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Introduction

Amid global efforts to “de-risk” critical mineral (CM) supply chains and reduce dependencies
on China, Southeast Asia is rapidly emerging as a key partner. From an Australia-Korea joint
venture on rare earth magnet production in Malaysia, to US technical assistance in developing
the Philippines’ CM sector, and support for Indonesia’s electric vehicle (EV) ambitions in the
Canada-Indonesia Comprehensive Economic Partnership Agreement, the region is playing an
increasingly significant role.

Asimportant suppliers and growing consumers of CM, members of the Association of Southeast
Asian Nations (ASEAN) share an interest in resilient and secure CM supply. In October 2025,
ASEAN adopted a long-term Minerals Development Vision aiming to position Southeast Asia
as a "leading destination for minerals investment, including in critical minerals” by 2045. While
ASEAN has stepped up efforts to position itself as a strategic actor in this space in recent
years, the lack of alignment among its members as well as hardening geopolitics and growing
sustainability concerns pose significant hurdles to realising the grouping’'s ambitious vision.



The Association of Southeast Asian Nations (ASEAN) has increasingly come
to view minerals not only as a development opportunity but also as strategic

assets, particularly in light of the role of critical minerals in the twin digital and
energy transitions.

Significant challenges continue to constrain ASEAN’s ambitions to become an
important stakeholder in global supply and value chains.

The growing bifurcation of global supply chains is testing Southeast Asia’s
longstanding policy of non-alignment.

Limited alignment and regulatory fragmentation within ASEAN undermine the
implementation of regional goals and deter much-needed investment.

International expectations regarding social and environmental sustainability
pose a significant threat to the region’s future competitiveness.

Southeast Asia’s role in global critical
mineral supply chains

Global demand for CM is expected to rise
sharply as countries accelerate their energy
and digital transitions. In the current policy
setting, demand for lithium alone is projected
to increase fivefold by 2040, while demand for
graphite and nickel is set to double.' These twin
transitions—energy and digital—and the geo-
economic dynamics driving them are highly
relevant to Southeast Asia, a region home to
diverse and substantial CM resources (Box 1).
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Source: USGS via AMCAP-IV 2026-2030 (2025)2

Rising global demand for CM resources presents significant economic opportunities for
Southeast Asia. Two-way minerals trade (within ASEAN and with external partners) grew by 9
per centin 2018 compared to the previous year, valued at almost US$250 billion and accounting
for 8.9 per cent of ASEAN's total trade.® However, the region’s stake in these resources is not
limited to their export value. Countries in the region are increasingly leveraging their abundant
resources to move up the global value chain and capture economic benefits of growing global
demand for mineral resources.

Given limited resources to subsidise the sector, mineral-rich
ASEAN countries have instead turned to industrial policies
like export bans, local content requirements and investment
incentives tied to in-country processing and manufacturing.*

At the same time, ASEAN is becoming a growing consumer of these resources. Southeast
Asia is projected to become the world’s fourth-largest economy by 2040 and is on track to
account for 25 per cent of global energy demand within the next decade. Renewable energy
will be central to meeting this growing demand while achieving emission reduction targets.®
Against this backdrop, the region is set to become a growing consumer of these minerals,
relying on secure supply to support domestic industries. Vietnam and Malaysia, for instance,
have rapidly scaled up solar panel production—growing from 32 MW to 1,787 MW and 5 MW
to 16,660 MW, respectively, between 2011 and 2021.° Thailand, the region’s largest automotive
producer, has successfully entered the EV sector, while other countries are actively developing
integrated EV supply chains.



ASEAN cooperation in critical minerals

Recognizing their shared strategic interests and complementary resource strengths,
Southeast Asian countries have turned to ASEAN as a platform for collaboration on CM,
aiming to strengthen regional supply chains, align policies, and enhance their collective global
competitiveness. Initial ASEAN cooperation on minerals was primarily approached through
the lens of economic development, given the considerable economic potential of the sector.
Member states came together as early as 2005 to coordinate their approaches and have
consolidated their cooperation through a series of ASEAN Minerals Cooperation Action
Plans (AMCAP).

In October 2025, the ASEAN Ministerial Meeting on Minerals (AMMin) adopted two new
frameworks to guide the implementation of regional cooperation plans. The ASEAN Minerals
Cooperation Action Plan (AMCAP-1V) 2026-2030 outlines action items across four program
areas: trade and investment, sustainable CM development, capacity-building, and establishing
an ASEAN Minerals Information Database. It also sets out to implement a new monitoring and
evaluation system to measure the impact and outcomes of ASEAN activities.” AMCAP-IV aims
to support the long-term ASEAN Minerals Development Vision (AMDV), which envisions ASEAN
as “a leading destination for minerals investment, including in critical minerals” by 2045.2

Over the past few years, ASEAN has increasingly come to view minerals not only as a
development opportunity but also as strategic assets, particularly in light of the role CMs
play in the twin digital and energy transitions.’

This recognition has spurred initiatives such as plans for a regional EV ecosystem and has
been formalised in the most recent ASEAN frameworks. For example, the ASEAN Economic
Community (AEC) Strategic Plan 2026-2030 identifies technological transformation
and climate change impacts as “megatrends” that will shape ASEAN's future economic
integration.”” “Embracing digital transformation and decarbonisation” is also included as one
of the foundational principles of the AMDV."

FIGURE 1: Summary of the ASEAN Minerals Development Vision (AMDV)
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Ongoing challenges to realising ASEAN's strategic role

While ASEAN has established extensive frameworks to support regional cooperation on
CM, significant hurdles remain in implementing these plans. A lack of strategic alignment
among member states, intensifying geopolitical competition, and rising expectations around
environmental, social and governance (ESG) standards in mining operations all threaten to
undermine ASEAN's ambitions.

GEOPOLITICAL COMPETITION AND STRATEGIC AUTONOMY

ASEAN's role in global mineral supply chains remains heavily skewed toward the export of
unprocessed or minimally processed materials. The dominance of external actors, most
prominently China, is limiting the region’s ability to act autonomously and exposes them to
geopolitical trends shaping CM markets, most notably hardening US-China competition.”

FIGURE 2: Refining and smelting of selected metals as share of global outputs
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Beijing has been a critical supporter of Southeast Asia’s minerals sector through substantial
investments to Southeast Asia since the early 2000s. Under its Belt and Road Initiative,
Beijing provided approximately US$3 billion for renewable-energy projects in Southeast Asia
from 2019-23 alone.” China is also a pivotal market for Southeast Asia mineral’s exports and
continues to dominate higher-value processing activities. In 2022, for example, over 95 per
cent of nickel exports (both ore and refined) from Indonesia and the Philippines were directed
to China. Similarly, Myanmar exported nearly all of its manganese, rare earth elements (REEs),
and tin ores to China.’®

Amid growing protectionism against China in the US, Europe,
and elsewhere, these dependencies significantly constrain
the region’s ability to engage in global value chains.

For example, the United States’ Inflation Reduction Act (IRA) mandates that at least 40 per
cent of EV battery content originate from the US or a free trade agreement (FTA) partner to
qualify for tax incentives. The Act also excludes materials processed by “foreign entities of
concern,” such as China, from eligibility. This could severely impact Southeast Asia’s emerging
EV sector, as none of the ASEAN Member States (except Singapore) currently have FTAs with
the US and would need to negotiate separate agreements.” While President Trump has since
rolled back tax breaks provided by the IRA, similar trade restrictions are likely to emerge in
the future.

More broadly, the growing bifurcation of CM supply chains
undermines the region’s traditional commitment to strategic
autonomy and is carefully balancing its relationships with
both China and the US.™

While new multilateral arrangements offer opportunities for ASEAN to diversify its supply
chains, initiatives like the Minerals Security Partnership (MSP) or more recent Quad critical
minerals initiative between the US, Australia, India and Japan, are seen by the region as part
of a broader containment strategy, posing a significant threat to its nonaligned stance.” This
is compounded by the fact that no regional country or international partner can currently
match the scope of China’s investments or processing capacities. Alienating China could
thus impose additional costs for developing economies in the region.?®

Uncertainty over the US trade policy under President Donald Trump only adds to this
complexity. Next to the imposition of tariffs, which impact most of the region due to a large
trade surplus with the US, Trump’s rollback of climate change commitments also impacted
cooperation on CM and clean energy and raised doubts about Western-led funding schemes
like the G7 Partnership for Global Infrastructure and Investment.”

LACK OF REGIONAL STRATEGIC ALIGNMENT

Another major challenge to deeper cooperation on CMs within ASEAN is the lack of strategic
alignment and significant fragmentation in policy and regulatory frameworks. While ASEAN
has developed a robust institutional framework, the implementation of these plans has been
limited. ASEAN member states differ considerably in their stages of development, and this
diversity is reflected in the CM sector, where countries vary widely in economic structures,
resource endowments, and industrial development goals. For instance, Indonesia has a
mining-intensive economy, while countries like Cambodia are minor mineral producers, and
others, such as Brunei, lack significant CM reserves altogether.

As member states have continued to pursue policies to
support national-level interests, meaningful policy alignment
has been largely absent.
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Indonesia’s 2020 nickel export ban has arguably been the most prominent national policy
to shift its domestic industry up the value chain and has since been followed by other
countries. The Philippines, which became China’s top nickel ore supplier after Indonesia’s
ban, considered its own restrictions to incentivize downstream processing and align with
its National EV Roadmap - though it rescinded the plan due to industry pushback. Malaysia
implemented a moratorium on REE exports in December 2023 to boost domestic processing
and manufacturing toward its aspiration of a ‘mine to magnet’ ecosystem.??

)% M Indonesia’s nickel ban

Indonesia began experimenting with export bans as early as 2002. Under the leadership
of President Joko Widodo (2014-2024), the country restricted the export of nickel ore
from 2014 with the aim of building refining infrastructure, creating jobs, and encouraging
foreign investment in domestic processing facilities. After an initial relaxation in 2017,
the ban was reinstated in 2020 to encourage investment in Indonesia’s downstream
manufacturing industry. Today, the country produces nearly half the world’s refined
nickel and two-thirds of its mined nickel. In 2023, its exports of processed nickel
amounted to US$22 billion, or 9 per cent of total exports.?

Indonesia’s transformation in the nickel sector has been driven by an influx of Chinese
capital and Chinese-owned companies, which provided investments to build the
necessary infrastructure for nickel processing, such as coal-fired smelters, as well as set
up strategic projects such as the Morowali Industrial Park.

This engagement has not come without costs. Indonesia’s nickel export ban has
deepened the country’s dependence on China. Although Indonesia is now the world's
leading hub for nickel refining, around 75 per cent of its refining operations are
controlled by Chinese companies or shareholders.?* This dominance has contributed

to a supply-demand imbalance, allowing Chinese firms to monopolize demand and
pressure domestic miners to sell at prices below market rates. As a result, some
Indonesian companies have cut corners on environmental and safety standards.
Alongside concerns over labour practices and social impacts on local communities, this
environment has made it increasingly difficult for non-Chinese investors to compete.?®
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This also extends to international partnerships, which have been primarily taking place at the
bilateral rather than regional level and have, at times, fostered competition rather than regional
cooperation. For example, following Indonesia’s success in attracting Chinese investment into
its nickel sector, the Philippines proposed the idea of a “China-free” nickel supply chain to
court Western partners.?

This divergence limits ASEAN’s collective credibility in global markets for foreign investors.”
Despite its rich resource base, investment in the region’s mining sector—particularly in early-
stage exploration—has seen a persistent and troubling decline. In 2020, Southeast Asia
attracted only about US$200 million in exploration expenditure, representing just 2.4 per
cent of the global total of US$8.3 billion.?® This trend is largely driven by investor concerns
over policy uncertainty, fragmented regulatory frameworks, and governance challenges.
As one ASEAN study noted, “there is a fundamental need for ASEAN member states to be
demonstrably welcoming of minerals investment at all stages of the value chain”.?®

However, ongoing differences in permitting and legal
frameworks, as well as ESG standards, perpetuate concerns
over the long-term stability of mining policy and regulation.



BALANCING GLOBAL DEMAND AND SUSTAINABLE MINERALS DEVELOPMENT

ASEAN has identified responsible minerals development and governance as one of two pillars
of its long-term vision.

How the region balances competing priorities of supply
security, affordability, and sustainability will have profound
implications for Southeast Asia’s efforts to move up the
global value chain.

The region’s growing role in global supply chains is shadowed by a history of struggling with
corruption, political instability, and lack of transparency in the resources sector, raising serious
concerns about the long-term sustainability of resource development.*® A stark example is
Myanmar, where rare earth mining surged after the military’s 2021 coup and ensuing civil
conflict. This unregulated growth has fuelled the war economy, generated toxic pollution, and
triggered environmental damage across borders, with toxic runoff reportedly contaminating
parts of the Mekong River and its tributaries.*

Such sustainability concerns have been a deterrent of investment in Southeast Asia’s
minerals sector. For example, German chemical giant BASF and French mining company
Eramet withdrew from a planned US$2.6 billion nickel-cobalt refining complex in Weda Bay,
Indonesia, citing such concerns.?? They also have important implications for the region’s future
competitiveness as major economies are actively shaping international standards, leveraging
regulatory power to influence sourcing practices and industrial policy. Benchmarks imposed
by new regulations such as the EU’s Battery Regulation to govern the life cycle of batteries,
or Carbon Border Adjustment Mechanism, which makes high-emissions imports more costly,
may constrain the industrial strategies of resource-rich ASEAN countries through de facto
trade barriers like import restriction or ESG conditionalities.*

As part of the ASEAN-Australia Comprehensive Strategic Partnership, Australia pledged to
support the implementation of the ASEAN Minerals Cooperation Action Plan and help position
ASEAN as a major global exporter of critical minerals and metals in 2025.34 Australia is already
working with Southeast Asian countries in mining equipment, technology and services (METS),
as well as in capacity-building initiatives that promote sustainable mining practices. As the
region is looking to enhance local downstream industries and value-addition, this partnership
will only grow in importance. To effectively support the implementation of ASEAN frameworks,
however, Canberra should also prioritise helping ASEAN strengthen its institutional capacity
to better align national and regional priorities, and to promote inclusive and cooperative
approaches to navigating great-power dynamics.
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