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Key Takeaways

- When comparing median age, the Northeast is the oldest region of the U.S., with
lackluster economic growth.

- Texas boasts the strongest demographic and economic growth nationally, with strong
growth also a feature of costal South Atlantic states.

- Midwest agriculture economies could have difficulty weathering demographic shifts as
slow population growth might lead to slower-than-average economic growth.

- Western states had the greatest increase in prime working-age adults with some of the
strongest gains nationally in overall population and economic growth.

The U.S. is facing an "old-age" crisis as national population growth becomes insufficient to
balance the needs of aging baby boomers. In S&P Global Ratings' opinion, the national aging is
affecting state economic output, with different parts of the country being more resilient than
others. Demographics influence public policy decisions, revenues and expenditures, and inform
the direction of a state's economic and fiscal future. Managing demographic trends is a long-term
factor affecting the credit quality of state governments and an important factor in our holistic
analysis of state credit quality.

When examining population and economic output (real gross state product [GSP], 2009 dollars,
seasonally adjusted annual rate), in years 2010-2017, we found that states with high overall
population growth and that of prime working-age adults (25-54) were more likely to have stronger
economic growth. We also observed particular regions of the country having more ability to attract
prime working-age adults than others, which has proven economically beneficial. However, nearly
all states experienced declines in the proportion of their population both under 20 and from 25-54,
while the proportion of those 65 and older increased.

The U.S. Just Keeps Getting Older

The median age of the U.S. increased to 38.0 from 37.2 from 2010-2017 (see chart and table 1). By
2030, all baby boomers will be older than 65, and the size of the older population will be such that
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one in every five residents will be of retirement age. Underscoring this demographic shift are
Census Bureau estimates that the median age will increase to 43 by 2060.

2017 Composition of U.S. Population by Age Cohort

Table 1

Oldest U.S. States By Median Age (2017)

Maine 44.7

New Hampshire 43.1

Vermont 42.9

West Virginia 42.5

Florida 42.1

Connecticut 40.9

Pennsylvania 40.7

Delaware 40.4

Rhode Island 39.9

Michigan 39.8

U.S. 38.0

Source: U.S. Census Bureau, Population Division.
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Despite a 5.5% increase in the national population over this period, those of retirement age
increased while the share of younger people shrank. To us, we consider the looming major
demographic shift the bigger risk because the U.S. will have fewer prime working-age adults
compared to those of retirement age.

Over the next decade, the number of retirement-age residents will nearly double because the
current (2017) cohort of those 55-64 is about, on average, 83% of the 65-and-older population.
Advances in medical science, improved health care delivery, and healthier lifestyles are likely to
only further increase the relative size of the nation's old-age cohort.

This demographic shift will make the 2030s an important transitionary decade. State governments
will need to adapt their revenue structures and service levels to accommodate the growing elderly
population.

Northeast States Face A Substantial Old-Age Wave That Is Verging On A
Crisis

When comparing median age, New England is the oldest region of country with five out of the six
states in the region among the oldest ten in the U.S. The notable exception is Massachusetts
(AA/Stable), which can improve its aging demographic due to the strong attraction of younger
individuals to the Boston metropolitan statistical area (MSA). However, projections suggest the
state's workforce gains will be slow relative to the rest of the country.

Maine (AA/Stable) has the distinction of being the oldest state in the country by median age. Its
economic output grew only 3.7% (44th-fastest among the states) and its prime working-age
population declined 7.2% from 2010-2017. We expect the state's weak demographics to remain
among the worst in the country, limiting overall economic growth potential. To stem further
economic declines, Maine will need to attract young, working-age adults as more residents enter
retirement age. However, IHS Markit projects the state's population and labor force growth to be
weak at 0.1% and 0.2% per year, respectively, over the next decade.

This aging population has contributed to diminished economic growth, with Connecticut (A/Stable)
being one of only four states in the country with contracting output. This occurred while its
population growth was nearly at the bottom for all states, along with having one of the largest
contractions of prime working-age adults. The outlook is equally dim. We expect the state's higher
concentration of middle-aged and elderly residents compared with young adults and children to
worsen.

Mid-Atlantic States have similar demographic issues (see table 2), but with significant
differences. While aging is an issue, New York (AA+/Stable) benefits from the strengths of New
York City as a global destination attracting foreign residents, which offsets demographic
differences upstate and out-migration. While New Jersey (A-/Stable) has a prime location with
access to the New York City and Philadelphia MSAs, a lack of moderately priced housing partially
constrains its economic growth. The state's housing affordability is one of the lowest in the
country, according to IHS. Overall, affordability and the high cost of living will continue weighing on
the region's growth prospects.
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Table 2

Select Demographic And GSP Changes For Northeast States (2010-2017)

State

Total
Population

Change

Total
Population

Change
Rank

Real
GSP

Change
(%)

GSP
Change

Rank

Prime
Working Age

Population
Change (%)

Prime
Working Age

Population
Change Rank

Median
Age

(2017)

Median
Age

Rank

Connecticut 0.4% 47 (3.3) 48 (6.8) 46 40.9 45

Maine 0.6% 45 3.7 44 (7.2) 48 44.7 50

Massachusetts 4.8% 25 14.3 17 0.2 20 39.5 38

New Hampshire 2.0% 37 10.7 29 (6.9) 47 43.1 49

New Jersey 2.4% 34 5.6 40 (3.3) 33 39.8 40

New York 2.4% 33 8.9 33 (1.1) 25 38.7 27

Pennsylvania 0.8% 42 12.6 20 (3.8) 37 40.7 44

Rhode Island 0.7% 44 4.9 41 (3.3) 34 39.9 42

Vermont (0.3%) 49 5.9 38 (9.7) 50 42.9 48

GSP--Gross state product. Source: U.S. Census Bureau, Population Division; IHS Markit; S&P Global Ratings. Real gross state product (2009
US$, SAAR). Ranks are shown from 1 (most growth/youngest) to 50 (least growth/oldest).

Southern States' Population Boom Is A Positive Credit Factor For Most
Of The Region

Population gains in the South have been disproportionate. Texas (AAA/Stable) and the costal
South Atlantic show the most positive gains in the region while inland Southern states and those
in the Appalachian region had more negative results.

The Washington, D.C. MSA and the surrounding Maryland (AAA/Stable) and Virginia (AAA/Stable)
suburban areas benefit from a very strong MSA, with one of the highest growth rates of prime
working-age adults in the country. With a median age of 34 and 49% of its population making up
prime working-age adults, the nation's capital is poised for continued growth among young adults
as the area economy continues to diversify. The city's population has increased 15.3%, with 21.3%
growth in prime working-age adults.

By contrast, West Virginia (AA-/Stable) is not experiencing any such gains, ranking among the
worst nationally in a number of key areas. The state's population decline was the worst in the
nation at 2.0% with a decline in prime working-age adults of 8.9%, the second-worst in the
country. This does not bode well for West Virginia, because its median age is the fourth-highest
and likely to increase. Overall, the state's potential economic growth is limited due to these
trends, particularly declines in its prime working-age cohort.

The coastal South Atlantic has shown positive demographic changes. Florida (AAA/Stable),
Georgia (AAA/Stable), North Carolina (AAA/Stable), and South Carolina (AA+/Stable) all ranked
among the top 15 states for overall population increases and in growth among prime working-age
adults. Based on July 1, 2017, population estimates, Florida and North Carolina are projected to
gain congressional seats compared with declines in a number of Northeast states. The region's
strong population growth, affordable housing, and favorable cost of living will allow it to remain an
attractive location for new residents beyond retirees. We expect these positive trends to continue,
with the area's short-term economic growth on par with or outpacing that of the nation.
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Texas continues to boast strong demographic trends (see table 3), ranking first in population
growth from 2010 to 2017 and second in growth of both prime working-age adults and those under
20. Although this creates budgetary stress, particularly related to school funding and
infrastructure demands, it also generates organic economic growth. The rebound in the energy
sector, combined with the state's economic diversity support future growth as it remains an
attractive destination for both new businesses and residents.

Table 3

Select Demographic And GSP Changes For Southern States (2010-2017)

State

Total
Population

Change

Total
Population

Change Rank

Real GSP
Change

(%)

GSP
Change

Rank

Prime Working
Age Population

Change (%)

Prime Working
Age Population

Change Rank

Median
Age

(2017)

Median
Age

Rank

Alabama 2.0% 38 6.4 37 (2.8) 30 39.0 32

Arkansas 3.0% 29 8.9 34 (1.1) 26 38.1 24

Delaware 7.1% 14 8.8 35 1.1 16 40.4 43

Florida 11.6% 4 14.9 15 7.6 5 42.1 46

Georgia 7.7% 13 17.3 10 2.8 13 36.7 10

Kentucky 2.6% 32 7.1 36 (3.7) 36 38.8 31

Louisiana 3.3% 27 (5.9) 50 (0.6) 23 36.8 11

Maryland 4.8% 23 9.8 30 (0.3) 21 38.7 28

Mississippi 0.6% 46 2.9 46 (4.0) 38 37.4 14

North
Carolina

7.7% 12 11.4 27 2.6 14 38.7 30

Oklahoma 4.8% 24 21.6 7 0.3 19 36.5 7

South
Carolina

8.6% 10 16.1 11 3.6 12 39.4 37

Tennessee 5.8% 19 19.0 8 1.4 15 38.7 29

Texas 12.6% 1 27.1 2 9.6 2 34.6 3

Virginia 5.9% 18 5.9 39 0.4 18 38.2 25

West
Virginia

(2.0%) 50 3.4 45 (8.2) 49 42.5 47

GSP--Gross state product. Source: U.S. Census Bureau, Population Division; IHS Markit; S&P Global Ratings. Real gross state product (2009
US$, SAAR). Ranks are shown from 1 (most growth/youngest) to 50 (least growth/oldest).

Midwest Population Patterns Are Mixed

The Midwest has shown differing trends (see table 4). Most states have seen a contrast, with their
population growth in the lower 50% of states, while their economic output gains are up in the top
50%. However, the long-term economic outlook is dampened by trends in its prime working-age
population with significant contraction among most states in the region.

At opposite ends of the spectrum are Illinois (BBB-/Stable) whose population contracted 0.2% and
North Dakota (AA+/Stable) with a 12.3% increase, the third-slowest and second-fastest growth
rates in the country, respectively.

North Dakota has seen substantial in-migration from the energy boom, but it has difficulty
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attracting residents to work outside that sector. As a large energy producer, the state is vulnerable
to boom-and-bust cycles. Employment growth was second-fastest in the nation in 2014, but fell
to last place in 2015 and remained near the bottom the following year. Despite the volatility, North
Dakota has one of the lowest nominal populations in the country.

According to IHS, demographics are the major reason for Illinois' economic underperformance.
Much of the poor growth in demographics is due to younger cohorts and an elderly population
leaving to look for better economic opportunities and a lower cost of living elsewhere. The state
has a high cost of living and a significant tax increase enacted July 2017 could generate more
out-migration. Its major city, Chicago, is the third-most populous in the nation and has a higher
proportion of younger people compared with Illinois and the U.S. However, the city has lost
population in recent years despite being a top area for corporate relocations.

In 2017, agriculture as a share of GSP was highest for South Dakota (AAA/Stable; 6.6%), Nebraska
(AAA/Stable; 6.0%), North Dakota (5.4%), and Iowa (AAA/Stable; 4.5%) placing them within the top
five for all states. In our opinion, agriculture-based economies might find it difficult to weather
changing demographics. For example, Nebraska's economy has been stable with low
unemployment, but it has persistently lagged the nation in job and population growth. The state's
GSP increase exceeded the nation during the recession, but its slower population and job growth
have led to slower-than-average economic gains in the past five years.

Table 4

Select Demographic And GSP Changes For Midwest States (2010-2017)

State

Total
Population

Change

Total
Population

Change Rank

Real GSP
Change

(%)

GSP
Change

Rank

Prime Working
Age Population

Change (%)

Prime Working
Age Population

Change Rank

Median
Age

(2017)

Median
Age

Rank

Illinois (0.2%) 48 9.2 32 (5.1) 43 38.1 22

Indiana 2.8% 30 10.9 28 (2.9) 31 37.7 16

Iowa 3.3% 28 17.5 9 (3.1) 32 38.1 23

Kansas 2.1% 35 9.3 31 (4.4) 40 36.6 8

Michigan 0.8% 43 15.0 14 (5.2) 44 39.8 39

Minnesota 5.1% 20 14.8 16 (1.9) 29 37.9 20

Missouri 2.1% 36 4.0 43 (3.5) 35 38.6 26

Nebraska 5.1% 21 15.7 12 (1.3) 27 36.4 6

North
Dakota

12.3% 2 39.3 1 8.5 3 35.1 4

Ohio 1.1% 41 14.1 19 (4.5) 41 39.4 36

South
Dakota

6.8% 15 12.1 22 (0.4) 22 37.1 13

Wisconsin 1.9% 39 12.3 21 (5.8) 45 39.4 35

GSP--Gross state product. Source: U.S. Census Bureau, Population Division; IHS Markit; S&P Global Ratings. Real gross state product (2009
US$, SAAR). Ranks are shown from 1 (most growth/youngest) to 50 (least growth/oldest).

Western States Benefit Most From Prime Working-Age Population
Growth

The West has had the greatest gain in prime working-age adults (see table 5), with seven states
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ranking in the top 10 and California (AA-/Stable) ranking 11 nationally. Similarly, the region had
some of the strongest gains in overall population growth and economic output compared to other
states. Unlike more rapidly aging states or those with limited population growth among younger
cohorts, the West faces other demographic challenges. While the region's population growth
provides economic benefits, it can also generate infrastructure and housing affordability
challenges.

Broadly measured, California's economy has ranked among the nation's top-performing states
throughout the past several years. The well-educated workforce and burgeoning high-technology,
biotechnology, and alternative energy sectors position California as a leading venture capital
recipient state. This has resulted in making it one of the fastest-growing states in the U.S. in terms
of income levels, with per capita personal income edging up to 116% of the U.S. in 2017. Among its
cities, Los Angeles ranks as the second-most populous city in the country with an annual
population growth of 3.4% since 2000. San Francisco, too, has been rivaling Silicon Valley cities as
a locus of growth in high-paying IT jobs during the current economic expansion. That said, because
of its high cost of living and lack of affordable housing, especially in its urban centers, California
has its own demographic issues. After adjusting for the cost of living, the poverty rate ranks
highest in the nation and while the state still has positive population growth, it has seen net
domestic outmigration.

While Arizona (AA/Stable) is popular among retirees, the growth in this cohort is offset by
above-average growth in its prime working-age population. The state's affordability compared
with that of the rest of the region makes it an attractive area for people relocating, which should
contribute to further economic expansion. However, according to IHS, most of these economic
gains focus on housing and services. As a result, slower population growth could have negative
economic consequences.

Colorado (AA/Stable) is also one of the fastest-growing states in the country, typically lauded for
its outdoor lifestyle and ability to attract younger residents. The state benefited from the shale oil
boom, but has diversified by attracting emerging industries that include high-technology and
telecom. The Denver MSA continues to be a center for the Mountain West region with home prices
that remain moderate despite recent increases.
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Table 5

Select Demographic And GSP Changes For Western States (2010-2017)

State

Total
Population

Change

Total
Population

Change Rank

Real GSP
Change

(%)

GSP
Change

Rank

Prime Working
Age Population

Change (%)

Prime Working
Age Population

Change Rank

Median
Age

(2017)

Median
Age

Rank

Alaska 4.2% 26 (5.3) 49 (0.8) 24 34.3 2

Arizona 9.8% 8 14.2 18 5.6 8 37.7 17

California 6.1% 17 23.2 4 4.2 11 36.6 9

Colorado 11.5% 5 21.8 6 8.2 4 36.8 12

Hawaii 4.9% 22 12.0 23 1.0 17 39.0 33

Idaho 9.5% 9 15.0 13 4.7 10 36.3 5

Montana 6.2% 16 11.9 24 (1.3) 28 39.8 41

Nevada 11.0% 6 11.5 26 7.6 6 37.9 21

New Mexico 1.4% 40 4.5 42 (4.2) 39 37.8 19

Oregon 8.1% 11 11.7 25 5.6 9 39.3 34

Utah 12.2% 3 22.5 5 10.4 1 30.9 1

Washington 10.1% 7 23.7 3 7.2 7 37.7 18

Wyoming 2.8% 31 (2.3) 47 (4.5) 42 37.7 15

GSP--Gross state product. Source: U.S. Census Bureau, Population Division; IHS Markit; S&P Global Ratings. Real gross state product (2009
US$, SAAR). Ranks are shown from 1 (most growth/youngest) to 50 (least growth/oldest).

This report does not constitute a rating action.
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