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ASEAN Connect 

By Global Economics & Markets Research 

ASEAN: Positive trade and investment outlook 

to 2030 and beyond 

 

Summary 
 

As ASEAN experienced three consecutive years of record inflows of foreign direct investments (FDI) 

and total trade, prospects for the bloc remain positive as it heads into its 60th year of 

establishment in 2027. These data further reaffirm ASEAN as a bright star in global economy.  

 

Other than a large and young population base, three key factors contribute to a favourable 

outlook for ASEAN in the coming years: 1. Increasing cross-border policy coordination; 2. deepening 

integration across various economic sectors among its members; 3. a peaceful environment 

coupled with generally stable domestic political conditions. In addition, supply chain shifts and risk 

diversification in response to geopolitical tensions will further channel investments and trade flows 

into ASEAN.  

 

Outlook – ASEAN's trade and investment prospects remain bright, with projections indicating 

sustained growth in the coming years. FDI inflows into ASEAN hit US$226 billion in 2023, and we 

forecast the inflows to rise by 38% to US$312 billion by 2027 and further to US$373 billion by 2030. 

Moreover, total trade flows in ASEAN are expected to accelerate, reaching US$4.7 trillion by 2027, 

representing a 34% increase from US$3.5 trillion in 2023. 

 

 

ASEAN: Bright prospects into 2027 and Beyond  

The prospects for ASEAN 1  remain positive as it heads into its 60th year of 

celebration in 2027 and beyond. Growth momentum and investors’ enthusiasm in 

the past few years look to remain intact. At the same time, increasing cross-border 

policy coordination and cooperation, deepening integration within ASEAN, a 

peaceful environment coupled with stable domestic political conditions will further 

enhance the region’s competitiveness and investor confidence. Despite top 

leadership changes in four ASEAN countries this year—Singapore, Vietnam, 

Thailand, and Indonesia—the transitions have been smooth, and policy continuity 

is expected to persist. In addition, supply chain shifts and diversification in response 

to geopolitical tensions will likely continue to channel investments and trade flows 

into ASEAN.  

 

 

 
1  ASEAN (The Association of Southeast Asian Nations) consists of Brunei Darussalam, Myanmar, Cambodia, Indonesia, Laos, Malaysia, Philippines, Singapore, 

Thailand, and Vietnam. ASEAN-6 refers to the founding members Indonesia, Malaysia, Philippines, Singapore, and Thailand, plus Vietnam.  

For more information and background on ASEAN, please visit UOB’s ASEAN Connect portal  https://www.uobgroup.com/research/asean-connect.page 

https://www.uobgroup.com/research/asean-connect.page
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Opportunities in ASEAN 

Looking further ahead to 2027 and beyond, we remain constructive on trade and 

FDI inflows in ASEAN as the following factors will greatly facilitate business 

activities and boost confidence.  

 

1) Greater cross-border policy coordination and cooperation – The Johor-

Singapore Special Economic Zone (JS-SEZ) is one example where Malaysia and 

Singapore governments coordinate policy concerning the special economic 

zone. According to news reports, the Malaysian government is also working 

with Thailand on further coordination with the special economic zones (SEZ) 

that are already in operation. Another example is the construction of the Funan 

Techo Canal in Cambodia, which was welcomed by the Vietnamese 

government due to the collective common interests in the Mekong Delta. 

Increased adoption of cross-border payments and funds flows via QR and 

digital channels, are other examples of closer policy coordination. 

 

2) Prevalence of the ASEAN spirit and the deepening integration of regional 

economies. In addition to the JS-SEZ, increased integration of the region is 

reflected in some recent developments, including the entering into force of the 

Regional Comprehensive Economic Partnership (RCEP) in 2022 (link), the 

sizeable intra-ASEAN flows of trade and FDI, and the ASEAN DEFA (Digital 

Economy Framework Agreement) negotiations which were launched in 

September 2023, and targeted for conclusion by 2025, to improve digital rules 

in key areas such as digital trade facilitation, payments, standards and data, 

as well as emerging issues such as artificial intelligence. 

 

3) Peace and domestic political stability – Since the establishment of ASEAN, 

there has not been any armed conflict among its members, unlike other parts 

of the world. This fosters a calm and peaceful environment for businesses and 

investors and reduces significantly risk premiums and uncertainty. In addition, 

power transitions after recent elections in Indonesia (2024), Malaysia (2023) 

and Thailand (2023/24) have largely been smooth and uneventful, 

demonstrating the increased maturity of these countries, which ensure policy 

continuity and stability in these key ASEAN members at least in the next three 

to five years.  

 

4) Large market size – With a population of nearly 700 million in 2023, ASEAN is 

the third largest grouping after India and China. This large and growing 

consumer market with rising income is a key factor attracting investments from 

globally.  

 

Based on the factors mentioned above and our observations of the data flows and 

trends, and with the combination of bottom up and top down approaches, the 

UOB’s team of economists across the region assesses that the pace of FDI inflows 

into ASEAN is set to rise to US$312 billion by 2027, and further to US$373 billion by 

2030, from US$226 billion in 2023. Moreover, total trade flows in ASEAN are poised 

to accelerate further, reaching US$4.7 trillion by 2027, representing a 34% increase 

from US$3.5 trillion in 2023, with Vietnam playing an increasingly large role 

compared to other ASEAN members.  

 

 

 

 

https://www.uobgroup.com/assets/web-resources/research/pdf/MN_240429A.pdf
https://www.uobgroup.com/assets/web-resources/research/pdf/MN_240429A.pdf
https://www.channelnewsasia.com/asia/malaysia-thailand-sez-anwar-4531966
https://www.reuters.com/world/asia-pacific/vietnam-says-it-supports-cambodias-mekong-canal-urges-cooperation-2024-08-08/
https://www.reuters.com/world/asia-pacific/vietnam-says-it-supports-cambodias-mekong-canal-urges-cooperation-2024-08-08/
https://www.uobgroup.com/assets/web-resources/research/pdf/MN_211105C.pdf
https://asean.org/asean-defa-study-projects-digital-economy-leap-to-us2tn-by-2030/
https://asean.org/asean-defa-study-projects-digital-economy-leap-to-us2tn-by-2030/
https://www.uobgroup.com/research/index.page
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Taking the pulse: Record FDI and trade flows  

 

Record FDI inflows into ASEAN for the third year amid global macro 

challenges 

Despite facing global challenges such as high interest rates, US-China tensions and 

ongoing military conflicts in eastern Europe and the Middle East, ASEAN registered 

its third straight year of record high FDI inflows and trade values.  

 

According to the latest FDI data released in the World Investment Report (link) by 

the United Nations Trade and Development (UNCTAD), ASEAN retained its position 

as the world’s top destination of FDI inflows in 2023 after the US. This marks the 

third year of record inflows for the region.  

 

Global FDI inflows totalled US$1.33 trillion in 2023 and dropped 2% from 2022. 

UNCTAD attributed the “wild swings” in a small number of European conduit 

economies, partly due to the global minimum tax (GMT) for large multinational 

enterprises (MNEs) as well as “a big drop” in the value of cross-border M&As in 

developed markets. Excluding the effect of these conduits, the headline global 

FDI inflows in 2023 experienced a far larger decline, down by more than 10% y/y, 

while inflows to developing markets shrank by 7%, led by Developing Asia2, the 

largest FDI recipient, which dropped by 8%, according to UNCTAD.  

 

Similar to the headline figure, FDI flows to Developing Asia receded in 2023 but 

remained elevated, at US$621 billion, and the region stayed as the largest 

destination of FDI, accounting for nearly half of global inflows. Within Developing 

Asia, inflows to China fell by 14% to US$163.3 billion and to India plunged by 43% 

to US$28.2 billion. 

 

While inflows to East Asia declined due to a significant drop in China after a 

decade-long growth trend, inflows to ASEAN remained stable supported by robust 

economic growth and extensive global value chain (GVC) linkages, as highlighted 

in the World Investment Report (WIR). 

 

Against a backdrop of global economic challenges, inflows to ASEAN rose 1.2% to 

US$226.3 billion in 2023, although the distributions were uneven. Among ASEAN 

members, Singapore, with its position as a regional hub, remained the largest 

recipient and accounted for nearly US$160 billion for a gain of 13%, while Vietnam 

saw a smaller increase of 3.4% to US$18.5 billion. In contrast, Indonesia, Malaysia 

and Thailand reported y/y declines of 15% to 59% in 2023, following the broader 

trends globally during the year as economic activities slowed in response to tight 

monetary policy stance by various central banks. UNCTAD noted that about half of 

the developing economies experienced declines in FDI inflows in 2023.  

 

 

 

 

 

 

 

 

 

 
2 Developing Asia consists of East Asia (China, HK SAR, Taiwan region), Southeast Asia, South Asia (Bangladesh, India, Pakistan), West Asia (Saudi Arabia, 

Türkiye, United Arab Emirates), and Central Asia (Kazakhstan, Uzbekistan). 

https://unctad.org/system/files/official-document/wir2024_en.pdf
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ASEAN: The US remains the largest source of FDI inflows 

Separately, ASEANstats also updated its database of FDI concurrently with 

UNCTAD’s release. The latest data from ASEANstats show that the US remained the 

largest contributor of FDI inflows to ASEAN, since at least 2019.  

 

The US accounted for 32% share of total inflows to ASEAN in 2023, more than 

doubled from the 13% share in 2022 and the average value of 12% from 2010 to2019, 

suggesting that rising US-China tensions, the shifting of supply chains and de-

risking/”friend-shoring” continue to be the main motivating factors.  

 

Similar to the US but at a much smaller scale, inflows originated from Europe have 

increased significantly compared to historical average. For example, inflows from 

Switzerland and Germany saw multiple times of increases compared with the 2010 

to 2019 period.  

 

Merchandise trade flows: Record highs for ASEAN’s exports and import 

Similar to the trends observed in FDI data, exports and imports activities also reflect 

the realities of rising geopolitical tensions, and the shifting of supply chains in 

response to the need to diversify and de-risk.  

 

Merchandise trade activities (i.e. exports and imports) in ASEAN maintained its 

momentum in 2023, although the pace was dented somewhat by the aggressive 

central bank policy tightening globally. The value of global total trade in 

merchandise declined by about 5% in 2023 to US$48 trillion from US$50.6 trillion in 

2022.  

 

In 2023, total merchandise trade (exports + imports) value in ASEAN fell by about 

8%, after 2 years of double-digit gains from the post-COVID-19 rebound. Despite 

the decline, ASEAN’s total trade value stood at the second highest on record, at 

US$3.5 trillion. These mark the third year of record highs in ASEAN’s exports, imports, 

and total trade activities. As a group, ASEAN accounts for 7.4% of world’s total 

trade value.  

 

All the ASEAN-6 member states suffered declines in their trade activities in 2023, 

particularly in the second half of the year when unfavorable base effects coupled 

with weakened external demand pressured on exports performances. For example, 

Malaysia’s exports declined y/y for a 10th straight month while Singapore’s exports 

(non-oil) registered only one month of y/y gain in 2023. Vietnam, another export 

powerhouse in ASEAN, reported only 4 months of increases in both its exports and 

imports in 2023 as trade with major trade partners including the US, China, South 

Korea, and Japan declined throughout 2023.  

 

The shifts of ASEAN’s trade patterns as a result of the rise in US-China contestation 

are clear from the trends since around 2018 when then-US President Trump began 

to impose trade tariffs on China’s exports. From ASEAN’s perspective, China 

remained the largest market with a share of 16% in 2023, up from about 14% in 2017. 

Even more remarkable, ASEAN’s exports to the second largest market, the US, rose 

from less than 11% share to 15% in 2023. In contrast, exports to the third largest 

market, European Union, declined steadily, by nearly 2% pt to 8.6% share in the 

same period. Exports to the various ASEAN markets (“intra-regional” exports) 

remained substantial at more than 20%, underpinned by demand among the 

grouping’s members for their own consumers and producers that are scattered 

throughout the region.  

 

https://www.aseanstats.org/
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With the base effects turning more promising, the US Fed poised to start easing its 

policy stance from September, and China’s economic growth stabilising at around 

5% this year and beyond, near-term outlook for external trade in ASEAN is expected 

to stay positive. ASEAN’s trade and FDI inflows will be supported by the ongoing 

shifts in the global supply chain as well as risks diversification.  

 

Challenges and risks to the outlook  

On the flip side, some key challenges and risks need to be considered.  

 

Challenges and Risks 

1. Global geopolitical tensions are unlikely to abate in the future as rivalry among 

the superpowers intensifies on territorial claims, technological advances, 

access and use of resources, among other things. ASEAN must remain united to 

defend its own interests and to withstand pressures from superpowers. As such, 

disunity within the grouping could lead to instability and uncertainty that may 

deter foreign investors.  

 

2. The global demand for actions to meet environment and sustainability targets, 

as well as the advent of artificial intelligence (AI) and digitalisation could 

impact the competitiveness of some industries and member states.  

 

3. Political challenges and internal issues such as Myanmar could test ASEAN’s 

resolve and unity, which potentially could lead to discord among members and 

therefore jeopardise economic cooperation and business environment.  

 

Remain optimistic overall 

We are optimistic that ASEAN will be able to overcome its challenges, and to remain 

as the bright spot in a troubled world.  

 

From the standpoint of an investor, a place with greater degree of economic 

integration and coordination, political stability, and lower frictions (including 

smoother movements of people, goods, and services) would certainly be conducive 

and reassuring to deployment of tens or even hundreds of millions of dollars’ worth 

of investment projects.  

 

As such, the outlook and momentum for ASEAN will remain favourable in the years 

ahead and as a bright spot in a troubled world. 

 

ASEAN: Prospects are bright for FDI inflows  

Source: Macrobond, UOB Global Economics & Markets Research 
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ASEAN: Overall trade activities to rise further along with supply chain shifts 

Source: Macrobond, UOB Global Economics & Markets Research 

 

 

ASEAN: Singapore and Vietnam continue to lead regional exports   

Source: Macrobond, UOB Global Economics & Markets Research 

 

 

ASEAN: Import values to rise on increased value add activities and domestic demand   

Source: Macrobond, UOB Global Economics & Markets Research 
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FDI: Global declines in 2023 but increased flows to ASEAN 

Source: Macrobond, UOB Global Economics & Markets Research 

 

 

FDI: ASEAN is the world’s largest destination after the US  

Source: Macrobond, UOB Global Economics & Markets Research 

 

 

FDI: Singapore remained the top destination in ASEAN 

Source: Macrobond, UOB Global Economics & Markets Research 
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ASEAN: Supply chain shifts to boost FDI inflows   

Source: Macrobond, UOB Global Economics & Markets Research 

 

 

Financial and manufacturing sectors attracted the most FDI inflows in ASEAN 

Source: Macrobond, UOB Global Economics & Markets Research 

 

 

ASEAN: Indonesia saw the biggest jump in deal values   

Source: Macrobond, UOB Global Economics & Markets Research 
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ASEAN: Total trade fell about 6% in 2023 after 2 years of double digit growth   

Source: Macrobond, UOB Global Economics & Markets Research 

 
 

 

ASEAN: China and the US are top exports destinations    

Source: Macrobond, UOB Global Economics & Markets Research 
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Disclaimer 

 

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for 

whatever purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would 

be contrary to its laws or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment 

product/securities/instruments. Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please 

consult your own professional advisors about the suitability of any investment product/securities/ instruments for your investment 

objectives, financial situation and particular needs. 

 

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects 

prevailing conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future 

events or performance of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ 

from actual events or results. The views expressed within this publication are solely those of the author’s and are independent of the 

actual trading positions of United Overseas Bank Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). 

Views expressed reflect the author’s judgment as at the date of this publication and are subject to change. 

 

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. 

UOB Group may have also issued other reports, publications or documents expressing views which are different from those stated in this 

publication. Although every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information 

contained in this publication, UOB Group makes no representation or warranty, whether express or implied, as to its accuracy, 

completeness and objectivity and accept no responsibility or liability relating to any losses or damages howsoever suffered by any person 

arising from any reliance on the views expressed or information in this publication. 


