,000 by June 2023. 

The latest Intergenerational report as well as the Aged Care Royal Commission and the 

COVID-19 pandemic have reinforced the importance of having a robust personal frailty plan 

to fund, manage and adapt to sudden health shocks and frailty in later years. 

Advisers are already facing the reality that the ageing of existing clients is necessitating the 

need to upskill and be business-ready for aged care advice. More than 2,000 advisers have 

attended the Aged Care Steps Accredited Aged Care ProfessionalTM program, with 

registrations significantly higher of the last two years. The need is also being recognised by 

professional associations, for example, with the launch of the Financial Planning 

Association’s FPA Aged Care SpecialistTM designation in 2020. And the FASEA Code of 

Conduct supports the need to consider all future advice needs for a client.  

Aged Care Steps works with financial advisers and other advice professionals to create 

advice services and solutions, regardless of the business model so that advisers can protect 

and grow their business value, as well as add deeper value to clients. Advisers who do not 

consider the challenge, leave a big hole and lost opportunities in their advice businesses. 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer: The information contained in this publication is based on the understanding Aged 

Care Steps Pty Ltd has of the relevant Australian legislation and information published in the 

2021 Intergenerational report. The information contained in this publication is of a general 

nature only and is intended for use by financial advisers and other licensed professionals 

only. It must not be handed to clients for their keeping nor can any copies of sections of this 

publication be given to clients. Aged Care Steps Pty Ltd ABN 42 156 656 843 AFSL 486723. 

 


