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1 https://www.mckinsey.com/industries/public-sector/our-insights/understanding-asean-
seven-things-you-need-to-know

In volatile times, the countries in the Association 
of Southeast Asian Nations (ASEAN) remain a 
relative bright spot and zone of opportunity for 
Chinese investors searching for growth. With a 
combined market of over 600 million consumers 
and a rapidly expanding middle class1 on China’s 
doorstep, the region is a natural starting point for 
mainland firms expanding abroad. 

This briefing paper highlights the importance of 
ASEAN members (Brunei, Cambodia, Indonesia, 
Lao, Malaysia, Myanmar, Philippines, Singapore, 
Thailand and Vietnam) to Chinese companies. 
It also outlines ways to tap into the bloc’s 
vast potential via Singapore, one of the most 
advanced economies in the world and one that 
boasts a longstanding relationship with China. 

INTRODUCTION

The key takeaways, based on proprietary research 
and contributions from senior executives at TMF 
Group and Singapore’s Economic Development 
Board (EDB), include: 

• ASEAN is expected to see a surge in 
Chinese investment over the next decade 
given geographical proximity, a rising 
consumer class, improving infrastructure and 
strengthening regional economic and trade 
ties.

• Singapore will play a pivotal role as a regional 
gateway for Chinese firms looking to access 
ASEAN, particularly in high value-added 
sectors such as advanced manufacturing, 
technology and pharmaceuticals/
biotechnology.

• Singapore has a justified reputation for its 
pro-business policies, favourable regulatory 
environment, highly skilled workforce and 
first-rate infrastructure. 

• A regional strategy is essential for long-
term success, given the varying levels of 
development and infrastructure and vastly 
disparate and complex regulatory regimes 
among ASEAN member nations.

• Support from a local partner with in-depth 
knowledge of and an on-the-ground presence 
in key regional centres is critical to navigate 
sensitive cultural issues and rapidly evolving 
business environments.

https://www.tmf-group.com/
https://www.tmf-group.com/
https://www.edb.gov.sg/
https://www.edb.gov.sg/
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The International Monetary Fund (IMF) recently 
downgraded its global growth forecasts for 2019 
and 2020, predicting 70% of the world economy 
will experience a slowdown.2 Meanwhile, amid a 
simmering trade dispute with the United States, 
China’s economy is losing steam, with growth 
expected to slip to 6.2% this year and next,3 

casting a shadow over outbound investments. 
The value of China’s overseas investments and 
construction projects fell to US$179.1 billion in 
2018, down from US$279.8 billion in 2017.4

On the other hand, ASEAN is expected to grow 
at an average annual rate of 5.2% from 2018 
to 2022.5 Studies project that the grouping will 
become the fourth-largest single market in the 
world by 2030,2 with a combined GDP of US$10 
trillion,6 overshadowing India. Regional consumer 
spending alone is expected to reach US$2 trillion 
by 2020.7

ASEAN is strategically located at the confluence 
of major trade routes which facilitate the passage 
of US$5.3 trillion worth of global trade each 
year.8 As China looks to sidestep the impact of 
its trade conflict with the United States, ASEAN 
has become a primary destination for Chinese 

businesses looking to expand abroad. Chinese 
investment in ASEAN countries could more than 
triple to US$500 billion by 2035.

2 https://mediacenter.imf.org/news/all/imf--delicate-moment--for-global-economy/s/27360f2c-9cb1-43f8-bd6c-3fb8737dd738
3 https://www.straitstimes.com/world/united-states/world-bank-cuts-global-growth-forecast-amid-us-china-trade-conflict
4 https://www.scmp.com/news/china/diplomacy/article/2183032/chinese-outbound-projects-plunge-investors-pull-back-us
5 https://www.oecd.org/dev/SAEO2018_Preliminary_version.pdf, pp.14/236
6 ASEAN-US Business Council, Extracted from “Speech by Mr Lim Hng Kiang, Minister for Trade and Industry, at the ASEAN Conference 2015 – “Growth Opportunities in an 
integrated ASEAN”, 20 May 2015
7 https://ie.enterprisesg.gov.sg/Venture-Overseas/Browse-By-Market/Asia-Pacific/Vietnam/News/mc/News/2017/12/Powering-up-governance-in-ASEAN-with-digitalisation 
8 https://www.enterprisesg.gov.sg/overseas-markets/asia-pacific/asean/overview

The number of consuming households in ASEAN is expected to almost double by 2025:

1 Association of Southeast Asian Nations; excludes Brunei.
2 Purchasing power parity adjusts for price differences in 
identical goods across countries to reflect differences in 
purchasing power in each country.
3 Forecast: figures may not add up precisely, because of 
rounding.
Source: McKinsey Global Institute Cityscope database; 
McKinsey Global Institute analysis.

Share of ASEAN households in each income bracket Annual household-income brackets

100%  = 137 million 178 million
2 4

US$PPP2 2005
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Consuming middle class
(70,000 - 20,000)
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Basic consumer needs
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2010 2025
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SINGAPORE AS A REGIONAL GATEWAY

In the last three years, an increasing number of 
Chinese companies have chosen the city-state 
as a launchpad to expand their businesses 
regionally and internationally. China’s stock of 
direct investments in Singapore has, on average, 
risen about 10% each year since 2010.9 Singapore 
was the fifth largest recipient of FDI inflows in the 
world at the end of 201710 and the value of foreign 
direct investment (FDI) by Chinese companies in 
Singapore hit S$36.3 billion (US$26.84 billion).11 
The momentum is expected to continue. 

While Singapore is far from the cheapest place 
in ASEAN to do business – Vietnam, Indonesia 
and Malaysia offer lower cost base structures 
– it offers multiple advantages that more than 
justify any extra expense in the eyes of mainland 
investors. 

Most important, Singapore’s pro-business 
policies and connectivity within Southeast 
Asia give it a strong competitive advantage. 
According to the World Bank, it takes just over 
six working days to launch a new business in 
Singapore. As one of Asia’s financial hubs, it 
is easy to access credit, while start-up costs 
and taxes are low.12 Features like these make 
it one of the region’s – and the world’s – 
easier places to do business. In fact, in TMF 
Group’s 2018 Financial Complexity Index, 
which ranks the relative financial (accounting 
and tax) compliance complexities of key 
markets globally, Singapore was 85th of 94 
economies—only nine other economies were 
viewed as less complex.13

8 https://www.enterprisesg.gov.sg/overseas-markets/asia-pacific/asean/overview
9 https://www.straitstimes.com/politics/parliament-chinese-direct-investments-in-singapore-rose-10-per-cent-per-year-on-average
10 https://en.portal.santandertrade.com/establish-overseas/singapore/foreign-investment
11 https://www.straitstimes.com/politics/parliament-chinese-direct-investments-in-singapore-rose-10-per-cent-per-year-on-average
12 http://www.mas.gov.sg/Singapore-Financial-Centre/Value-Propositions/Conducive-Pro-Business-Environment.aspx
13 TMF Group Financial Complexity Index 2018

https://www.tmf-group.com/en/news-insights/publications/2018/financial-complexity-index/
https://www.tmf-group.com/en/news-insights/publications/2018/financial-complexity-index/
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Source: World Bank Group, Doing business 2019

Ease of doing business score, Singapore:

Singapore has a diverse and highly skilled workforce 
– products of its top-ranked institutes of higher 
learning, including engineering and computer 
science. As part of its Global Ready Talent 
Programme, Singapore enables local workers to gain 
regional exposure, helping to build a pool of ASEAN-
ready talent Chinese companies can hire from when 
accessing the region from the city-state.14

The Intellectual Property Office of Singapore (IPOS), 
recently ranked the second most innovative office 
of its kind globally, ensures the city offers world-
class and constantly evolving IP standards. These 
help nurture knowledge economy enterprises and 
develop Singapore as a platform for companies 
to scale up and expand into growth markets.15 

Investors also appreciate the country’s political 
stability, investor protection laws and high corporate 
governance standards. 

14 https://www.straitstimes.com/politics/chan-details-bid-to-build-global-ready-local-talent
15 https://www.businesstimes.com.sg/government-economy/singapore-2nd-in-ranking-of-worlds-most-
innovative-intellectual-property-offices
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Singapore has developed additional incentives and 
infrastructure that make it a particularly attractive base for 
Chinese investors in several leading sectors that represent 
major engines of future economic growth including:  
 
Advanced manufacturing: Singapore is building on its 
reputation for best-in-class manufacturing by developing 
the 600-hectare Jurong Innovation District for advanced 
manufacturing.16 It will serve as a one-stop shop housing 
research institutions, industry enablers and advanced 
manufacturing factories. 

Singapore ranked 2nd globally in the 2018 
World Economic Forum’s Readiness for the 
Future of Production Report. The country 
is the world’s 4th largest exporter of high-
tech products and it ranked 5th globally 
in the Bloomberg 2018 Innovation Index, 
which focuses on the value added by 
manufacturing

This will serve as a test bed for technology 
solutions providers and manufacturers alike. 
It will help the city-state become a global 
leader, with the ‘Industry 4.0’ or ‘Fourth 
Industrial Revolution’ manufacturing model, 
which leverages the potential of robotics and 
data analytics to streamline and improve 
production processes. 

Singapore houses the manufacturing 
facilities of some of the world’s biggest 
semiconductor foundries and chip assembly 
and test companies.17 It will soon host a new 
US$200 million R&D centre being built by 
Shenzhen-based AAC Technologies to focus 
on high-end optics.18

Manufacturing has been the engine of Singapore’s economy since the 
country’s independencein 1965. Today, it accounts for around 20% of 
the nation’s Gross Domestic Product (GDP). 

Over the years, Singapore has built a diverse base of industries, 
occupying leadership positions in the aerospace, semiconductor, 
chemicals, and biomedical sciences sectors. Today, Singapore’s
world-class manufacturing ecosystem makes it one of the best 
places globally for manufacturers to design and execute their global 
manufacturing strategies.

Ranked 2nd globally 
in the 2018 World 
Economic Forum’s 
Readiness for the Future 
of Production Report.

Ranked 5th 
globally in the 
Bloomberg 2018 
Innovation Index 
for manufacturing 
value-added.3

The world’s 4th largest 
exporter of high-tech 
products.2

LEADERSHIP IN HIGH-VALUE MANUFACTURING

ENERGY AND CHEMICALS
Jurong Island is the world’s fifth-largest 
producer of refined oil and ranks among 
the top 10 globally in terms of chemicals 
exports by volume.

BIO MEDICAL SCIENCE
60% of the world’s micro-
arrays and one-third of the 
world’s thermal cyclers and 
mass spectrometers are 
manufactured in Singapore. 
Four out of the top 10 drugs 
by global revenue are also 
manufactured in the country.

AEROSPACE
Singapore accounts for 
about 10% of the global 
maintenance, repair, and 
overhaul output.

16 https://www.businesstimes.com.sg/technology/singapore-wooing-european-
firms-with-disneyland-of-advanced-manufacturing
17 https://www.edb.gov.sg/en/our-industries/electronics.html
18 https://www.aactechnologies.com/en/index.
php?m=content&c=index&a=show&catid=54&id=261

nd

4th

2
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5 th
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Source: The EDB Singapore: Your Global Partner in Manufacturing report.
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SEA internet economy market size (GMV, $B)

Technology: Singapore has rapidly solidified 
its status as the region’s leading technological 
innovation hub and engine for Southeast Asia’s 
booming internet economy. According to a report 
by Google and Temasek, this internet economy/e-
commerce sector is on track to exceed US$240 
billion by 2025.19 

The Global Innovation Index 2018 named 
Singapore as the fifth most innovative country in 
the world and the most innovative outside Europe. 
In March 2019, the Singapore government 
committed to investing S$500 million (US$367 
million) into digital technologies such as AI 
(artificial intelligence), super-computing and 
robotics. It has showcased the city’s draw 
for Chinese technology giants such as Baidu, 
Tencent and Alibaba.

Alibaba aptly demonstrates the value Singapore 
brings to technology companies. Through its 
Singapore-based e-commerce platform Lazada, 
Alibaba has expanded quickly in Southeast Asia, 
effectively extending its reach to Indonesia, 
Malaysia, the Philippines, Thailand and Vietnam 
within just three years.

Its investment in Singapore is not limited to 
just business operations. In 2017, Alibaba 
announced the establishment of one of seven 

DAMO (Discovery, Adventure, Momentum, and 
Outlook) Academies in Singapore. Last year, the 
company partnered with Singapore’s Nanyang 
Technological University (NTU) in a multi-million 
dollar collaboration to set up its first overseas 
joint lab – the Alibaba-NTU Singapore Joint 
Research Institute. The lab will address Alibaba’s 
own internal business challenges and develop 
AI applications in healthcare, smart homes and 
urban transportation. The joint research institute 
houses a PhD training programme to nurture 
R&D (research and development) talent in the 
region. 

Ride-sharing giant Grab, in which Didi Chuxing 
is an investor, has recently expanded its 
headquarters in Singapore20 and established a 
joint AI lab with NUS.21 Earlier this year, Shanghai-
based YITU Technology (YITU),22 a leading 
pioneer in AI research, officially launched its first 
international R&D office in Singapore to bring 
its award-winning facial recognition solutions to 
customers and partners in Southeast Asia.23

 
US giants such as Google, Amazon and 
Facebook have also chosen to establish their 
regional headquarters and innovation centres in 
the city-state.

5B
19B
4B
3B

23B

102B

78B

31B

29B

30B

11B
8B

Ride hailing
Online media

Online travel
E-Commerce

GMV: Gross Merchandise Value
CAGR: Compounded Annual 
Growth Rate

32B

2015 2018

72B

240B

2025

Source: The EDB, e-Conomy SEA 2018 report.
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Singapore welcomes fintech innovations. In 2016, the 
Monetary Authority of Singapore (MAS) established 
the FinTech Innovation Lab to work with financial 
institutions, start-ups and technology vendors to 
devise solutions while its annual ‘Singapore Fintech 
Festival’ hosts fintech players, central bankers and 
investors from all over the world. 

Pharmaceuticals and biotechnology: Singapore’s 
strong digital capabilities and vibrant research 
ecosystem aided by close collaboration between 
the public, private and academic sectors make it 
the region’s leading centre for biomedical sciences. 
Over 30 of the world’s major biomedical science 
and pharmaceutical companies have established 
their regional clinical trial centres in Singapore.24 The 
manufacturing output of Singapore’s pharmaceutical 
sector was worth S$16 billion (US$11.82 billion) in 
2017, triple the figure in the year 2000.25 

Easy access to funding, the presence of industry 
incubators and a proactive approach to regulatory 
approvals have helped firms test their innovations and 
bring ground-breaking products to market.26 This has 
played a significant role in tackling the issues arising 
from an ageing global population and contributes to 
Asia’s healthcare needs.  
Mainland Chinese companies can forge partnerships 

with key institutes, emerging biotech 
firms and clinical research organisations 
to rapidly advance pipeline assets. 
So far, S$4 billion (US$2.96 billion) in 
public sector research funding has been 
committed to the health and biomedical 
sciences domain.27 
 
One recent success story is China’s WuXi 
Biologics, which last year announced 
plans to invest around US$60 million to 
build a new biologics manufacturing plant. 
The company’s first Asian plant built 
outside China will eventually employ 150 
people.28 

Investing in the future: Singapore’s 
policymakers have launched ‘RIE2020,’ 
a plan to foster research, innovation and 
entrepreneurship.29 The initiative increases 
the allocation of funds to R&D in digital 
technology, cell therapy manufacturing 
and sustainable urban food production. 
RIE 2020 encourages more private sector 
R&D investments and public sector 
spending. This enables foreign companies 
to grow their capabilities in Singapore and 
compete better globally. Chinese investors 
can capitalise on these efforts to build 
momentum for a wider regional push.

3X
of the pharmaceutical sector’s 

manufacturing output produced 
today since 2000. In 2016, the sector 

produced more than S$16 billion worth 
of products for global markets

>6,000 8
of the pharmaceutical sector’s 

manufacturing output produced 
today since 2000. In 2016, the sector 

produced more than S$16 billion 
worth of products for global markets

of the top 10 pharmaceutical 
companies have facilities in 

Singapore, manufacturing 4 of the 
top 10 drugs by global revenue.

19 https://www.straitstimes.com/business/economy/south-east-asia-internet-
economy-to-top-us240b-by-2025-google-temasek-study
20 https://www.todayonline.com/world/asia/grab-doubling-size-its-singapore-
headquarters
21 https://www.grab.com/sg/press/tech-product/grab-and-nus-open-ai-lab-to-
transform-cities-and-transportation-in-southeast-asia/
22 https://www.yitutech.com/en/about-us
23 https://yitutech.sg/yitu-technology-opens-first-international-office-in-singapore/
24 https://www.robertwalters.com.sg/career-advice/the-future-of-pharmaceuticals-
in-singapore.html

25 Overview of the Singapore PharmaBio sector, Singapore PharmBio Guide 
2019/2020
26 https://www.edb.gov.sg/en/news-and-resources/insights/innovation/
better-healthcare-thrives-on-better-innovation-in-medtech-r-and-d.html
27 https://www.edb.gov.sg/en/our-industries/pharmaceuticals-and-
biotechnology.html
28 https://www.prnewswire.com/news-releases/wuxi-biologics-to-
invest-s80-million-to-establish-a-biologics-manufacturing-facility-in-
singapore-300652580.html
29 https://www.nrf.gov.sg/rie2020

source: The EDB, https://www.edb.gov.sg/en/our-industries/pharmaceuticals-and-biotechnology.html
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DEVELOPING A REGIONAL STRATEGY

Singapore’s focus on high value-added industries 
and its cost structure mean many Chinese 
companies will use the city-state strategically as 
a foundation to explore other ASEAN markets. 
The growing integration of ASEAN through 
initiatives like the ASEAN Economic Community 
and large-scale infrastructure projects will 
enhance regional connectivity and logistics. 

For example, Singapore is working with China 
on a new International Land-Sea Trade Corridor, 
which will speed the transit of goods between 
western China and Southeast Asia.30 The China-
Thailand rail link,31 when complete, will provide a 
similar benefit. Malaysia’s East Coast Rail Link, 
the feasibility of which was being reassessed 
following a change of government in the country, 
is now back on track.32 Projects like these will 
enhance opportunities for Chinese businesses. 

High-growth countries, such as Vietnam, 
Indonesia and the Philippines with their large, 
young and increasingly affluent populations, are 
emerging as both promising consumer markets 
and destinations for manufacturing investment. 
A growing middle class, accompanied by 
rapid urbanisation will drive demand for an 
expected US$7 trillion worth of investments in 
infrastructure, housing and real estate up to 2030 
according to the EDB.33 ‘Frontier’ markets, such 

as Myanmar, Cambodia and Laos also have 
significant potential to grow and move up the 
investment value chain.34 

Overall, the continued growth of cities in 
Southeast Asia is forecast by the EDB to have 
an annual economic impact in the range 
of US$520-930 billion.35 This will generate 
demand for ‘smart city’-related products and 
services such as urban mobility, food and 
agricultural technology. 

With around 60% of infrastructure investment 
in Southeast Asia financed through Singapore, 
the city-state is particularly well-positioned to 
help Chinese companies tap into the growing 
demand for infrastructure in the region. 
Singapore is also strong in legal services such 
as dispute resolution. 

However, potential Chinese investors need 
to be mindful of issues such as the cost of 
doing business in the city and the importance 
of building familiarity with local regulations, 
including policies on hiring foreign talent and 
employer obligations such as the mandatory 
Central Provident Fund. 

Issues confronting China’s Huawei 
Technologies and ZTE Corporation in Europe 
and Asia indicate that investors need to 
consider political and cultural sensitivities, 
establishing internal controls within their 
organisation when they expand abroad.

30 https://www.straitstimes.com/business/economy/spores-role-as-launch-pad-into-region-not-automatic-chee
31 http://www.xinhuanet.com/english/2019-01/22/c_137765246.htm
32 https://www.straitstimes.com/asia/se-asia/145-bln-deal-signed-with-china-on-malaysias-east-coast-rail-link-mahathirs-office
33 Data from EDB interview  
34 http://www.xinhuanet.com//english/2017-11/22/c_136771389.htm
35  Data from EDB interview
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LOCAL CHALLENGES REQUIRE 
LOCAL EXPERTISE 
Chinese investors must understand that integration within ASEAN countries remains relatively 
superficial in many business-critical areas. Taxation systems within ASEAN are far from uniform and 
there is a vast degree of cultural, political and regulatory diversity among ASEAN’s markets, some of 
which rank among the most complex investment jurisdictions globally.

Vietnam has relatively strict local language and 
retention requirements. In Indonesia, not paying 
sufficient attention to the expectations facing 
local directors can entail serious financial and 
reputational risks.36 37 Recent cases such as 
the debate over the viability of a US$20 billion 
China-backed rail project in Malaysia, illustrate 
the importance of managing local relationships, 
monitoring political or regulatory shifts and 
structuring potential investments carefully.38  

Chinese investors should consider using a 
local partner with an on-the-ground presence 
throughout the region, and an extensive network 
of expertise at the local market level to help them 
navigate regulatory complexities and rapidly 
developing compliance environments. 

Overall, ASEAN will continue to present one 
of the world’s most compelling growth stories 

for Chinese investors. Singapore, a consistent 
partner of China’s integration with the global 
economy for decades, will continue to support 
the ASEAN ambitions of fast-expanding Chinese 
firms by serving both as a test bed and jumping-
off point for an extensive regional presence; and 
by contributing to ASEAN’s overall integration, 
economic advancement and capacity for long-
term innovation. 

Top 10 most complex jurisdictions for accounting and tax compliance in Asia Pacific
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36 https://www.tmf-group.com/en/news-insights/articles/2017/december/directorship-
in-asia/
37 https://www.tmf-group.com/en/news-insights/articles/2019/january/managing-
financial-complexity-to-capture-growth-potential/
38 https://www.reuters.com/article/us-china-malaysia/malaysia-says-still-negotiating-
with-china-on-20-billion-rail-project-idUSKCN1PO0KJ

Source: TMF Group, Financial Complexity Index 2018.
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Get in touch

tmf-group.com
info.apac@tmf-group.com

tmf-group.com/enquiry

TMF Group helps its clients operate internationally 
and ‘belong’ wherever they are in the world. We do 
this by making sure they are properly set up to do 
business in any country and compliant with local and 
international regulations.

We firmly believe that the only way to be truly ‘global’ 
is to put local first, which is what our team of 7,000 
in-country experts do for businesses of all sizes, 
every day.

Get in touch to see what we can do for you.

About TMF Group

The Singapore Economic Development Board (EDB), a government 
agency under the Ministry of Trade and Industry, is responsible for 
strategies that enhance Singapore’s position as a global centre 
for business, innovation, and talent. We undertake investment 
promotion and industry development, and work with international 
businesses, both foreign and local, by providing information, 
connection to partners and access to government incentives for 
their investments. Our mission is to create sustainable economic 
growth, with vibrant business and good job opportunities for 
Singapore.

For more information on EDB, please visit www.edb.gov.sg

About Singapore Economic Development Board

https://www.edb.gov.sg/
https://www.tmf-group.com/en/news-insights/publications/2018/financial-complexity-index/
http://www.edb.gov.sg 

