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ABOUT THE EU-ASEAN BUSINESS SENTIMENT SURVEY

This publication is the ninth edition of the annual EU-ASEAN Business Sentiment Survey. [ aims 1o sene
as o borometer for European business cutlook in Southeast Asio regarding key issues such as
mocroeconomic conditions, the policy and regulotory environment, and the development of biloteral

and plurilateral free trade agreements in the region. This survey is produced with the support of
Evrepean Chambers of Commerce throughout the ASEAN region. You may also view this report and

previous editions online of www.eu-gseaney/publicafions.
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We would especially like fo thank BDO for their sponsarship and support for this year's report,
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FOREWORD BY JENS RUEBBERT, CHAIRMAN, EU-ASEAN BUSINESS COUNCIL

The EU-ASEAMN Business Council (EU-ABC) is pleased to present the
2023 EU-ASEAN Business Senfiment Survey, | extend my heartfelt
gratitude to all those who have graciously taken the fime to participate
in this survey, as well os fo our esteemed partners ot the vanous
European Chombers of Commerce for their invaluable support in
gothering responses.

Az we embark on the latest edition of this sureey, it serves as g vital
instrument for capturing the views of the Eurgpean business community
in ASEAN on o diverse range of topics. From the stote of the business
envirgnment in the short and medivm-term; ASEAN regional economic
integration; frode agreements with the EU government consultation and
competition issues; and, views on sustainability issues. This survey provides critical insights that shope
our understanding of the londscope and will assist the Council in the development of its advococy
positions with ASEAN and Europe,

The survey results for this year reflect o renewed sense of optimism among European businesses
toward ASEAN ond its potential for growth. Despite the persistent challenges foced globally,
respondents hold o positive outlook on the region's economic recoverny. This is an encouraging
development, underscoring the resilience of ASEAN in the foce of aodversity, and the strength of ifs
recovery from the pandemic,

Consistent with previous years, respondents confinue to perceive A3EAN as the region offering the
most promising economic opportunities over the next five yvears. The views of our respondents hove
been remarkably constant on this point, However, it is important to recognise that positive sentiments
alone cannot guarantee progress, The survey highlights the pressing need fo accelerate efforts in
advancing the ASEAMN Economic Community, os well os to address sustoinability chaollenges
effectively,

Respondents again express concerns about the region’s ombitions and copabilities in climate action
and environmental protection. Many believe thaot ASEAN's goals in this area lock the necessary
ambition, urging greater commitment to sustainakbility initiatives. The result of views on the greening
of supply chains in the region are parficularly stark, We all, the business community, polifical leaders,
employees, ond the general public, need to do more on this ond related issues. Economic
development must be pursued hond in hand with environmental stewardship, ensuring a just and
sustoinable future for all

Regaording frade agreements between the EU and ASEAN, the survey reveals evolving senfiments
among respondents. While enthusiaosm for a region-to-region Free Trode Agreement (FTA) has
expenenced fluctuotions over the years, there 5 o resounding call for gn EU-ASEAN Investment
Frotection Agreement, which would be a highly welcome development. Addiionally, there remains o
strong demand for expediting existing ond new bilateral FTA negotiations, with specific interest in
engagements with ASEAN countries such as Thailand, Malaysio and the Philippines.

As we novigote the complexities of the current globol geo-political and economic londscape,
marked by various challenges such as inflation, supply chain disruptions, and geopolitical tensions, if
5 imperatve for ASEAN member staftes 1o foster closer colloboration, enhance harmony, ond
expedite economic integration with o strong emphosis on sustainability. 10 to the Power of 10 is, affer
all, much greater than the sum of ten

The survey findings this year unveil encouraging signs of optimism and identify key themes that will
confribute to a sustainable recovery. As longstanding partners of ASEAN, Euvropean businesses stand
ready, as always, to collaborate closely with our ASEAN and European counterparts, working hand
in hand fo drive continved economic and social development. Together, we can build a prosperous
future for all,



A NOTE FEOM THE SPONSORS
NOEL CLEHANE, HEAD OF PUBLIC POLICY, BDO GLOBAL

As Vice-Chairman of the Executive Board of the Council, it gives me
great pleasure to see the 2023 Business Sentiment Survey published. On
behalf of the Council's members, may | express a big ‘thank you' to
Chris, Livana, lenn and Justin ot the Secretarial, for the diligent work
needed to gother extensive responses from acrass ASEAN on all the key
questions posed, and then to ‘crunch the numbers' inte something so
informative!

The Council is the voice of European businesses trading with and
invested in ASEAN and | have seen first-hand in ASEAN and in Brussels,
how widely read and much quoted this annual survey is from the ime of
ity publication unkil its next iteration. We at BDO are delighted to
sponsor the Survey once again and ore sure that it will remain essential
reading for policymakers across the ASEAN member countries and in the relevant EU inshitutions and
Missions.

The Survey hos reoffirmed thot European businesses remain lorgely positive aobout ASEAN o35 o
regicn and obout economic recovery generally in Southeast Asio. The respondents, mostly mulfi-
naticnal corporations with European onigins, confirm that ASEAN is viewed as the region offening the
Dest economic opportunity globally and their expectafions of increased profits from ASEAMN,
volidate thot confidence. Moreowver, the importance of ASEAM in terms of worldwide revenues
confinues 1o grow for Ewropeon componies. However, Southeast Asio is not just on economic
opportunity to be faken odvantoge of It is olso now clearly one of the engines of the global
econamy. Christine Logarde, then of the IMF, referred fo it os "on ouwxiliory enginge of global
economy a few years ogo. | think that it is foir to say that this burgeoning region has every nght to
discard the term ‘auxiliary’ of this point. As it recovers steadily from the pandemic, its importonce to
global value chains hos become evident and its own domestic economies are continuing 1o grow
strongly, with some exceptions.

There is probably litfle surprise that the Survey highlights ongoing and worrying concermns arcund the
poce of prograss on ASEAN economic infegration, particularly on unnecessary barriers to frode. The
Council appeals to the policymakers in fhe fen ASEAN member couniries (and to the extent relewant,
the ASEAM Secretaniat), to inject urgency and impact info advancing the AEC Blueprint, If the region
is 1o fully capitalise on its generally very favourable demographics, ifs increasingly well-educated
workforce, the noodle bowl of Preferential Traode Agreements applicable including RCEF, the
incidental benefits from US-Ching frade tensions swch as friendshonng’ ond supply chain
diversification, and now the Europeon corporate de-risking from Ching, then it must focilitate intra-
regicnal frode to o greater extent and foke economic infegration fo the next level,

The respondents expressed an increased desire for more action on FTAs between the EU and ASEAN
and it 15 pleasing to see some progress on that front, at least as regards bilateral frade negotiations,
between the EU and several ASEAN member countries. As ever, European businesses would prefer a
‘region to region’ FTA but realistically, that is some way off

Frobably the most concerning finding of the Survey is the unanimous view that ASEAN is "not doing
enough to green its economy’. As the EU pushes its Green Deal and an ensuont suite of
environmental/sustainability-related instruments, it will be vitol that ASEAN does not become o
laggaord in this areq, Should that happen, European invesiment into Southeast Asio will reduce as
corporates seek fo meel their own environmental obligations and comply with the increasing array
of EU legislation on a range of issves including carbon emissions, deforestation, supply-chain due
diligence and forced labour, 1o name just o few. Investors will demand that corporate management
move investments fo ‘green projects and destinations so there is o real danger of FDI decline or
even withdrowal of existing investments from ASEAN by European companies, if the region does not
do more on the sustainability front.

To end on a positive, | am convinced that the 2023 Survey is o highly valued contribution to the
policymakers in ASEAN and in Brussels, who are interested in driving the Strotegic Parinership
between the blocs at the economic level, It is once again o mine of information and intelligence and
desarnves careful study in the fast-chonging world that both blocs seek to navigate,
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2023 Key Findings

Current Business Environment & Outlook
* &5% expect anincrease in profits in ASEAM in 2023 (2022 - &9%)
¢ £3% see ASEAN as the region of best economic opportunity over the next 5 years (2022 - 43%)
¢ B4Y% expect to increase levels of trode and investment in the ASEAN region (2022 - 77%)

¢ BO¥ expect ASEAN markets to become more important in terms of worldwide revenues over the
next 2 years (2022 - 65%)

ASEAN Regional & Domestic Policy Frameworks
* Only 14% believe ASEAN economic integrotion is progressing fast enough (2022 - 6%)
* Only 9% say the objectives of the AEC Bleeprints hove been ochieved (2022 - 12%)
* Only 8% believe non-tariff borners to trode in ASEAN are decreasing (2022 - 12%)
s 72% soy there are foo many barriers to the efficient use of supply chains in ASEAN (2022 - 14%)

Trade Agreements

* 99% believe the EU should accelerate the negotiotion of trade deals with ASEAN (2022 - 97%)
* B5¥% believe the EU should pursue a region-to-region FTA with ASEAN now (2022 - 73%)

s 79% believe the EU should pursue a region-fo-region Investment Protection Agreement with
ASEAM (2022 - &1%)

Sustainability & Climate Change lssves
* Less than half think ASEAN is serious about meeting its sustainability goals, or that the goals are
ambitious encugh
* MNO respondents felt that ASEAN was doing enough to green supply chains
o 82% think there should be an ASEAM-wide harmonised appraach to ESG reporting standards

Government Consultation & Competition Issues
» 34% feel they frequently or cocasionally face unfair competitive practices in ASEAN (2022 - 38%)
= 45% of respondents feel that they are often or somefimes consulted by nationol governments in
ASEAN (2022 - 52%)
» 30% of respondents feel that the European Commission is sufficiently engaged in supporting
Evropean business inferesisn ASEAN (2022 = 31X)

EU Sustainability Agenda & Outlook
o 75% feel the Green Team Europe Inifiative with ASEAN will boost activity on sustainability and
climate action
¢ 55% feel the policies to strengthen policies around private sector social and environmental due
diligence will have o positive impact on their operations in ASEAN

Il



2021 — 2023 TRENDS FOR KEY FINDINGS

EXPECTATIONS OF TRADE & INVESTMENT OVER THE NEXT 5 YEARS
(2021 - 2023)
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Expectations for increased trade and investments in ASEAN in 2023 confinue fo show robust
ophimism among European busingsses,

REGION WITH THE BEST ECONOMIC OPPORTUNITIES OVER THE NEXT 5 YEARS
(2021 - 2023)
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European businesses maintain their perception of ASEAN as the region offening the most fovorable
economic praspects, with China retaining its second position, while India steadily garnars growing
optimism as g promising destination for trode and investments
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I5 ASEAN REGIOMNAL INTEGRATIOMN UNDER THE AEC PROGRESSING FAST ENOUGH?
(2021 - 2023)
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In 2023, Evropean businesses continue 1o express their skepticism regarding the poace of progress
on the ASEAN Economic Community (AEC), which they percee as insufficient. Furthermore, there is
o noficeable increase in this senfiment compared o previous years,

PERCEPTION OF NON-TRADE BARRIERS TO TRADE IN ASEAN
(2021 - 2023)
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There is a growing apprehension regarding ASEAN's effarts to eliminate non-tariff barniers (NTBs)
to trade, The percentage of individuals who perceive the NTB levels as unchanged has remained
relatively consistent over the past three years, whilst fewer believe that NTBs are decreasing
despite regional commitrments fo eliminate them
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CURRENT BUSINESS ENVIRONMENT & QUTLOQOK

European business confidence in ASEAN grows stronger

European businesses maintain a notable level of confidence in ASEAN, with their optimism for the
region remaining robust. Views have witnessed an increase of nearly 20% regarding the growing
significance of ASEAN markets in terms of global revenves over the past two years

Moreover, o substantial majority of survey participants expressed their anticipation of increcsed
profitability in their operations within the region, The proportion of respondents expecting such
positive  ouilcomes surpasses the figures obsarved in 2022 This trend potentially indicates a
renewed sense of confidence in ASEAN

ASEAN MARKETS IN TERMS OF WORLDWIDE REVENUES OVER THE PAST TWO YEARS
(2021 - 2023)
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COMPANIES’ EXPECTATIONS OF ASEAN'S PROFITS FOR THE CURRENT YEAR
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ASEAN MARKETS IN TERMS OF WORLDWIDE REVENUES OVER THE NEXT TWO YEARS
(2021 - 2023)
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ASEAN is still seen as important in terms of worldwide revenues in the next two years,
with a significant shift in pesitivity

A& noteworthy 80% of respondents anficipate ASEAN's increasing significance in fterms of global
revenues over the next two years, representing a significant rise from 5% in 2022, This upward
frend reflects their confidence in the region's capaocity for o swift economic recovery, Furthermore,
there has been a decline in the percentage of respondents (from 32% in 2022 ta 19% in 2023) who
believe that ASEAN markets will remain relatively unchanged in terms of worldwide revenves in the
coming two years. This decrease indicates further positive sentiment towards the region and its

economic rebound,



REGION WITH THE BEST ECONOMIC OPPORTUNITIES OVER THE MEXT 5 YEARS
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REGION WITH THE BEST ECONOMIC OPPORTUNITIES OVER THE NEXT 5 YEARS
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ASEAM continues to be regarded as the region offering the most favorable economic
prospects, maintaining a significant lead over other regions; Minor changes have been
observed in the rankings among the top regions

The prevailing trend of fovorable sentiment towards ASEAN in comparison to other regions
continues this year and is notably prominent. A significant majority of respondents (63%) perceive
ASEAM as the region offering the most promising economic opperfunities in the next five years, o
percentage nearly six times higher than the next highest region, China (12%). The proportion of
respondents identifying ASEAN os the top economic opportunity region has remained stable, while
india has surpossed Africa by o margin of 2% compared to the previous year.
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EXPECTATION OF TRADE & INVESTMENT OVER THE NEXT 5 YEARS
(2021 - 2023)
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The future prospects for frode ond
investment in ASEAN bring posifive news, as
a  substantial 34X of  respondents
anticipate an increase in thair level of
trade and investment with Southeast Asio
over the next five years. In contrast, only 2%
of respondents expect o decrease in fraode
and investments, A& bor chort depiction
highlights the optimistic senfiment, with
tewer companies expressing uncertainty
aond a larger number  expressing
confidence in the anticipated growth

The bar chart above highlights the
aptimistic sentiment, with fewer companies
expressing  wncerfainty oand a  lorger
number expressing confidence in the
anticipated growth
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2023 EXPECTATION OF TRADE & INVESTMENT
OVER THE MEXT 5 YEARS



PLANS FOR OPERATIONS IN ASEAN
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European Businesses more positive about expansion prospects for ASEAN operations

A high proportion of the respondents have
the ntention to expand ther level of
operafions in ASEAM, with particulorly strong
sentiments for doing so being reported in
Indonesia, Maloysia, The  Philippines,
Singapore, Thailand, and Vietnam.
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Heowweever, it is worth noting that in all coses
the percentage of respondents expressing
an intenfion fo expond are lower thon they
were in 2022 with the ASEAM level
expansion percentage falling to 45% from
G2,
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FACTORS MOTIVATING EXPANSION PLANS

1 Ectnomic recovery and growlh opporiunities

F HverziBcation of cuslomer hase

| Reazanable production costs: [incleding labour cost)

4 Improvement in infrastruchare

5 Enhanced regional ecompamic integration

[ Stabile governmeent and political system

T Improvements in sustainatility policies

b1 Adegaate lmws and regalations to encourage foreign investment

i Limdted growth appartunities in ather regions

10 Avallability of trained personnel fefficient manpower

11 Change im business straegy

We also asked respondents to rank the key foctors thot might be leading to consider expanding
their operations in ASEAN. "Economic recovery and growth opporfunities” and "Diversification of
customer bose” topped the charts, with the latter slipping down place from the 2022 survey.

WHICH OF ASEAN'S DIALOGUE PARTMNERS IS BEST PLACED TO SUPPORT THE REGION
FOR ECONOMIC GROWTH & DEVELOPMENT?

We also asked owur respondents for their views on which of ASEAN's dialoguee pariners were best
placed fo support the region with its economic development going forward, Similarly, fo lost year,
the European Union comes out on tap, but with an increcsed percentage (45% versus 43% in 2022)
China, The United States and lapan fill the next slots as per 2022, bwt with the latter two on
significantly reduced percentages, Australia heods the list of "Others”

& o

45% 24% 12% 7% 12%




ASEAN REGIONAL AND DOMESTIC POLICY FRAMEWORKS

I5 ASEAN ECONOMIC INTEGRATION IMPORTANT FOR THE SUCCESS OF
YOUR BUSIMESS IN THE REGION?
(2021 - 2023)
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The perception of ASEAN Regional Economic Integration remains steady in terms of itfs
importance and pace. It is widely acknowledged and, mere than ever before, believed
to have a positive impact. However, over 70% of respondents do not have a business
strategy that aligns with the ASEAMN Economic Community [AEC). AEC objectives not

being met; progress seen as too slow, but less respondents are feeling that than
previously.

A5 in previous years, ASEAN regional economic integrofion is seen os being important for the
sycoess of European businesses in Southeost Asia, with arcund three-gquarters of respondents
answering in the affirmative. But this importance is tempered by the clear view of our respondents
that measeres aimed at achieving regional economic integration are not making sufficient
headway, Furthermore, less than a third of respondents have o business strategy based on the

ASEAN Economic Community (AEC), though that is an increase of 10 percentage points aver last
year



HAS THE ASEAN ECONOMIC COMMUNITY MADE A POSITIVE IMPACT ON
YOUR BUSIMNESS ACTIVITY IN ASEANT
(2021-2023)
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DOES YOUR COMPANY HAVE A REGIOMAL STRATEGY BASED ON THE AEC?
(2021 - 2023)
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REASONS FOR NOT HAVING A STRATEGY BASED ON THE AEC

it

Hot enough progress from AEC Blueprint

AEC does not help my business much or at all

Local bastiness strategy is sufficiont

li

56

201 w02z w2023

‘Ciher common reasons inclede not understanding what the AEC Blueprint 2025 is

I5 ASEAN REGIONAL INTEGRATION UNDER THE AEC PROGRESSING FAST ENOUGH?

(2021-2023)
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HAWVE THE OBJECTIVES OF A HIGHLY INTEGRATED AND COHESIVE ECONOMY OF CREATING
A SINGLE MARKET AND PRODUCTION BASE AS SET OUT IN THE AEC BEEN ACHIEVED?
(2021-2023)
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AREAS WHERE ASEAN NEEDS TO MAKE MORE PROGRESS
OMN REGIONAL ECONOMIC INTEGRATION

1
3 . 5 ards ? 5
(Most Important) Harmwnisation of standards and regulations
3 Simplification of customs procedures for
intra-ASEAN movement of goods
3 Removil of Non=Tarilf Barriers to trade
4 Remdoval of market access restrictions
5 Removal of ovwmership and control pestrictions
6 Protection of Intellectual Property Rights &
better enforcement policies
7 Improvements in the financial infrastrectore (Enclheding deselopment
ol capital markets, cross-horder payment systems eic)
’ Increased support for MSMEs
S . -
(Least Important) i 5
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ARE THERE TOO MANY BARRIERS TO THE EFFICIENT USE OF SUPPLY CHAINS IN ASEAN?
(2021-2023)
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Barriers to efficient use of supply chains remain with more respondents than last year
identifying these barriers as an obstacle to the efficient use of supply chains in ASEAN,

&5% of our respondents soid that they
presently mode vse of regional supply chains,
Of those, close to three-gquarters reported
that there were too mony barriers o the
efficient use of those supply chains, a
significant uptick over 2022 where it was less
than half of respondents,

More than & oul of ten respondents said they
would make more use of regional supply
chains if these bamriers were reduced

The proportion of respondents who believed
that non-tariff barriers to trode in ASEAN
ware reducing fell this year from 13% 1o 82,
whilst o third of respondents believed thot
MTEs were actually increasing.

O Customs procedures, 43% believed them
to be overly burdensome, complex ond
inafficient, an increase over 2022 The
number who think they are speedy and
efficient remains ot a disoppaintingly low 2%,

IF THESE BARRIERS WERE REMOVED, WOULD YOU INCREASE THE USE OF
REGIONAL SUPPLY CHAINS?
(2021 - 2023)
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PERCEPTION OF CUSTOMS PROCEDURES IN ASEAN
(2021 - 2023)
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PERCEPTION OF NMON-TARIFF BARRIERS TO TRADE IMN ASEAN
(2021 - 2023)
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European businesses want ASEAN to focus on ensuring the success of ASEAN economic
integration going forward beyend 2025.

As in previous years, ASEAN regional economic infegration is seen os being important for the
success of European businesses in Southeast Asia, with arcund three-gquarters of respondents
answering in the affirmative. But this importance is tempered by the clear view of our respondents
that measures aimed at achieving regional economic integration are nol making sufficient
heodway. Furthermore, less than a third of respondents hove o business strategy based on the
ASEAM Economic Community [AEC), though that is an increase of 10 percenfage points over ost
year

AREAS WITHIN THE ECONOMIC PILLAR THAT ASEAN SHOULD FOCUS ON
FOR THE POST-2025 VISION

|

g Regional economic integration
(Most Important) e L

2 Harmonisation of standards

3 Ensure completion of AEC 2025 Vision

4 Continued work on eliminating non-tariff barriers [NTHs)

5 Concerted effort on digital transformation

i1 Skills training

- Committing to its crcular economy framework to ensure resilience

towards climate change and resource constraints

B Transitioning to a low-carbon economy, including setting up an

[Least Important) ASEAN electrical grid

iy



Il

A
A

TRADE AGREEMENTS & EUROPEAN POLICY INITIATIVES

European businesses still want to see an acceleration of trade deals with the ASEAN
region; Sharp rise in those who think negotiations on a region-to-region FTA should
commence now; numbers whe think a region-te-region deal would deliver added
benefits over bilateral deals remains high.

Yet again, nearly all of our respondents think that the Evropean Union should be accelerating
negotiotions on trade deals with the countries of ASEAN, with 9% of them saying so. Seven out of
ten respondents felt that the EU should pursue o region-to-region FTA with ASEAN now, which is o
slight decrease over 2022. Less than a fifth of respondents believe that the EU should wait for
bilotergl FTA negotiations fo be completed first, Again, the overvhelming majority of respondenis
believe that a region-to-region deal would deliver more benefits and a series of bilateral deals,
with the percentage believing this consistent over the lost three years

More respondents than ever before now believe they are at a disadvantage due to the lock of o
region-to-region FTA [69% in 2023, compared to 61X in 2022). We asked our respondents again
about their preferences for what should be proritised in any potential negotiation for a region-to-
region FTA between the EU aond ASEAN. There were significant differences this year 1o previous
years, Previously the removal of fariffs was the areo of highest importance. However, for 20023 this
hos been replaced by the removal of markets access restrictions. Removing nen-tariff barriers to
trade remains second place,

Given the possibility that o region-to-region FTA might be too difficult to negotiate at present, we
asked for views on whether the EUl should seek to negotiate a region-to-region Investment
Protection Agreement first, There wos o marked increased in the number of respondents indicating
a preference for this, at 80% for 2023 compared to &1% for 2022,

We also asked respondents again this year for their order of preference for further EU FTA
negotiations with the region. In terms of biloteral negotiotions, Thailond again fopped the
preferance hst, with Malaysia and the Philippines close behind.



SHOULD THE EU ACCELERATE TRADE DEALS WITH ASEAN?
(2021 - 2023)

995 a7% 8%
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SHOULD THE EU PURSUE A DEEP AND COMPREHENSIVE
REGION-TO-REGION FTA WITH ASEAN NOW'?

(2021 - 2023)
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LT
26%
18%
1% 15% 1F%

I : l I
Yes, the EU should pursue a region- Mo, the EU should wait for bilateral Mt sura

te-region FTA now FTAS to be concduded,
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WOULD AN EU-ASEAN REGION-TO-REGION TRADE DEAL DELIVER MORE ADVANTAGES
THAM A SERIES OF BILATERAL DEALS?
(2021 - 2023)
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DOES THE LACK OF AN EU-ASEAN REGION-TO-REGION DEAL PUT EUROPEAN BUSINESSES
AT A COMPETITIVE DISADVANTAGE IN THE REGION?
(2021 - 2023)
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IMPORTAMNCE OF VARIOUS ASPECTS OF A POTENTIAL REGION-TO-REGION FTA

i Bermrral of market soreid feskrihions
{Mbost Insporant] [ restriciions on J ivirideation meteorks)]
Remasval il non- il bharriers for ponds B beees the EU and ASEAN
r [ ther bilateral partner]
1 Hemoval of Tarsls
Hemirval of ewnership and control restrictions
+ [, ity aHcrwsd Do orwd s 1o TP of Basinges
5 Miitsiil Fecegdniltian of ikinda s o Bifmanisation of Wanilands
Hemaval ol ssn-taril barriers for servicoes between Ehe il amd ASEAN
1] [ thae Diilateral parcier)
T Enlorceable vwesiment proteceinn noles
H [ipnh Prermimes! procurrsent proce s
Ll Inteliciual Pregerty proteceion and enforosment
i Envirnnmertal peatociion
Clereer aligriment on cusioms procedune (incladang implemengation of WTO Trade
11 Faclliaibes Apreement )
12 Comipetithon la
13 Protecrion agaiese discri minaiory (e regimes
14
[Least impariant Labour Rights

GIVEN THAT REGION-TO-REGION FTA IS5 LIKELY TO BE TOO DIFFICULT TO NEGOTIATE NOW,
SHOULD THE EU PURSUE AN INVESTMENT PROTECTION AGREEMENT WITH ASEAN FIRST?
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AREAS WHERE THE EU CAN HAVE THE MOST INFLUENCE ON ASEAN

Area of Influence

1 Sustainability

2z Trade & Investment

3 Digital Economy

4 Human Development

5 Infrastructure Development

Mixed views from European Industry on o range of EU policy initiatives and their
potential impact on EU-ASEAN relations

With the Evropean Union developing more extra-territorial policies and regulations on a range of
issues, particularly ones linked to sustainability, we osked our respondents for views on varnous
aspects of those policies ond areas of infleence that the EU might have over ASEAN and the
region’s ongoing economic development, Thera wera mixed views in terms of the responses.

When we asked respondents in which oregs they felt that the EU could have maost influence over
ASEAM, Sustainability and Trade and Invesiment come out as the fwo areas by some distance,

There was a disappointingly low level of awareness about the EU's Global Gateway initiative
amaongst our respondents, despite the EU announcing ot the ASEAM-EU Commemorative Summit in
December 2022 that some €10 billion would be made available to support connactivity, sustainablbe
infrastructure development and climate actien inifiotives for the region. Only 30% of respondents
said that they hod heard of the Global Gateway. Only arcund half of respondents thought the
Global Gateway would hove o positive impact on their business operations in ASEARN,



ARE YOU AWARE OF THE EU'5 GLOBAL GATEWAY STRATEGY, AND THE 10 BILLION EUROS
THAT HAVE BEENM SET ASIDE TO ACCELERATE INFRASTRUCTURE INVESTMENTS AND
SUPPORT CLIMATE ACTION IN ASEAN COUNTRIES?

BYe: ENa

WILL THE GLOBAL GATEWAY BENEFIT YOUR BUSINESS?
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Concerns on the European Green Deal and its impact on ASEAMN and Euvropean Business
interests in the region are lower than in 2022

There is more positivity this year than last year on the impact of the Evropean Green Deal on ASEAN
and the regions own approach to sustainability issues. Those reporting thot it would be positive
(either slightly or very much] was the same as in 2022 ot 74% but those believing there would o
negative impact has fallen to almaost zero.

In terms of future requirements fo report cerfain information arcund enviconmental and social ssues,
the views from our respondents was thot the impact of the Green Deal would be positive

Oin the EU's Carbon Border Adjustment Mechanism, the maojarity of our respondents (57%) felt that
the policy would not have detrimental impact on EL-ASEAN Relations. Owverall, slightly less than half

of our respondents felt that the full range of the EU's sustainability initiatives would have o positive
impact on the region (47%].

WHAT KIND OF IMPACT WILL THE EU'S POLICIES ON SUSTAINABILITY ISSUES
HAVE ON ASEAN?

3%

4T

® Positive = Negative = Neutral



WILL THE CARBON BORDER ADJUSTMENT MECHANISM (CBAM) HAVE DETRIMENTAL
IMPACT ON EU-ASEAN RELATIONS?

A3%
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mYes BMNo

WILL THE GLOBAL GATEWAY BENEFIT YOUR BUSINESS?
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IMPACT OF GREEN TEAM EUROPE INITIATIVE ON ASEAN'S APPROACH TO SUSTAINABILITY

AMND CLIMATE ACTION
significantly NEGATIVE 0%
slightly NEGATIVE I 1%
Mo thange 3%

SiEnificantly POSITIVE

IMPACT OF EU GREEN DEAL POLICIES ON REPORTING OF SOCIAL AND
ENVIRONMENTAL INFORMATION
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siight NEGATIVE impact [ 7=

significant NEGATIVE impact ] 2%

3

Mo change

Slight POSITIVE impact

A0%

Significant POSITIVE impact

15%
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SUSTAINABILITY IN ASEAN

Improved perception from European businesses on ASEAN's seriousness on tackling
sustainability issues compared to 2022, but still room for significant improvement.

Given the rise in importance in recent years of sustainability issues across the world (ond we at the
Council look at Sustainability in its broadest sense, not just climate action and the emironment], we
howve again decided to seek the view of respondents on o range of Lu51c:int;|-|:||li1',r linked issues.

We first asked how serious respondents felt each ASEAMN Member State wos about meeting their
sustainability goals, as seen through their policies and actions. The view this year shows o marked
improvement over the views of our respondents in 2022, with o mojority of respondents af the
aggregated regonal level now feeling that ASEAN is serious about meeting sustainability goals
(57% for 2023 compared to 43% for 2022)

At o country level, Singopore fares by far the best, with 97% of respondents feeling that the Island
State is taking achieving sustainability goals seriously. ll of the other major ASEAN markets alio see
a majority of respondents feeling the same, save for the Philippines where slightly less than half felt
that the country was senious in its sustainakbility intenfions

When it comes to whether the sustoinability goals across the region are ambitious enough the
responses for 2023 bear o remarkable resemblonce to those from 2022, with only o marginal
improvement in views for the region as o whole (48X saying "yes” in 2023 compared to 45% in
2022). Singapore again leads the way with more than three-guarters of respondents feeling that
the country’s sustainability goals are ambitious encugh. Thailand shows a significant improvement
owver 2022, with more than half of respondents believing the Kingdom's goals are sufficient,

When we asked cur respondents fo grade ASEAN on o scale of 1 to 10 on how the region was doing
an tackling climate change (where 10 is “very well®), the grading this year saw o drop from 4.18 in
2022 10 3.8 for 2023



DO YOU THINK THE ASEAN MEMBER STATE YOUR BUSINESS OPERATES IN ARE SERIOUS

ABOUT MEETING THEIR SUSTAINABILITY GOALS?
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DO YOU THINK ASEAN |5 SERIOUS ABOUT MEETING ITS SUSTAINABILITY GOALS?
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ARE THE SUSTAINABILITY GOALS OF THE ASEAN MEMBER STATE
YOUR BUSINESS OPERATES IN AMBITIOUS ENOUGH?

L
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DO YOU THINK ASEAN'S SUSTAINABILITY GOALS ARE AMBITIOUS ENOUGH?
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L85
I HE%
2023 20023
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HOW WELL IS ASEAN TACKLING CLIMATE CHANGE?
(SCALE OF 1 TO 10 WHERE 10 IS "VERY WELL")

3.8

|

000 000 00 0
0 1 z 3 4 2 & ) ] 9 10

European industry sees a clear need for ASEAN to improve its record on tackling climate change
issues within the region. ASEAN's score on how well it is tackiing climate change falls this year
compared to 2022 (4.18)
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SHOULD THERE BE AM ASEAN-WIDE HARMONMISED APPROACH TO
ESG REPORTING STANDARDS?

BYeEs BMNO

HOW MUCH WOULD YOUR BUSINESS BEMEFIT FROM A HARMONISED APPROACH TO ESG?
(SCALE OF 1 TO 10 WHERE 10 15 "A LOT")

5.9
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Evropean businesses want a harmenised appreach by ASEAN towards ESG reporting.

With businesses increasingly being osked 1o publish Environmental, Social and Governance
information alengside their annual reports, and with some govermnments and regulators looking ot
mandating such requirements, we asked our respondents for their views on such requirements in
ASEAM. An overwhelming majority of respondents, more than eight in ten, want to see a harmonised
approach 1o such reporfing requirements across the region When asked on a scale of 1 1o 10
whether o harmonised approach would benefit their business, cur respondents gave a score of 5.9



15 ASEAN DOING ENOUGH TO GREEN SUPPLY CHAIMNS?

BYes 0 Yes, but could be improved B No

Significant concerns from European Business remain on whether ASEAN is doing encugh
to green supply chains and drive a circular economy forward. But ASEAN Taxonomy for
sustainable finance is welcomed.

The need to green supply chains remain a key requirement for governments and businesses alike.
Corporates evernywhere are coming under increosing pressure from regulotors, consumers,
shareholders and investors to ensure that every part of their business is as "green” as possible. This
reguirement will increasingly colour their future investment decisions. ASEAMN has ambitions fo
aftroct a greater share of global supply chains, but is it doing encugh to green supply chains in the
regian? For the second vear running we have posed this question 1o our respondents. The response
is rather shocking, with ZERO respondents believing that ASEAN is doing encugh to green supply
chains (down from 3% in 2022). More than seven out of ten respondents soid thot ASEAN wos not
doing enough, vp from 52 in 2022
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WILL THE ASEAN TAXONOMY ON SUSTAIMABLE FINAMCE BE HELPFUL IN
DRIVING FINAMNCE TO SUSTAINABILITY INITIATIVES IN THE REGION?
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SHOULD THERE BE A SINGLE, ENFORCEABLE TAXONOMY FOR ASEAN?

s Yoy m Mo

Positive views on the ASEAN Taxonomy for Sustainable Finance maintained.

With the publication of version 2 of the ASEAN Taxonomy for Sustainable Finance earlier this year,
we asked our respondents again for their views on the Taxonomy and on how helpful it would be for
driving more finonce to sustainable projects in the region. The views this year weng aven mone
positive than in 2022, with more than three-guarters of respondents believing the Taxonomy would
be helpful fo varving degrees, compared to 54% in 2022, Two-thirds of respondents also fell that
there shovld be single, enforceable Taxonomy for the region, rather than Member Stotes of ASEAN
developing their own Taxonomies in addition to the ASEAN-wide ane.



GOVERNMENT CONSULTATION & COMPETITION
ISSUES

slight decrease in perceived unfair competitive practices. Consultation from ASEAN
Governments holds steady, while there is an increase in perceived engagement from the
EL.

As with previous years, we asked our respondents about their perceptions on unfair competition, The
numbers. saving that they frequently or occasionally foced vnfair competitive practices has
marginally decreased to 34% from 38% in 2022 When we looked ot the data for individual ASEAN
Member States the highest incidences of facing unfair competitive practices were found in Vietnam
and Indonesio. Amongst the mojor ASEAN maorkets, Singopore hod the lowest reports of unfair
competitive proctices

PERCEPTION OF EUROPEAN BUSINESSES FACING UNFAIR PRACTICES IN ASEAN
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PERCEPTION OF EUROPEAN BUSINESSES FACING UNFAIR PRACTICES IN ASEAN
(2021 - 2023)
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FREQUENCY OF CONSULTATION BY ASEAN GOVERNMENTS
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FREQUENCY OF CONSULTATION BY ASEAN GOVERNMENTS

(2021 - 2023)
S0%
A5% 4%
A
JEN 35%
15% 1%
0%
25% 4%
T5% 2%
20%

IO 17%
15%

i r

rl.._;_

Sometimes RarelyfMever Mot Sure

BI023 2022 a0l

There are mixed results when we asked respondents about their perception of levels of consultation
from ASEAMN Governments. Those saying they were often consulted has fallen dramatically from 17%
in 2022 to only 2% in 2023. This is countered to o degree but an increase in those reporting that
they are sometimes consulted (43% in 2023 compared to 35% the year before). When “often” and
"sometimes” are combined there is o fall in the level of consultation. Maloysio and Singopore
again both score best for consultation.



PERCEPTION OF SUFFICIENT EU ENGAGEMENT WITH
EUROPEAMN BUSINESS INTERESTS IN ASEAN
(2021 - 2023)
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FREQUENCY OF CONSULTATION BY EU DELEGATIONS
(2021 - 2023)
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When it comes to engagement from the EU with European businesses in ASEAN, and consultation
from the various EU Delegations in the region the view point of our respondents is very simitar to
2022, The proportion of respondents saying that there is sufficient engagement is effectively flat
(30% vs 31%), though still low overall. There is o marginal increase in the number of respondents
saying they are often or sometimes consulied by the EU Delegations, up from 31% in 2022 to 39% in
2023,



CONCLUSION & IMPLICATIONS FOR ACTION

European businesses continue to see ASEAN as a region of great opportunity, indeed
again the region with the best prospects over the next five years. But there is continued
doubt about ASEAN's own regional integrotion agenda and continved concerns about
non-tariff barriers to trade. Whilst sentiment about ASEAN's approach on sustainability
issues has improved to a degree, there are still concerns particularly on the approach to
the greening of supply chains.. In addition, European businesses still want more support
from the Evropean Commission, and quicker action on trade deals with ASEAN,

Evropean businesses agoin see ASEAN os the region with the best economic oppertunity, and
enthusiasm to grow operations in ASEAN remains strong. That is the good news for ASEAN. The less
good news though is that Survey confinues to show that European businesses do not believe that the
ASEAN Economic Community is making sufficient progress, and that they see too many barriers to
the efficient use of supply chains, with o continuing perception that NTEs are not decreasing, wiilst
thare is insufficient action being taken to green supply chains. This reiterates a message that has
flowed through successive iterations of this Survey: ASEAN is a great place to do business, but it
could be significantly better if only there was more progress on regional integration and the
removal of barriers to trade. Additionally, faster oction on sustainability issues would anly serve 1o
ingcrease the ottractiveness of the region ot o time when competition for investment funds is
NG REaSInGg

As for trade deals between the EU and ASEAM, the message is again crystal clecr. European
businesses are disodvantoged compared to their peers from other key frading paorfners of
ASEAM due to the lack of sufficient FTAs Businesses want to see more action, accelerated
negotfiations. Ideally ond region-to-region FTA, but given the likely difficulty in achieving that, a
recommencement of negotiations with Thailand {thankfully on the cards already) and with Malaysia
and the Philippines.
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ANNEX: RESPONDENT'S PROFILE AND METHODOLOGY

Survey respondents submitted their responses
gither through on-ling links from newsletiers
and/or websitesfrom the EU-ASEAN Business
Council ond  the respective European
Chaombers of Commerce in eoch ASEAM
country, or vio e-mail contoct from those
arganisations from April 2023 to June 2023, In
fotal, 59% responses were recorded. All
responses were made confidentially ond
online, Using a similar methodology in 2022,
as7 responses were recorded

The survey results represent the business
sentiment of respondents ond ore  not
intfended to be a reflection on actual
business  situohions or a commentary on
specific current  policies or  government
activities, While the oggregated responses ot
a regienal level are statishcolly significant,
the responses on a country [/ industry-level
are presenfed only for the interest of readers,

For certain gquestions, sample sizes ot
country/industry-level are limited, and results
should  therefore be read with caution,
Differences in results ot o country/industry-
level should not ohways be reod os
statistically  significant,  The number of
respondents also vary for each question os
respondents do not necessorily complete all
questions in the Survey,

This year, like in 2022, we have revised our
methodology to provide a greater degree af
granulanty, For companies with aperatinm in
multiple lecations, e howe osked
respondents to respond separately for each
countryin which they operate in Cin other
questions calling far a region-wide response,
each respondent would only gwe one
response, even if they hove opergfions n
multiple  locaotions, This 15 the some
methodology os used for 2022,
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RESPOMDENT BREAKDOWRN BY RESPONSE LOCATION
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RESPONDENT BREAKDOWN BY BUSINESS OPERATIONS IN ASEAN
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ABOUT THE EU-ASEAN BUSINESS COUNCIL

e WHO WE ARE

The poly officially recognised pan-ASEAN Evropean business body

Official consultation partner of ASEAN and the European Commission

Accredited ASEAM Entity under Annex 2 of the ASEAN Charter

A membership driven advocacy body - working for the liberalisation of the trode and
investmeant climate in ASEAN and between ASEAN and Europe

e WHAT WE DO

* Advocaote for the removal of barriers fo trode and business on behalf of Ewopean industry
across multiple sectors

* Advance the interests of Evropean businesses in ASEAN with bofh the authorities in Europe and
in the ASEAN Member States

» Act on behalf of our Members to ossist them in their most pressing business needs in ASEAN

* Act as the leod consultative body for Evropean Business with both ASEAN and the European
Commission on business ond industry matters in Southeast Asia

-7  HOW WE DELIVER

» High-level Ministerial meetings in ASEAN (Finonce Ministers, Trade Ministers etc.) and Europe
(Commissioners)

+ Working-level discussions with Senior Officials in both regions - at the European Commission,
ASEAN Secretanat and ASEAN Member States

+ HRegular Mission Tnips to ASEAN Member States where we meet Ministers and Senior Officials

* Publication of Posifion Papers to help focus the debaote and discussion, on both sector and cross
sector issues

* Regular medio engagement to highlight issues of key concern

* Regqular delivery of information and updates fo our Members

ASEAN Senior Economic Officials ASEAN-EU Business Summits
ASEAMN Working Groups Meeting & Seminar Programmes
ASEAN Secretariat Woerking Level Discussions
ASEAMN Ministers Provide feedback fo regulators
EU Delegations Advocacy Groups
Senior Officials Consultations
EvroChams Webinars

SEminars




BDO
IN ASEAN

BDO has a strong presence in ASEAN. BDO in ASEAN provides services covering the
full breadth and depth of Audit & Assurance, Advisory, Tax and Business Services &
Outsourcing to our clients, With a well-qualified team of more than 2,000 staff led by
over 100 Partmers across ASEAM, we are able to meet our clients’ needs and provide
searnless delivery of services across the region.

AUDIT & ASSURANCE | ADVISORY
TAX | BUSINESS SERVICES & OUTSOURCING

www.bdo.global

IBDO




