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Over

US $50 billion
has been invested by hyperscalers such 

Singapore alone hosts more than

60
AI CoEs, including those of Alibaba
Cloud (China), IBM, NVIDIA, and Oracle (US)

AWS has committed an additional 

US $9 billion
investment in Singapore by 2028 and 

Google announced a

US $2 billion
data center and Google Cloud region in 
Malaysia in 2024 

Alibaba Cloud opened its third data center 
in Malaysia in

July 2025

Tencent Cloud (China) has operated a data 
center in Jakarta since

2021

Companies 
compete
across the region. In e-commerce, 
YouTube and Singapore’s Shopee 
collaborate on YouTube Shopping in 
Indonesia, while Temu expands from 
Malaysia and the Philippines into Thailand

Microsoft is investing

US $2.2 billion
in cloud and AI services in Malaysia

Southeast Asia is the world’s AI arena

Southeast Asia is the new arena for cloud and AI innovation. With billions invested by Chinese and US tech giants, the 
region is becoming a hub for hyperscale infrastructure, AI centers of excellence (CoEs), and next-gen commerce.

From Singapore’s 60+ AI CoEs to multibillion-dollar cloud expansions in Malaysia and Thailand, East meets West to 
power growth, flexibility, and resilience for enterprises.

AI adoption in Southeast Asia is at an inflection point—moving rapidly from exploration to deployment. With strong 
digital foundations, tech-savvy enterprises, and a young, connected population, the region’s major economies are 
accelerating toward global competitiveness.

AI in Southeast Asia: 
An era of opportunity

AI ambitions grow, while barriers to value capture remain

Despite strong executive intent and rising investment, many Southeast Asian companies continue to face structural 
barriers that prevent AI initiatives from scaling and delivering measurable impact. Talent shortages, unclear ROI, and 
integration complexity are the biggest challenges.
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2 AI adoption in Southeast Asia shows stronger momentum than the
global average

Nearly half of Southeast Asian companies have moved beyond AI pilots, placing the region just ahead of the global 
average. A young, mobile-first population and competitive talent costs are fueling widespread enterprise AI use.

Adoption of AI across regions,1
% of respondents

Global

United States

Southeast Asia

Asia—Pacific
(excl China, India)

XX

Fully scaled Scaling Piloting Experimenting No use at all

6 29 28 30 6

13 38 24 20 4

8 38 35 19

2 31 22 30 14

Note: Figures may not sum to 100%, because of rounding.
1Number of respondents globally = 2,084; United States = 701; Southeast Asia = 330; Asia–Pacific (excl China, India) = 187. Southeast Asia figures are based on 
composite-weighted adoption rates, where within-country results are first weighted by enterprise size and economic contribution, then aggregated across 
countries using GDP shares. The sample covers 6 economies—Indonesia, Malaysia, the Philippines, Singapore, Thailand, and Vietnam—representing the more 
digitally advanced end of the region’s enterprise landscape. Fully scaled means the technology has been fully deployed and integrated across the organization; 
scaling means growing the deployment or use of the technology across the organization; piloting means implementing the technology for a first use case in the 
business; experimenting means any use or early testing of the technology; and no use at all means the technology has not been used at all.
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as Amazon Web Services (AWS), Google,
and Microsoft in AI-ready data center and
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US $6 billion in Malaysia until 2038
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2 Collaboration across sectors can unlock Southeast Asia’s AI potential

Southeast Asia is at an AI crossroads—widespread adoption, rising investment, but untapped potential. To turn 
momentum into impact, the region must scale responsibly through collaboration and discipline. Governments, tech 
providers, enterprises, and training institutions can build trusted data flows, expand talent pipelines, and promote 
responsible AI. 

Together, these actions can unlock inclusive growth and position Southeast Asia as a global leader.

6

Agentic AI on the rise: Nine in ten organizations are ready to experiment

Agentic AI is gaining momentum in Southeast Asia—fast in tech, cautious in customer-facing roles. Nearly 90% of 
companies plan to experiment with AI agents in 2026, but scaling beyond technical functions hinges on custom
development and MLOps (machine learning operations) expertise.

2 How high-performing trailblazers unlock lasting value from AI

Experimenting isn’t enough—lasting AI value comes from building strong foundations. The leaders in AI adoption treat 
AI as core to business reinvention rather than a collection of pilots, redesign workflow to embed AI, formalize 
governance, and invest at a high magnitude and pace.

Three traits set high-performing organizations apart:

4

5

They redesign workflows They invest boldly in AI They embed strong AI governance

48%

High performers are twice as likely to
integrate AI fundamentally instead of
just layering it onto existing processes

High performers are more likely to
expect their organizations to use AI for
enterprise-wide transformative change

Nearly half of high performers’ senior
leaders demonstrate true ownership and
commitment to AI initiatives

55%

AI high
performers

All
others

29%
2×

22% 2.2×

AI high
performers

48%

All
others

Agentic AI adoption across business functions,1  % of respondents (n = 330)

Note: Figures may not sum to 100%, because of rounding.
1Southeast Asia figures are based on composite-weighted adoption rates, where within-country results are first weighted by enterprise size and economic 
contribution, then aggregated across countries using GDP shares. The sample covers 6 economies—Indonesia, Malaysia, the Philippines, Singapore, Thailand, and 
Vietnam—representing the more digitally advanced end of the region’s enterprise landscape. Fully scaled means the technology has been fully deployed and 
integrated across the organization; scaling means growing the deployment or use of the technology across the organization; piloting means implementing the 
technology for a first use case in the business; experimenting means any use or early testing of the technology; and no use at all means the technology has not 
been used at all.
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Artificial intelligence (AI) is transforming all 
aspects of life, offering the people of Southeast 
Asia everything from better health outcomes to 
smarter cities. Both countries and companies in 
the region recognize that Southeast Asia is on 
the cusp of a technological evolution that will 
ultimately change how business gets done and 
value is created.

As organizations enter the AI race in the region, 
governments need to balance the imperative 
of creating a fertile environment for investment 
and innovation with a growing need for policy 
frameworks that support the safe and ethical 
use of AI. The Association of Southeast Asian 
Nations (ASEAN) and individual countries have 
already made significant progress on both fronts 
by developing dedicated AI road maps and 
policy frameworks.

To understand the current state of AI in 
Southeast Asia, McKinsey collaborated with the 
Singapore Economic Development Board (EDB) 
and Tech in Asia to survey over 300 respondents 
(from companies reporting AI use) across 
countries, industries, and different company 
sizes (see sidebar “Research methodology”). We 
also interviewed business leaders to probe more 
deeply into how AI is being utilized, where it is 
adding value, and what challenges companies 
face in making the most of this transformational 
technology. These interviews reflect that that 
the region’s AI ecosystem is poised to enable 
organizations to adopt AI to achieve measurable 
business impact and sustained growth.

Research 
methodology 
We surveyed 330 respondents from 
companies reporting AI use, which were 
distributed across countries, industries, and 
company sizes: 

•	 Six countries: Indonesia, Malaysia, the 
Philippines, Singapore, Thailand, and 
Vietnam

•	 Ten industries: advanced industries; 
business; consumer goods and 
retail; energy and materials; financial 
services; health care; legal and 
professional services; media and 
telecommunications; pharmaceuticals 
and medical products; travel, logistics, 
and infrastructure (TLI); and technology

•	 Three company sizes, according to 
annual revenue: small companies with an 
annual revenue of under US $100 million, 
medium-size companies with annual 
revenue of US $100 million to US $250 
million, and large companies with an 
annual revenue of over US $250 million

AI in Southeast Asia: An era of opportunity      9



Our research found that AI use varies by country 
and company size. Southeast Asia’s use of 
AI and innovation largely aligns with global 
leaders (East Asia, the European Union, and 
the United States). When looking at global 
figures for AI usage, 88 percent of companies 
reported regular AI use in at least one business 
function in 2025, compared with 78 percent in 
2024. But at the enterprise level, the majority 
are still in the experimenting or piloting stages, 
with approximately one-third reporting that 
their companies have begun to scale their AI 
programs.1

The way AI is utilized is different across 
industries and business functions, and agentic 
AI use is largely nascent. Most companies use 
AI for efficiency and productivity, which opens 
opportunities for AI-driven innovation and value 
creation. With widespread enterprise enthusiasm 
for AI; a tech-savvy regional population ready to 
embrace new products, services, and solutions; 
and affordable, abundant land and energy to 
power data centers, Southeast Asia stands to 
reap the benefits offered by AI. 

Likewise, from companies’ perspectives, 
Southeast Asia is shaping up to be a diverse 
marketplace with multiple opportunities for both 
AI companies and companies looking to scale AI 
solutions and beyond. The region is in the unique 
position of attracting investments from both 
the East and West, with Chinese and US cloud 

providers bringing computing resources to the 
area, enabling greater flexibility and resilience, as 
well as creating healthy competition.

Yet, for Southeast Asia to reach its potential, 
a number of barriers to the accelerated use of 
AI needs to be addressed: talent shortages, 
inconsistencies in digital infrastructure 
development, and fragmented data, among 
others. Countries need to ensure that small 
and medium-size businesses, which are the 
backbone of the region’s economies, do not get 
left behind in the wake of big tech dominance. 
In addition, to reap the benefits of AI, companies 
must close the value gap between high 
investment and activity but limited measurable 
financial returns. 

In this report, we lay out how Southeast Asian 
countries and companies are entering the age of 
AI, look at the lessons that can be learned from 
high performers,  and offer suggestions for a 
way forward—actions that could sustain regional 
AI growth, address challenges hindering scale, 
and accelerate AI-driven value. With the report’s 
data on Southeast Asia’s AI maturity across six 
major regional economies, organizations can 
appreciate the broader market opportunity 
of 680 million consumers. We hope that the 
insights can assist Southeast Asian companies 
to shift from their current state of AI adoption 
to innovative and responsible use that benefits 
business, society, and the region at large.

AI in Southeast Asia: An era of opportunity      10
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Chapter 1: 
Southeast Asia’s AI 
moment: A region 
on the rise for AI 
opportunities
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Southeast Asia is a thriving region with a young 
and digitally savvy population, high mobile 
penetration, and robust growth in its countries’ 
economies, driven by micro, small, and medium-
size enterprises (MSMEs).

The number of companies in the region that 
are using AI is accelerating, albeit unevenly 
across markets and companies of different 
sizes. Many of the world’s hyperscalers and big 
tech companies are growing their investments 
in Southeast Asia, positioning it as a hub for 
data centers and AI centers of excellence 
(CoEs—specialized hubs or teams established 
by companies to concentrate expertise, best 
practices, and innovation in a particular area).

In terms of infrastructure, the Southeast 
Asia–Japan Cable 2 (SJC2), which went live 
mid-2025, is an important accelerant for tech 
growth and innovation in the region. The high-
speed, 10,500-kilometer subsea cable will boost 
the region’s connectivity, enhance network 
redundancy, and support the low-latency needs 
of AI and cloud computing.2

With a GDP of US $4.12 trillion in 2024 and 
forecast growth of approximately 4.1 percent 
annually, Southeast Asia remains one of the 
world’s most dynamic economies. Even amid 
global economic headwinds, the outlook is 
positive.3

Digital use is 
accelerating
Southeast Asia’s digital space is generally 
healthy, with the rate of AI use among companies 
accelerating. Tech hyperscalers are investing 
in the region, building data centers and CoEs. 
Despite this, not a lot of global capital is 
being injected into the AI start-up ecosystem 
in Southeast Asia, an issue that regional 
governments are starting to address.4 AI 
presents significant opportunities, but potentially 
uneven investment could bring challenges. 

With distinct cultures and requirements for 
localized context across Southeast Asia, there 
is a large, local ecosystem driven by MSMEs, 
which play a big role in the rise of AI in the 
region: Their contribution to the overall economy 
is between 97.2 to 99.9 percent; they contribute 

44.8 percent to GDP and represent 85.0 percent 
of the workforce.5 MSMEs are already driving 
rapid digital transformation in the region through 
platform enablers such as Grab and Sea. 
Digital platforms and targeted initiatives are 
empowering MSMEs to grow their businesses, 
access new markets, and increase their revenue. 
For example, Sea, which is based in Singapore, 
has worked with the Malaysian government 
on the Shop Malaysia Online program, which 
promotes over 280,000 local brands and sellers, 
providing them with a platform to reach a larger 
audience and boost their revenues.6

Group head of data and analytics at Grab, 
Nikhil Dwarakanath, shared: “We have several 
implementations that are running at scale, such 
as our merchant AI assistant, now rolled out 
to over 1.2 million merchants, and our driver AI 
copilot available in multiple countries. . . . AI is 
helping to improve top-line growth. For example, 
merchants using the merchant assistant have 
seen their business grow by about 10 percent.” 
(See sidebar “Key takeaways from an interview 
with Nikhil Dwarakanath, group head of data and 
analytics, Grab”).

Southeast Asia’s young citizens embrace 
technology. The region has a population of 
380 million under the age of 35, a figure that 
surpasses the entire population of the United 
States.7 Mobile penetration is high, with around 
930 million mobile connections (about one-and-
a-half times the population), reflecting mass 
use of smartphones.8 And Southeast Asians 
are comfortable with technology advances: 
Most people view AI products and services 
as overwhelmingly positive—70 percent of 
the population regard AI as a societal benefit, 
compared with 44 percent in Japan and 42 
percent in the United States.9

Referencing the growth of AI in the region, 
Vikram Rao, director of growth markets 
and strategic accounts, ASEAN, Amazon 
Web Services (AWS), said, “AI is the biggest 
opportunity since cloud computing and possibly 
even since the internet. . . . Our customer base 
has grown by five times over 2024 to 2025 alone, 
and with use cases across every industry.” 
(See sidebar “Key takeaways from an interview 
with Vikram Rao, director of growth markets 
and strategic accounts, ASEAN, Amazon Web 
Services”)
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Key takeaways

Grab is one of Southeast Asia’s leading technology companies, based in Singapore. Nikhil 
Dwarakanath discussed with us the company’s strategic direction of AI adoption and implementation. 

Dwarakanath said that Grab was utilizing AI before the advent of large language models (LLMs). 
“Even in the pre-LLM era, we had over 1,000 models in production.” The company’s strategic direction 
deepened with the introduction of transformers, leading to the development of a robust AI platform 
and the widespread availability of AI tools to its teams. 

Dwarakanath told us that Grab offers a large array of AI models to its employees. “Everybody has 
access to models from the OpenAI family to DeepSeek to the Anthropic family to Gemini,” he stated, 
noting that this strategy aims to empower teams across functions to utilize AI in their tasks. 

Grab has deployed AI-driven applications across its ecosystem of partners, such as its merchant AI 
assistant and its driver AI copilot, both of which have promisingly enhanced efficiency and support. 
“Our merchant AI assistant is now rolled out to over 1.2 million merchants. . . . AI is helping to improve 
top line growth,” Dwarakanath said, highlighting the scale and impact of these implementations.

He explained that the adoption of AI has led to a shift in the way the workforce operates at Grab. For 
instance, product managers are now expected not only to write product requirement documents 
(PRDs) but also come with prototypes. Similarly, designers are generating mock-ups and boilerplate 
code to make it easier for engineers.

Dwarakanath acknowledged challenges in the customer support function, where AI reduces the 
need for human agents but still requires careful management. “We’re operating at a high level of 
automation, but it is heuristic based,” he commented. “We have to be intentional about upskilling but 
also meeting people where they are to provide support.”

Grab still faces several challenges in its AI journey, particularly in data quality and evaluation. “Our 
data has to be top notch in terms of quality because we can build pervasive AI systems, but they could 
spit out something that’s suboptimal for the user,” Dwarakanath emphasized.

Additionally, Grab is mindful of the rapid pace of technological advancement and the necessity of 
staying ahead of the curve. “The Cambrian explosion of AI token usage is growing very quickly, but we 
need to ensure that small, independent entrepreneurs in Southeast Asia aren’t left behind,” he said.

Nikhil Dwarakanath is the group head of data and analytics at Grab.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with  
Nikhil Dwarakanath, group head of data 
and analytics, Grab
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Key takeaways

In this interview, Vikram Rao discussed the current and future landscape of AI adoption, particularly 
within Southeast Asia. 

Rao regards AI as “the biggest opportunity since cloud computing and possibly even since the 
internet,” pointing to Amazon Web Services’ (AWS) fivefold customer growth from 2024 to 2025 
across every industry. He told us that AWS aspires to democratize AI, making this technology 
accessible to organizations of all sizes, ensuring that it can be deployed responsibly and securely.

Rao noted how he has recently seen companies move from experimentation to production in AI 
usage, saying, “In the past six months versus the past 24 months, we’ve seen enterprises shift from 
proof of concept to large-scale experimentation to scaling production.” This transition is driving “tens 
of thousands of new customers deploying AI across almost every industry use case.” Rao mentioned 
industry-specific applications as a key factor in driving business value and sustainable AI adoption.

AWS has made substantial investments in Southeast Asia, including an additional US $9 billion 
investment in Singapore by 2028 and a US $6 billion investment in Malaysia until 2038. Rao explained 
that these investments are designed to bring infrastructure closer to customers, improve data 
sovereignty, and reduce latency.

AWS also focuses on cloud and AI skills development in Southeast Asia. Rao said, “We’ve trained over 
1.8 million people in the region since 2017. We have initiatives such as AWS Skill Builder, which offers 
600 free digital courses available in local languages to accelerate adoption and understanding of 
cloud and AI throughout the region.”

He emphasized that young professionals entering the workforce should focus on fundamentals, 
systems thinking, and curiosity, adding, “Humans with AI are going to replace humans without AI, 
rather than AI replacing humans.” He also stressed the importance of technical and nontechnical 
training to ensure that all employees are prepared for the AI-driven future. 

Rao acknowledged that the pace of innovation introduces new risks: “AI innovation opens up 
possibilities, but how do you allow a broader use and faster pace of experimentation without 
increasing risk?” AWS focuses on building strong security foundations and integrating guardrails into 
its AI tools, as well as data sovereignty, security, and compliance in its AI infrastructure.  

Vikram Rao is the director of growth markets and strategic accounts, ASEAN, Amazon Web Services.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with  
Vikram Rao, director of growth markets and 
strategic accounts, ASEAN, Amazon Web Services 
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Southeast Asia is attracting significant 
technology investments. Chinese and US cloud 
providers are increasing their investments 
throughout Southeast Asia by establishing new 
regions and data centers, and making long-
term commitments. These efforts are bringing 
computing resources closer to users in the 
region, helping to speed up the use of AI. 

Giants such as Alibaba Cloud (based in 
Singapore), AWS (located in the United States), 
Google Cloud (headquartered in the United 
States), and Tencent in China, for example, are 
creating an environment for innovation.10 The 
coexistence of Chinese and US cloud providers 

in Southeast Asia offers enterprises greater 
flexibility and resilience, assisting them to 
maintain momentum in a rapidly evolving digital 
landscape. 

Examples of Chinese and US hyperscalers 
scaling in Southeast Asian markets abound. 
AWS opened its Thailand infrastructure region 
in January 2025 and has committed over US 
$5 billion over 15 years.11 The company plans an 
additional US $12 billion investment by 2028 to 
expand local cloud capacity.12 Google announced 
a US $2 billion data center and Google Cloud 
region in Malaysia in 2024.13 Alibaba Cloud 
opened its third data center in Malaysia in July 
2025.14 Tencent Cloud has operated a data 
center in Jakarta since 2021,15 and Huawei Cloud 
(based in China) is working with Thai authorities 
on national cloud-first and AI hub programs.16 
Singapore remains a regional nerve center for 
both Chinese and US ecosystems. 

Southeast Asia shows a practical mix of 
East and West stacks, often within the same 
corporate groups, as leaders choose the best 

The tech ecosystem 
is thriving and 
has become a 
competitive arena for 
global cloud players

“Leading the AI charge in Southeast Asia requires 
bold, transformative ambition. It’s about moving 
beyond isolated use cases to fundamentally 
reinventing business models with AI at their core. 
This is how we will translate ambition into enduring, 
bottom-line impact. The narrative in Southeast 
Asia is rapidly moving from experimentation to 
enterprise-wide scaling. The focus is now on 
embedding AI into core business processes to 
drive tangible value, turning widespread adoption 
into sustained performance and a true competitive 
advantage on the global stage.”

McKinsey commentary 
Vivek Lath 
Partner
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platform for each workload to keep growth 
moving. For instance, in Indonesia, Tokopedia 
(an e-commerce marketplace) uses Google 
Cloud to power live video and data analytics at 
scale,17 while GoTo Financial, the digital finance 
arm behind GoPay, completed the migration of 
Tokopedia’s core infrastructure to Alibaba Cloud 
data centers in Jakarta. This pairing shows how 
leading Southeast Asian platforms are selecting 
the right cloud for the right job, which signals 
healthy competition and strong momentum.

In Southeast Asia’s consumer commerce 
sector, companies from both China and the 
United States are actively competing in the 
same markets. For example, TikTok, which is 
based in China, reentered Indonesia in 2024 
through a partnership with Tokopedia,18 while 
YouTube (headquartered in the United States) 
and Shopee in Singapore introduced YouTube 
Shopping in Indonesia, with plans to expand 
across the region.19 Meanwhile, Chinese value 
e-commerce platform, Temu, launched in 
Thailand after first entering Malaysia and the 
Philippines.20

Singapore alone hosts over 60 AI CoEs,  
including those of IBM, NVIDIA, and Oracle 
(all US companies).21 Other tech giants are 
starting to enter the region: Microsoft (also 
US-based) has a US $2.2 billion AI CoE in 
Malaysia, and Backbase, which is located in 
the Netherlands, has announced its first global 
AI CoE to be established in Ho Chi Minh City 
in Vietnam.22 President of Microsoft ASEAN, 
Mayank Wadhwa, said, “Southeast Asia is not 
just a consumer of AI—it’s become a massive 
cocreator. The region’s strength lies in its 
diversity, vibrant developer ecosystems, and 
multilingual data sets.”

Singapore’s minister for digital development and 
information, Josephine Teo, remarked, “In the 
past 12 to 18 months, we’ve actively encouraged 
companies to establish AI centers of excellence, 
and the progress has been nothing short of 
inspiring. I’ve visited many of these centers, 
and it’s energizing to see how creatively AI is 

being applied—sometimes at the periphery to 
boost workplace productivity, and sometimes 
at the core of the business model. The latter 
is especially heartening, as it reflects deep 
engagement from CEOs and their teams in 
rethinking how they solve problems with AI.”23 

She added, “Our own center of excellence is 
based in Singapore, and I believe that for AI to 
truly be transformative, leadership must drive the 
change. The CEO, C-suite, and board members 
all play a critical role. We also encourage 
board members to stay curious and visit other 
successful centers to foster cross-learning and 
collaboration.”

Tao Zhang, founder of Singapore-based 
company Manus AI (a developer of a general AI 
agent), told us, “We chose Singapore because it 
is an international country. Large, international 
companies have Asia or Asia–Pacific 
headquarters in Singapore, which means there 
are financial, legal, [and] marketing talents here. 
This international diversity and the presence 
of various industries in Singapore made it an 
ideal location for the company to grow and 
serve a global market. ” He added, “Singapore 
is also very neutral; I think Singapore might be 
the center of AI innovation.” (See sidebar “Key 
takeaways from an interview with Tao Zhang, 
cofounder and chief product officer, Manus AI”)

PatSnap is a B2B innovation intelligence 
company, also based in Singapore. Cofounder 
Guan Dian said, “We are in a somewhat new 
category called innovation intelligence. What 
we mean by that is, if you look at the customer’s 
innovation life cycle from the upstream of 
deciding where to innovate, where to bet their 
R&D dollars, all the way to having fixated on 
the direction, they need to come up with new 
products, ideas, and potential solutions to 
bring to the market. Along this innovation life 
cycle, customers need to make many decisions 
supported by data and intelligence. That’s  
where PatSnap comes in to lend support.” (See 
sidebar “Key takeaways from an interview with 
Guan Dian, cofounder of PatSnap”)
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Manus AI, based in Singapore, is an autonomous AI agent designed to execute complex tasks with 
minimal human input. In this interview, Tao Zhang spoke about the company’s strategic direction, 
development, and market positioning.

Zhang told us that Manus AI wants to democratize AI. He said, “Our strategy is to focus on the 
consumer; we want to deliver a product to the massive user market.” This approach is designed to 
make AI accessible to a broader audience, beyond professionals in vertical industries.

He explained that Manus AI sees itself as a general agent, describing how the company identifies the 
most beneficial applications of AI across various domains, which allows it to adapt and refine its focus 
based on user feedback and behavior.

However, Zhang cautioned: “For now, the AI system is not perfect. There will still be hallucinations and 
false information, so human oversight is crucial before delivering to customers.”

Describing Manus AI’s internal AI strategies, he said that the company implements sharing sessions 
to keep employees updated on the latest AI developments: “The company encourages all employees, 
not just engineers, to use AI in their daily tasks to foster innovation and efficiency.”

When discussing the decision to relocate the company to Singapore in July 2025, Zhang said that 
the move was motivated by the accessibility to diverse talent and global markets. He said, “We chose 
Singapore because it is an international country. Large, international companies have Asia or Asia–
Pacific headquarters in Singapore, which means there is financial, legal, [and] marketing talent here.” 

He said that the international diversity and the presence of various industries in Singapore made it an 
ideal location for Manus AI to grow and serve a global market. Zhang added, “Singapore is also very 
neutral; I think it might be the center of AI innovation.”

Zhang recommended that companies get into the AI space as soon as possible. “I think the most 
important thing right now is to take action, not just evaluate,” he said, suggesting that traditional 
companies looking to transform with AI should start small and focus on benefits, with a dedicated AI 
leader. This approach ensures that the company can see tangible results and build confidence in AI’s 
capabilities before scaling its adoption.

Tao Zhang is the cofounder and chief product officer at Manus AI.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with Tao Zhang, 
cofounder and chief product officer, Manus AI 

Key takeaways
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PatSnap is a global leader in AI-powered intellectual property (IP) analytics, located in Singapore. 
Dian told us how she believes that AI adoption is transforming the IP and R&D sectors, leading to 
significant cost reductions and efficiency improvements. 

Dian explained, “We [PatSnap] are in a somewhat new category called innovation intelligence. What 
we mean by that is, if you look at the customer’s innovation life cycle from the upstream of deciding 
where to innovate, where to bet their R&D dollars, all the way to fixating on the direction, they need 
to come up with new products, ideas, and potential solutions to bring to the market. Along this 
innovation life cycle, customers need to make many decisions supported by data and intelligence. 
That’s where PatSnap comes in to lend support.” 

PatSnap uses AI to help customers make critical decisions in the innovation life cycle. It has also 
developed a vertical AI model that offers more precise and context-aware solutions compared to 
general AI models.

The AI transition has been characterized by a bottom-up approach, where employees, especially the 
software engineering and data processing team, have quickly adopted new AI tools. She said, “We 
repurposed about half the team to focus on large language models, so there has not been a human 
cost increase.”

Dian added, “In data processing, we save at least 70 to 80 percent on human talent compared to 
incumbent companies, but we still have over 100 data processing engineers in-house. They procure 
data [and] source for the best quality data. They also do some expert labeling of data in our different 
verticals of life sciences, material sciences, electronics, and chemicals.”

The adoption of AI solutions varies significantly across the global markets in which PatSnap operates. 
“China and the United States are the fastest,” Dian told us. In contrast, she has noticed that Japan 
has been slower to adopt AI, but there are positive signs that this is changing. Across the world, she 
believes that “AI is not just a tool for efficiency; it’s a way to stay relevant in a rapidly changing world.”

Dian said that PatSnap’s AI strategy is not only to enhance customer efficiency but also to drive 
significant business growth. The company’s second growth curve, which is heavily AI-driven, is 
projected to contribute 20 percent of the total revenue by the end of 2025. 

Guan Dian is the cofounder, chief marketing officer, and Asia–Pacific general manager of PatSnap. 
She is also the company’s senior vice president, Asia–Pacific.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with 
Guan Dian, cofounder of PatSnap

Key takeaways
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However, with international tech companies 
pushing AI in Southeast Asia, a potential 
imbalance could be created. Southeast Asia has 
a massive, diverse population with over 1,200 
languages. Local tech developers are aware of 
the need for a regional focus, and are starting 
to build local LLMs and culturally aware AI 
systems.24 Additionally, governments across the 
region, such as Malaysia’s and Singapore’s, are 
investing in sovereign AI infrastructure through 
national AI centers to retain strategic control of 
the technology and tailor AI to local contexts.25 

 
The region benefits from a large, digital savvy 
population and a fast-growing internet economy, 
yet talent depth and venture funding remain 
uneven across markets. Partnerships and 
practical capability building help companies 
move from pilots to scale. Of the approximate 
US $20.0 billion venture investment in the entire 
Asia–Pacific region in 2024, Southeast Asia’s 
young AI firms received as little as US $1.7 billion. 
In the same year, only 122 AI funding deals took 
place in Southeast Asia versus the APAC total 
of 1,845.26 However, the sharp jump to a venture 
investment of US $172 million  in the second 
quarter of 2025, the highest in three years, 
could have marked the start of more serious 
investment in scalable AI in the region.27

Incubators and accelerators have played a 
crucial role in boosting the ecosystem, providing 

funding, knowledge, and support to the growing 
number of AI start-ups in Southeast Asia, which 
include over 2,000 AI start-ups.28 In Singapore, 
SGInnovate develops deep tech talent, assists 
start-ups, and has invested in over 100 B2B AI 
companies in industries ranging from marketing 
to health care.29 The Malaysian Global  
Innovation and Creativity Centre (MaGIC) 
focuses on helping local entrepreneurs and 
start-ups build the necessary capabilities and 
networks to push their projects to the next 
stage—achieved through its numerous programs 
and resources, such as MaGIC’s Global 
Accelerator Program (GAP) and the MaGIC 
Accelerator Program (MAP).30

Joel Neoh, founding partner of First Move, an 
early-stage venture capital firm in Singapore, 
observed that the role of venture capital is 
expanding to become more hands-on and 
focused on creating value, rather than simply 
providing funding. He remarked that Southeast 
Asia is well positioned for rapid AI adoption, 
given its youthful population and openness to 
new technologies (see sidebar “Key takeaways 
from an interview with Joel Neoh, founding 
partner, First Move”).

“While there are certainly headwinds facing the 
region, I am beginning to see some tailwinds,” 
he said. “The adoption of AI could be quite swift 
because, generally, we have a young population, 
and both consumers and businesses are more 
willing to experiment and try new things. . . . One 
of the positive trends I notice is that some  
founders in China who wish to build international 
AI products . . . move to Singapore or Malaysia, 
not just to build for Southeast Asia, but for  
global ambitions.”

Scalable start-
ups are growing, 
but need more 
investment
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First Move is a venture capital firm in Singapore that supports early-stage start-ups. In this interview, 
Joel Neoh discussed how he started the firm in 2023 to support AI-driven innovation in Southeast 
Asia. 

Neoh explained how he wants Southeast Asia not only to adopt AI but to contribute to innovation in 
the field. This aspiration stems from his experience over the past 15 years as a founder and operator 
in the tech start-up space, where he has seen firsthand the transformative impact of technology. He 
believes the role of venture capital is evolving to be more hands-on and focused on value creation, 
rather than just providing funding. 

He talked to us about the rapid pace of AI development and how the launch of GPT-4 in 2023 
significantly accelerated AI adoption and experimentation among consumers and businesses. “I’ve 
realized that this space is [moving] very quickly,” he said, and he emphasized that agility is crucial for 
Southeast Asia to navigate and find its foothold in the global AI market.

However, Neoh noted that the impact on revenue growth is more nuanced. “The more difficult 
opportunity will be thinking about revenue growth, because if you’re going to expand into new 
markets, you have to think whether you are going to launch new products. That’s a much more 
creative issue to solve,” he commented.

Speaking about the implications of low labor costs in Southeast Asia, he explained, “Because the cost 
base in, say, Malaysia, Indonesia, or Thailand, is not that high per employee, I think cost savings in this 
region should be about growth. It’s a game changer to help a country with low-cost employees to 
grow globally.”

About talent in AI innovation, he said, “I feel it’s going to be driven by strong STEM talent in their 20s in 
partnership with experienced operators—we will need to be open-minded and collaborative.” But he 
cautioned, “A lot of talent just wants to code and build because that’s what’s exciting for them. They’re 
not thinking about commercial business.”

Joel Neoh is the founding partner of First Move. 

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.
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Investments of over US $50 billion  in AI-ready 
data center and cloud infrastructure have already 
been made in Southeast Asia by hyperscalers 
AWS, Google, and Microsoft, boosting compute 
capacity and AI readiness across the region.31 By 
2025, US $250 billion is projected to be spent on 
regional cloud technology in APAC.32

China is also investing in fast-growing 
infrastructure in the region, including a US  
$2.2 billion hyperscale AI campus in Thailand by 
Beijing Haoyang Cloud and Data Technology, 
and Alibaba Cloud’s third data center in 
Malaysia, mentioned earlier.33 In addition to 
SJC2, the Apricot cable, a subsea cable driven 
by Google and Meta that connects Hong Kong, 
Japan, and Singapore (with branches to Thailand, 
Vietnam, and other markets)34 will connect 
Indonesia, the Philippines, and Singapore with 
Guam, Japan, and Taiwan when completed.35 
These investments create overlapping paths that 
support cloud and AI traffic.

Malaysia is attracting both East and West 
camps with significant new spending. Google 
and Microsoft announced multibillion US dollar 
investments in 2024. ByteDance plans to invest 
about US $2.13 billion in an AI hub and put 
additional investment into expanding its data 
center footprint in Johor. This Malaysian state is 
emerging as a key AI infrastructure hub, having 
attracted US $3.8 billion in investments—in 
addition to ByteDance’s—from Microsoft and 
Oracle, driven by low-cost energy and land.36 
A McKinsey survey conducted in 2025 on 
hyperscalers in the APAC region indicates that 
the top three factors for investment in Malaysia 
are customer demand (26 percent), low-cost 
energy (19 percent), and availability of land (15 
percent).  

Despite the opportunities for data centers within 
Southeast Asia, there are underlying risks. 
Volatile ROI due to uncertain AI demand, tech 
shifts from potential slower-than-expected use 
of AI, and limited enterprise scaling could all 
constrain near-term demand. Falling graphic 
processing unit (GPU) prices and rapid hardware 
innovation risk could erode returns and make 
current infrastructure obsolete. 

Further, according to McKinsey analysis, existing 
Southeast Asian data centers are exposed to 
growing pressure from local telecommunication 
companies and global hyperscalers, which 
could further intensify competition in a crowded 
market, raising barriers to differentiation and 
long-term profitability. 

Data centers also face utility constraints. AI 
processing demands massive energy and grid 
capacity and significant amounts of water for 
cooling. At the same time, they generate tons of 
carbon emissions and require rare earth metals 
for hardware. Global data energy consumption 
is forecast to double in five years.37 The energy 
demand varies per country—in Malaysia, for 
example, data centers are expected to create 
about around 30 percent of power demand by 
2030.38 

Some companies have set net-zero targets. 
Google and Microsoft, for example, have clear 
sustainability goals. Google is actively pursuing 
ways to “power its operations with carbon-free 
energy, every hour of every day.”39 Microsoft has 
pledged to be carbon negative by 2030 and has 
announced a long-term vision of 100/100/0—that 
by 2030, the company will have “100 percent 
of its electricity consumption, 100 percent 
of the time, matched by zero-carbon energy 
purchases.”40 

Our experience in the industry—with survey 
results aligning—provides strategic insights 
into how operators, investors, and organizations 
in the supply chain can benefit from the 
opportunities emerging from AI  
infrastructure demand.

Data centers are fast 
growing—and come 
with challenges
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With rapid AI growth comes the need for 
guidance on responsible and ethical AI usage. 
Globally, different geographies are at varying 
levels of legislative rigor and regulatory 

approaches in their development of AI and gen 
AI regulation. Some regions, such as China 
and the European Union, are pursuing gen 
AI-specific legislation that includes enforceable 
penalties and outlines user and provider 
obligations. Other countries, such as the United 
States, are opting to update and enforce existing 
regulations by adding new clauses to address 
gen AI-related concerns in areas such as privacy 
and copyright. A third group, including ASEAN, 
Canada, and Japan, is focusing on principles, 
guidelines, and voluntary commitments for 
responsible gen AI usage, incorporating 
governance guidelines, tools, and resources 
(Exhibit 1).

Source: AI regulatory measures in benchmarked geographies

The Association of Southeast Asian Nations has regionwide, nonbinding 
guidelines on responsible AI use.

Enforceable regulation Indication of upcoming enforceable regulation Guidelines

Dimensions

Transparency

European 
Union

China United States Singapore

Human agency and oversight

Accountability

Technical robustness and safety

Diversity, nondiscrimination,
and fairness

Data privacy, governance, and 
intellectual property protection

Social and environmental 
well-being

Association of 
Southeast Asian 

Nations

Exhibit 1

Regional 
coordination 
positions countries 
in Southeast Asia 
as responsible AI 
leaders
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ASEAN has recognized that regional 
coordination is necessary for scaling AI. In 2024, 
it promulgated the Guide on AI Governance and 
Ethics, which acts as a practical resource to 
promote consistent standards across borders 
and alignment among countries, and to ensure 
the responsible use of AI.41

Bodies such as the ASEAN Working Group 
on AI and national centers (for example, 
Malaysia’s National AI Office and the Philippine’s 
ACCeSs@AIM) enable cross-border dialogue, 
policy harmonization, and capacity building to 
accelerate the use of AI at scale (see sidebar 
“Key takeaways from an interview with Sam 
Majid, head of Malaysia’s National Artificial 
Intelligence Office”).42

In addition, all Southeast Asian nations have 
implemented their own national AI strategies or 
formal initiatives, signaling broad commitment to 
driving the use of AI across the region.43 These 
policies and industry road maps will likely play 

a role in accelerating the use of AI by attracting 
investment and laying out plans for talent 
development. 

Singapore’s Minister Teo mentioned the 
country’s efforts to collaborate with other 
countries and set international standards. 
“Recognizing the importance of cross-border 
data flows, we got the ASEAN community to 
agree on a data management framework,” she 
said. This framework, along with others, such as 
the ethical AI adoption principles, is designed 
to facilitate safe and ethical AI practices across 
different jurisdictions. 

She added, “As in all areas of technology where 
the use becomes much more widespread in 
time to come, there need to be standards that 
we all agree are needed to protect human 
beings,” underscoring the ongoing dialogue and 
collaboration required to navigate the challenges 
of AI.

In this interview, Shamsul Izhan Abdul (Sam) Majid talked about Malaysia’s vision, governance, 
and execution plans for AI, with an emphasis on national readiness, skills, and responsible scaling 
across the public and private sectors.

Malaysia’s AI journey is driven by strong leadership. “The tone starts from the top. The prime 
minister observed other countries that are racing, competing for relevance in the digital economy 
and now the AI space,” Majid explained. This commitment led to the creation of the Digital 
Ministry and the National Artificial Intelligence Office (NAIO), which is finalizing the National AI 
Action Plan 2030.

Key takeaways from an interview with  
Sam Majid, head of Malaysia’s National 
Artificial Intelligence Office

Key takeaways
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The prime minister’s vision for an “AI Nation” is built on three pillars. “AI Nation means three 
main things,” Majid said. “Number one, how do we raise the ceiling for everybody—getting more 
capability, getting more capacity, having more skills, and AI does all that. Second, how do we 
raise the floor, meaning that it’s not just those who have capability; we don’t want anybody to be 
left behind. And third is good governance, using the new tool responsibly.”

A major focus for the NAIO is integrating AI into the public sector. “There are three main parts. 
Number one is a government powered or augmented by AI. We started doing that in January 
2025, when we introduced AI tools within the public sector,” he shared. Over 45,000 public sector 
employees have begun using gen AI tools to save time and improve efficiency.

Malaysia’s vision extends beyond government. “The second element is to make sure that 
everybody gets that recipe to earn more, to have better capability and capacity,” Majid continued. 
The National Action Plan also positions Malaysia as a springboard for (ASEAN), with the country 
proposing the creation of an ASEAN AI safety network to foster regional cooperation.

Accelerating AI adoption is not without hurdles. Industry leaders worry about reliance on foreign 
technologies and the need for a robust local ecosystem. “Our local leaders are wondering, how 
do we embrace this? Is there a local ecosystem that can support this or are we overly reliant on 
outside technology?” Majid noted. The National Action Plan addresses these concerns with a 
“Made by Malaysia” approach, emphasizing domestic development and data sovereignty.

Trust and responsible use are central. Majid used a vivid analogy: “In your car, you have two 
pedals—one to go faster and the other to slow down. The braking is the governance part, the 
responsible part, which makes you realize the creation of the car brake allows the car to go faster. 
For enterprises, when they know that AI can, and should, be used and has guidance, guardrails, 
[and] a responsible ecosystem, they know they can go faster and further.”

Talent is the linchpin of Malaysia’s AI ambitions. “There are two lenses to the talent question. The 
first one is today’s talent, or maybe in the situation of today’s workforce. The second lens is future 
talent,” he explained. With 660,000 jobs identified as being affected by AI, the National Action 
Plan aims to create 700,000 new AI-related jobs over five years.

Education is a priority from kindergarten to higher education. “We are going to embed many 
initiatives that will empower teachers to teach with AI and students to learn alongside AI,” Majid 
said.

The National Action Plan sets ambitious targets. Majid asserted that, “Malaysia today is number 
26 on the Stanford Index, and we should push ourselves into the top ten of the world by 2030.” 
The goal is also to rank among the top ten for AI-powered public services and to grow the digital 
economy from 25 percent to 30 percent of GDP, with AI contributing an additional 20 billion 
ringgit, by 2030.

Malaysia’s AI journey is marked by bold leadership, inclusive policies, and a commitment to 
responsible innovation. As Majid summarized, “It is a full ecosystem that requires both funding 
and infrastructure, but also talent on the other side.”

Sam Majid is the head of Malaysia’s National Artificial Intelligence Office.

Comments and opinions expressed by interviewees are their own and do not represent or reflect 
the opinions, policies, or positions of McKinsey & Company or have its endorsement.
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Chapter 2: 
Southeast Asia’s 
AI acceleration: 
Leapfrogging amid 
infrastructure and 
talent challenges
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AI use across Southeast Asia is accelerating. 
Organizations are moving from exploration 
to deployment, reflecting both strong digital 
foundations and a growing base of tech-savvy 
enterprises. The region’s major economies—
Indonesia, Malaysia, the Philippines, Singapore, 
Thailand, and Vietnam—are advancing in 
parallel with global peers, supported by a young, 
connected population and increasing private 
sector investment.

Yet, at the same time, the region’s AI journey 
remains uneven. Larger companies and tech-
intensive sectors are scaling fastest, while 
smaller firms and traditional industries continue 
to build foundational capabilities. Much of the 
current activity focuses on improving efficiency 
and piloting AI across business functions, with 
early leaders beginning to apply AI for growth 
and innovation.

Across the region, executives see AI as an 
essential lever of competitiveness. Investments 
are rising: More organizations now allocate a 
meaningful share of their technology budgets 
to AI. Yet many are still working to translate this 
momentum into measurable business value. 
While some companies—such as DBS Bank 
and Grab—are beginning to demonstrate what 
scaled AI impact can look like, most remain 
in the early stages of turning adoption into 
performance.

This chapter explores how Southeast Asian 
companies are progressing along the AI maturity 
curve, examining the pace and breadth of use 

across various markets, company sizes, and 
industries. It also considers the emergence of 
new frontiers such as agentic AI and discusses 
the ongoing challenge of capturing value at 
scale. Together, these insights highlight both 
the progress made and the opportunity that lies 
in store for Southeast Asia to move from fast 
adoption to sustained impact.

As AWS’s Rao noted, companies are moving 
from experimentation to production in AI use. 
“In the past six months versus the past 24 
months, we’ve seen enterprises shift from proof 
of concept to large-scale experimentation to 
scaling production,” he said. This transition is 
driving “tens of thousands of new customers 
deploying AI across almost every industry  
use case.”

Across the six largest Southeast Asian 
economies, executives report steady progress in 
AI use. Nearly half of companies say they have 
moved beyond the piloting phase, placing the 
region slightly ahead of the global average, but 
still several points behind leading markets such 
as the United States (Exhibit 2). Indonesia and 
Singapore stand out as regional leaders, with 
a higher proportion of enterprises reporting 
progress toward scaled adoption (56 percent in 
Singapore and 51 percent Indonesia).44 

Scaling up: Nearly 
half of companies are 
moving beyond pilots 
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Southeast Asia shows stronger momentum in AI usage than the global 
average, but the region still trails the most advanced markets. 

Adoption of AI across regions, % of respondents1

  Note: Figures may not sum to 100%, because of rounding.
1Number of respondents globally = 2,084; United States = 701; Southeast Asia = 330; Asia–Pacific (excl China, India) = 187. Southeast Asia figures are 
based on composite-weighted adoption rates, where within-country results are first weighted by enterprise size and economic contribution, then 
aggregated across countries using GDP shares. The sample covers 6 economies—Indonesia, Malaysia, the Philippines, Singapore, Thailand, and 
Vietnam—representing the more digitally advanced end of the region’s enterprise landscape. 

2Fully scaled means the technology has been fully deployed and integrated across the organization; scaling means growing the deployment or use of the 
technology across the organization; piloting means implementing the technology for a first use case in the business; experimenting means any use or 
early testing of the technology; and no use at all means the technology has not been used at all.

Fully scaled Scaling Piloting Experimenting No use at allAdoption2:

Global

United States

Southeast Asia

Asia–Pacific
excl China, 
India

2 31 22 30

8 38 35 19

3028296

20243813 4

6

14

Exhibit 2

The region’s momentum is underpinned by 
several structural advantages. More than half 
of Southeast Asian executives cite the large, 
mobile-first consumer base, competitive costs 
for skilled AI talent, and the availability of regional 
AI solution providers as key drivers of adoption. 
In contrast, only about one in five respondents 
point to government incentives or fewer legacy 
system constraints as primary enablers—
suggesting that Southeast Asia’s AI momentum 
could be driven more by market opportunity and 
enterprise initiative than by policy intervention. 
Collectively, these factors have created a fertile 
environment for early AI scaling.

About half of Southeast Asian respondents 
believe their AI use is on par with—or ahead 
of—their global headquarters, signaling growing 
confidence and capability among regional 
teams. This reflects both the rise of digital-first 
enterprises and the effect of government-backed 
AI strategies across these markets. However, 
executives acknowledge that these perceptions 
may overstate actual maturity on the ground. 
As AI use scales, companies will need to 
calibrate expectations and focus on translating 
deployment into tangible business value.
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While Southeast Asian countries also have 
to contend with technical debt—which can 
be defined as the effort or costs required to 
“repair” or modernize existing systems, with 
high levels of debt signifying high costs to 
manage outdated code or legacy architectural 
decisions that accumulate over time—studies 
show that countries in the region, for example, 
Malaysia, face significantly lower debt levels 
than developed economies such as the United 
States. This indicates that Southeast Asian 
countries benefit from having a lighter legacy 

burden, which reduces the complexity and costs 
to upgrade core systems or migrate to modern 
digital platforms. 

This creates a structural advantage for 
the region: With fewer entrenched legacy 
constraints, Southeast Asian organizations can 
modernize quicker, deploy new technologies 
with greater agility, and accelerate digital 
transformation initiatives that are harder to 
execute in heavily “tech-indebted” developed 
countries.

“Southeast Asia’s AI moment is not about catching 
up; it’s about redefining how AI scales responsibly 
in a diverse, fast-growing digital economy. Across 
the region, enterprises are exploring this space, yet 
the real differentiator will not be how fast Southeast 
Asia adopts AI, but how thoughtfully it scales it. 
As this report highlights, the most successful 
companies we see in this region (and who are seeing 
impact!) anchor their AI agendas in three principles: 
outcomes over experimentation, leveraging 
ecosystems that can take ‘best of breed’ from China 
and the United States, and investing as deeply on 
human capital and data as much as they do the 
technology.”

McKinsey commentary 
Paul Beaumont 
Partner
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AI use in Southeast Asia spans companies of all 
sizes, although larger enterprises are reportedly 
ahead in maturity. Among companies with 
annual revenues above US $250 million, more 
than half (56 percent) report being at the scaling 
or fully scaled stage—indicating that enterprise-
scale organizations are leading in embedding 
AI across business functions. Medium-size 

companies follow closely, with just under half 
(47 percent) scaling or fully scaled, while smaller 
companies remain earlier in their AI journeys, 
with about two in five (42 percent) scaling or fully 
scaled, and most still piloting or experimenting 
(Exhibit 3).

This maturity gap by company size reflects the 
structural advantages of larger firms, including 
greater data availability, more established 
digital infrastructure, and the ability to invest 
strategically in scaling AI initiatives. 

Less than 1 percent of companies across all 
revenue sizes report having no use at all of 
AI—underscoring enterprises’ near-universal AI 
engagement across the region.

Adoption of AI across companies in Southeast Asia, by revenues, % of respondents,1 n = 330

  Note: Figures may not sum to 100%, because of rounding.
1Small companies are valued at <US $100 million in annual revenue, medium-size companies are valued between US $100 million–US $249 million in annual 
revenue, large companies are valued at more than US $250 million in annual revenue. Southeast Asia figures are based on composite-weighted adoption 
rates, where within-country results are first weighted by enterprise size and economic contribution, then aggregated across countries using GDP shares. 
The sample covers 6 economies—Indonesia, Malaysia, the Philippines, Singapore, Thailand, and Vietnam—representing the more digitally advanced end of 
the region’s enterprise landscape. 

2Fully scaled means the technology has been fully deployed and integrated across the organization; scaling means growing the deployment or use of the 
technology across the organization; piloting means implementing the technology for a first use case in the business; experimenting means any use or early 
testing of the technology; and no use at all means the technology has not been used at all.

Larger Southeast Asian companies report more mature AI usage; 
smaller firms continue to pilot and experiment with use cases. 

12324313

11339416

2335367

Large
more than 
US $250 million

Medium
US $100 million
–US $249 million

Small
less than 
US $100 million

Fully scaled Scaling Piloting Experimenting No use at allAdoption2:

Exhibit 3

Size and pricing 
matter: Enterprise 
leaders advance in 
AI, while MSMEs face 
pricing pressures

AI in Southeast Asia: An era of opportunity      30



With 70 million MSMEs in Southeast Asia—
representing the majority of businesses, about 97 
percent of the workforce, and a significant share 
of GDP45—pricing and simplicity are critical 
factors in determining whether digital and AI 
solutions are adopted for everyday use.

To support AI adoption for MSMEs, providers 
could offer low-cost entry options, local 
currency pricing, usage-based tokens, and 
storage plans that make monthly expenses 
predictable. Bundled packages that combine 
collaboration tools, data, model access, and 
guided onboarding could further ease adoption. 
Governments and ecosystem partners could 
also play a key role by providing targeted support 
and skills development programs, helping 
MSMEs to use new technologies safely and 
effectively.

ASEAN economic research highlights that cost 
and skills remain among the top barriers to 
digital and AI adoption for small and medium-
size enterprises (SMEs),

 underscoring the need for affordable pricing 
models and simpler onboarding processes.46 

Industry leaders: 
Technology, 
media, and 
telecommunications 
and advanced 
industries are ahead
Across Southeast Asia, usage levels 
vary by industry. Technology, media, and 
telecommunications and advanced industries 
are at the forefront of scaling AI, with around six 
in ten companies reporting that they are scaling 
or have fully scaled their deployments. Other 
digitally intensive sectors, such as energy and 
materials, also show strong progress, with about 
half of companies reporting scaling (Exhibit 4).

In contrast, public sector, health care, and 
service-oriented industries remain in the early 
stages of usage, with over six in ten companies 
still piloting or experimenting. The slower pace 
in these sectors often reflects complex data 
environments, regulatory constraints, and limited 
access to AI-ready talent or infrastructure.
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The road to scaling AI in an organization can be 
a long one. Singapore Airlines started its digital 
transformation in around 2015. The airline’s 
senior vice president of information technology, 
George Wang, shared: “That helped us lay 
the foundation to get the data pipeline ready, 
to get the data ready, and to get the technical 
infrastructure ready for the rapid use and scaling 
of AI. . . . The foundation that has been built 
over the last ten years has focused on four key 
areas: the innovation culture—how do we bring 

the whole company to be more digitally ready 
and more innovative; capabilities—the process, 
the governance, and the people capabilities; 
data pipelines and cloud capabilities; and 
partnerships, which involves working with 
nontraditional partners such start-ups, and 
traditional partners such as government 
research institutes and universities.” (See sidebar 
“Key takeaways from an interview with George 
Wang, senior vice president of information 
technology, Singapore Airlines”).

Adoption of AI across industries, % of respondents,1 n = 330

1Southeast Asia figures are based on composite-weighted adoption rates, where within-country results are first weighted by enterprise size and economic 
contribution, then aggregated across countries using GDP shares. The sample covers 6 economies—Indonesia, Malaysia, the Philippines, Singapore, 
Thailand, and Vietnam—representing the more digitally advanced end of the region’s enterprise landscape.

2Fully scaled means the technology has been fully deployed and integrated across the organization; scaling means growing the deployment or use of the 
technology across the organization; piloting means implementing the technology for a first use case in the business; experimenting means any use or 
early testing of the technology; and no use at all means the technology has not been used at all.

Technology, media, telecommunications, and advanced industries are 
leading AI usage in Southeast Asia.

Scaling and fully scaled Piloting and experimentingAdoption2:

Technology, media, telecommunications, 
and advanced industries

Energy and materials

Consumer goods and retail

Professional services

Public sector, health care, travel, and 
infrastructure

n =
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77
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3862

5050

5644

6436

6931

Average % of Southeast Asia companies moving beyond pilot = 46%

Exhibit 4
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In this interview, George Wang talked about the organization’s AI strategy and implementation 
journey.

Wang explained that “Singapore Airlines’ ambition is to be the global leader in applying AI in the 
[airline] business. . . . We want to seamlessly integrate responsible AI into our operations to transform 
our business and gain a competitive advantage.” 

He mentioned three key areas, the first of which is customer experience. “We want to leverage AI to 
significantly improve the customer experience,” Wang said. This includes providing better customer 
service and more relevant services through actionable insights derived from past interactions. 

The second area is operational efficiency, where Singapore Airlines aims to create smarter, more 
resilient, and efficient operations. The third is capability enhancement, which involves upskilling, 
reskilling, and empowering employees for an AI-driven future. 

Wang said that Singapore Airlines is seeing positive employee and customer engagement. “AI also 
enables us to process customer feedback from multiple channels in our customer insight portal, 
which allows us to gain nearly instant insights and take timely action to improve service across 
customer touchpoints.” He identified an early win for customers: “They can now just put in their 
criteria in normal English to search for flights on our websites or on our mobile app.” 

Singapore Airline’s digital transformation started a decade ago, Wang explained. “That helped 
us lay the foundation to get the data pipeline ready, to get the data ready, and to get the technical 
infrastructure ready for the rapid use and scaling of AI. . . . The foundation that has been built over 
the last ten years has focused on four key areas: the innovation culture—how do we bring the whole 
company to be more digitally ready and innovative; capabilities—the process, the governance, and the 
people capabilities; data pipelines and cloud capabilities; and partnerships, which involves working 
with nontraditional partners such start-ups, and traditional partners such as government research 
institutes and universities.” He said this was instrumental in preparing the company for the rapid 
adoption and scaling of AI, and to be more innovative.

Wang believes that responsible AI usage and governance are critical components of Singapore 
Airline’s AI strategy. “I think that you will run longer, faster, and better if you put governance and 
responsible AI at the center,” he commented. “We have three levels of governance: company level, 
application level, and use case level. . . . For each, we have a different set of evaluations. . . . We use the 
feedback to continue to improve our products.”

George Wang is the senior vice president of information technology at Singapore Airlines.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement. 

Key takeaways from an interview with  
George Wang, senior vice president of 
information technology, Singapore Airlines 

Key takeaways
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Another key differentiator for successful  AI 
scaling is when a company’s leadership—be it 
the CEO or the board—is clear on the value that 
AI brings to the table, and is “all in” on AI. This is 
especially key in Southeast Asia where there is 
larger share of family-owned or -run enterprises, 
with higher reliance on top-down messaging 
from the CEO or board members. They have 
more of an “owner’s mindset” and a longer-term 
view, in which AI will be likely identified as a key 
enabler for long-term financial and operational 
success.

 
Globally, the use of AI is broadening across 
organizations. Executives increasingly report 
deployment in multiple business functions. More 
than two-thirds say their organizations now use 
AI in at least one function, and about half report 
usage in three or more. This expansion reflects a 
shift from isolated pilots toward more integrated, 
enterprise-level applications, where companies 
prioritize functions that balance high-value 
potential with implementation feasibility.

Against this backdrop, agentic AI (AI systems 
capable of understanding context, making 
decisions, and taking actions) is beginning to 
take hold across Southeast Asia. Use remains 
concentrated in technical and knowledge-
driven functions, particularly in IT and software 
engineering, where slightly more than  

one-third of companies are scaling or fully 
scaled. Knowledge management follows closely, 
with similar progress as more organizations roll  
out workflow and content-automation tools 
(Exhibit 5).

In contrast, externally facing functions—such 
as sales and marketing, product or service 
development, and risk management—remain in 
the early stages. Because these areas interact 
directly with customers and carry greater 
reputational or commercial risk, companies 
have been more cautious in deploying fully 
autonomous agents. Roughly one in five 
companies in these functions are scaling 
agentic AI, with most still piloting or planning to 
use such tools. The slower uptake reflects the 
continued need for human oversight and the 
added complexity of integrating autonomous 
agents into customer-facing and risk-sensitive 
workflows.

In addition, agentic AI use cases directly 
affecting business-specific workflows often 
require custom development to be effective. 
While companies have significantly invested 
in data scientists and data engineers, they can 
lack the software development and MLOps 
(machine learning operations) skill sets critical 
to industrialize, deploy, and maintain those 
solutions (that have been built with fast-evolving 
technology) in production environments. 

The enthusiasm is there—nearly nine in ten 
companies across Southeast Asia say they are 
at least planning to experiment with AI agents 
in the coming year. Yet, it waits to be seen if 
agentic AI expands so quickly beyond its current 
technical core into broader enterprise functions.

The next frontier: 
Agentic AI is 
emerging across the 
enterprise but usage 
will take time
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Manus AI’s Zhang reported that financial 
services, in particular hedge funds and 
family offices, consulting firms, MSMEs, and 
freelancers, are the top users of AI agents—
primarily turning to AI agents for research or to 
optimize their resources.

President of Google Cloud, Asia–Pacific, Karan 
Bajwa, observed: “Customers are pursuing 
agentic frameworks at three different levels, 
depending on the industry, sector, or country. 
There are deeply technical customers who want 

to build highly customized, heavily integrated 
agents at the core of their business processes. 
Some customers are looking for agents that 
business users can build with no-code or  
low-code tools. Others fall somewhere in 
between, primarily seeking to integrate agents 
from third-party providers like Salesforce, 
ServiceNow, Oracle, or Microsoft, among others 
(see sidebar “Key takeaways from an interview 
with Karan Bajwa, president, Google Cloud, 
Asia–Pacific”).”

Agentic AI adoption across business functions, % of respondents,1 n = 330

Agentic AI usage in Southeast Asia is emerging, centered in technical 
and knowledge functions.
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Scaling or fully scaled  Piloting, experimenting, or planning to useAdoption2: No use at all

  Note: Figures may not sum to 100%, because of rounding.
1Southeast Asia figures are based on composite-weighted adoption rates, where within-country results are first weighted by enterprise size and economic 
contribution, then aggregated across countries using GDP shares. The sample covers 6 economies—Indonesia, Malaysia, the Philippines, Singapore, 
Thailand, and Vietnam—representing the more digitally advanced end of the region’s enterprise landscape. 

2Fully scaled means the technology has been fully deployed and integrated across the organization; scaling means growing the deployment or use of the 
technology across the organization; piloting means implementing the technology for a first use case in the business; experimenting means any use or 
early testing of the technology; and no use at all means the technology has not been used at all.

Exhibit 5
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Karan Bajwa shared his perspective on the rapid evolution of AI agents in Southeast Asia, highlighting 
the region’s unique strengths and the challenges ahead.

Bajwa positioned Southeast Asia as being at “a very good crossroads between what we are seeing 
across different ecosystems in APAC and the United States.” He emphasized Singapore’s role, saying, 
“MNCs [multinational corporations] want to establish operations in Singapore primarily because 
of its strong regulatory environment, innovation economy, and its ability to attract top-tier talent.” 
He noted the shift in AI adoption, saying, “Companies have moved from proof of concept to active 
implementation.”

However, he cautioned that in their rush to deploy, many organizations have adopted AI with a narrow, 
use case-centric approach that often neglects to assess AI’s true, meaningful business value. His 
resulting advice for organizations is clear: “To succeed, businesses must focus on two things: Build 
the essential talent pools for AI within your business, and work with a partner that offers true end-to-
end capability—from the foundational hyperscale platform and first-party model, right through to the 
critical security and governance layer.”

On agentic AI, Bajwa explained, “Customers are considering agentic frameworks at three different 
levels, depending on the industry, sector, or country. There are deeply technical customers who want 
to build highly customized, heavily integrated agents at the core of their business processes. Some 
customers are looking for agents that business users can build with no-code or low-code tools. 
Others fall somewhere in between, primarily seeking to integrate agents from third-party providers 
like Salesforce, ServiceNow, Oracle, or Microsoft, among others.” He stressed Google Cloud’s 
commitment to choice and openness: “All agents, regardless of where they are built, should be 
interoperable.”

Looking to the future, Bajwa is optimistic but realistic: “AI will democratize technology. Hence, it’s 
extremely important that we build an open ecosystem where innovation is accessible to every 
customer. Our strategy is to ensure that agentic frameworks, from the most technical integrations to 
the simplest no-code applications, are all connected. Interoperability isn’t just a technical standard; 
it’s the bedrock of democratized AI, ensuring that customers, regardless of their complexity or scale, 
can harness the full power of the AI revolution.”

Karan Bajwa is president of Google Cloud, Asia–Pacific.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with 
Karan Bajwa, president, Google Cloud, 
Asia–Pacific

Key takeaways
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Chapter 3: 
From adoption to 
impact—value capture 
is steadily increasing      
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Southeast Asian organizations are using AI at 
pace, yet many are still working to translate this 
momentum into measurable financial results. 
The data point to a value gap: Investment and 
activity are high, but enterprise-wide impact 
remains limited. 

Across industries in Southeast Asia, more 
than six in ten organizations allocate between 
11 percent and 40 percent of their technology 
budgets to AI initiatives, signaling a strong 
commitment to digital transformation (Exhibit 6).  

 

Amount invested and EBIT1 impact from AI adoption, by industry, % of respondents, n = 330

Most Southeast Asian organizations are allocating 11 to 40 percent of 
their technology budgets to AI; few are seeing bottom-line impact.
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 1Earnings before interest and taxes.

Exhibit 6

Executives report that AI is already delivering 
meaningful business value. A large majority 
cites improvements in innovation, customer 
satisfaction, and competitive differentiation, with 
many executives also noting gains in efficiency 
and employee engagement. These benefits 
demonstrate progress in embedding AI across 
operations and customer touchpoints.

However, measurable financial returns remain 
elusive. Roughly six in ten respondents say 
their organizations have achieved less than a 
5 percent earnings before interest and taxes  
(EBIT) impact from AI use, and nearly one in five 
report no discernible effect. This pattern mirrors 
global trends: Many companies are seeing some 
efficiency gains from individual AI use cases 
but are still struggling to scale that impact and 
translate it into bottom-line value. 

  

Southeast Asia’s 
priority barriers to 
value capture 
Despite strong executive intent and rising 
investment, many Southeast Asian companies 
continue to face structural barriers that prevent 
AI initiatives from scaling and delivering 
measurable impact. Survey respondents 
point to talent shortages, unclear ROI, 
and integration complexity as the biggest 
challenges—highlighting that the region’s next 
phase of progress will depend on addressing 
gaps systematically across strategy, talent, 
technology, and governance (Exhibit 7) (see 
sidebar, “Key takeaways from an interview with 
Alexander Seminiano, senior vice president  
and chief technology officer, Bank of the 
Philippine Islands”).
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Biggest barriers of organization’s use of AI in Southeast Asia, % of respondents, n = 330

Lack of talent, integration challenges, and translation of strategy to 
execution are the biggest barriers to AI use.
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Integration with existing 
systems is too complex

Limited budget or investment

Unclear ROI or business case

Data quality or availability issues

Resistance to change from 
employees

Ethical or regulatory concerns

Lack of a cohesive rollout

 3Lack of executive sponsorship

Exhibit 7
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In this interview, Alexander Seminiano talked about the current and future strategies for implementing 
and integrating AI within the Bank of the Philippine Islands (BPI).

Seminiano commented that BPI recognizes it is crucial to approach AI with a clear and pragmatic 
strategy, viewing it as a complex, evolving process, not a simple, quick fix solution. He emphasized the 
need for the bank to revisit and enhance its data platform to make it AI-ready, saying, “ . . .  AI is only as 
good as the amount and quality of data that you have.”

Seminiano believes that AI should be viewed as a business transformation tool rather than just 
a technology project, explaining, “AI presents a change in landscape. Business should respond 
accordingly by taking the lead to reimagine things and tech organizations should know how to build 
the technology properly to enable the business to leverage it well.” 

However, he cautioned: “There is no silver bullet. What you get out of the box is an algorithm. To invest 
in integration, you need to create the demand, and that can be a chicken-and-egg situation.” 

Seminiano shared BPI’s approach toward the use of AI. “AI is at the core of digital use; it’s not just 
another layer of digital use. This view and philosophy is embedded in our AI transformation,” he said.

He added, “The bigger challenge is a holistic understanding of talent. We need people who 
understand the business and the context of the data being generated.” This approach must include 
developing leaders who can make informed decisions and employees who can use AI tools effectively.

Seminiano also addressed the unique challenges posed by the Gen Z workforce, saying, “It’s a 
different workforce altogether. How do you continue to motivate them? Retention is already a 
problem.” 

To this end, he explained that BPI aims to create an environment that motivates and retains talent, 
particularly in the face of AI’s complexity and the risk of technology fatigue. This involves training 
end users to engage with AI and having tech professionals build systems powered by AI, while 
maintaining a focus on the broader business goals and strategies.

Seminiano highlighted the importance of addressing safety, security, and regulatory compliance in 
AI usage. He explained that BPI’s approach to AI is cautious, given the high stakes involved in the 
financial sector and the stringent regulatory environment.

Alexander Seminiano is the senior vice president and chief technology officer of the Bank of the 
Philippine Islands.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with 
Alexander Seminiano, senior vice president 
and chief technology officer, Bank of the 
Philippine Islands

Key takeaways
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Strong executive intent, but 
translating ambition into 
action remains a challenge

Executives across Southeast Asia widely 
recognize AI’s strategic importance, but many 
still struggle to translate that conviction into 
measurable business results. The region’s 
survey data illustrate this gap: While executive 
sponsorship is cited as a barrier by fewer than 
3 percent of respondents, the next three most 
common hurdles—limited budgets, unclear ROI, 
and integration complexity—sit at the very top of 
the list. This suggests that leadership intent is not 
the issue, rather, that companies are grappling 
with how to operationalize that intent and turn it 
into scalable, value-creating programs.

 
Talent shortages remain the most cited barrier 
to AI adoption in Southeast Asia, cutting across 
company size and industry. Survey data show 
that one in five executives identify talent as the 
single biggest challenge, making it the region’s 
top barrier to value capture.

Companies are responding by expanding 
their hiring and upskilling efforts at pace. Over 
the past 12 months, six in ten organizations 
have hired data scientists, and a similar share 
have added data engineering and technology 
architecture talent. Despite lower reported 
demand for product owners and AI translators, 
many firms are likely developing these roles 
internally, recognizing their critical function 
in linking AI solutions to business needs and 
enabling cross-functional collaboration. 

Singapore has taken steps to address the AI 
skills gap through a concerted national effort, 
primarily under its National AI Strategy 2.0 
(NAIS 2.0). A cornerstone of this strategy is 
the development of a pipeline of local AI talent 
across creators, practitioners, and users. The 
government has also committed substantial 
investments into AI compute, talent, and industry 
development. The TechSkills Accelerator (TeSA) 
initiative is actively upskilling the broader 
workforce—including nontech professionals—in 
AI and gen AI to boost general AI literacy and 
empower companies to adopt AI solutions, with 
the goal of growing the pool of AI practitioners. 

Skills scarcity is a 
bottleneck to scaling AI 
across enterprises
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Technology and data 
foundations need to be 
integrated and strengthened  

A strong technology and data foundation is the 
backbone of enterprise AI value creation. Yet for 
some organizations in Southeast Asia, legacy 
infrastructure and fragmented data sets continue 
to slow progress. Roughly one in ten executives 
cite data quality and availability as a key barrier 
to adoption, and integration challenges rank 
among the top hurdles overall. Many companies 
operate hybrid environments where modern 
cloud platforms coexist with older core systems, 
making it difficult to scale AI models reliably or 
move from pilots to production. As Alexander 
Seminiano of BPI noted, “AI should be at the core 
of digital use—it’s not just another layer of  
digital use.”  

AI risk guardrails should be 
embedded to scale trust and 
responsible use

Fewer than one in ten executives in Southeast 
Asia cite AI-related risks as a primary barrier 
to AI usage—yet this finding reflects growing 
awareness and active risk management, rather 
than complacency. Most organizations recognize 
that as AI use expands, trust, accountability, and 
responsible governance will become critical 
enablers of scale. 

Regional survey data show that 41 percent 
of companies have experienced negative 
consequences from AI inaccuracy and  
21 percent report cybersecurity incidents. 
However, a majority is already taking steps 
to address these issues: More than six in ten 
companies are actively mitigating AI inaccuracy, 
and over half are strengthening cybersecurity 
controls (Exhibit 8).

“Despite substantial investment and ambition 
in AI, many organizations in Southeast Asia still 
face the challenge of closing structural AI talent 
gaps—from sourcing qualified leaders to upskilling 
practitioners at scale to retaining critical expertise. 
The organizations that sustain meaningful impact 
from AI are those that systematically build and scale 
AI capabilities across their workforce.”

McKinsey commentary 
Robert Robert 
Principal data scientist
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AI risks that have caused negative consequences by organizations, % respondents

Most companies report taking proactive steps to address AI 
inaccuracy, cybersecurity, and regulatory compliance.

Cybersecurity
Personal/individual privacy
Explainability

Inaccuracy

Workforce/labor displacement
Regulatory compliance
Intellectual property infringement
Unauthorized or unintended action
Equity and fairness
Organizational reputation
National security
Political stability
Physical safety
Environmental impact
Not applicable
None of the above

41
21

17
14
14

13
11

9
9

8
3
3
3

2
7

26

AI risks that are being actively managed and/or mitigated by organizations, % respondents

Cybersecurity
Personal/individual privacy
Explainability

Inaccuracy

Workforce/labor displacement
Regulatory compliance
Intellectual property infringement
Unauthorized or unintended action
Equity and fairness
Organizational reputation
National security
Political stability
Physical safety
Environmental impact
Not applicable
None of the above

61
58

42
26

21
46

36
26

20
25

9
6

7
10

2
2

Exhibit 8

AI in Southeast Asia: An era of opportunity      44



Higher performers 
are pursuing AI 
boldly 
While collaboration sets the conditions for 
growth, company level discipline determines 
who captures value. Global benchmarking shows 
that only a small group of high performers—
around 6 percent of organizations worldwide—is 
realizing significant EBIT impact from AI, which 
is defined as deriving 11 percent or more of their 
2024 EBIT directly from AI use (Exhibit 9). 

The limited EBIT gains seen so far across 
Southeast Asia highlight a structural challenge—
one that echoes earlier digital and analytics 
transformations. Global McKinsey research 
shows that while most organizations can 
experiment with AI, only those that build the right 
organizational and technological foundations 
succeed in capturing sustained value. These 
companies drive enterprise transformation 
through innovation, growth, and decisive 
execution, offering lessons for organizations in 
Southeast Asia seeking to scale AI-led value 
creation. 
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Mayank Wadhwa, president of Microsoft ASEAN, 
said, “A ‘frontier firm’ is, in our view, where human 
ingenuity and AI work in lockstep to unlock new 
business models and competitive advantage 
across a simple success framework—whether 
 it’s enriching the employee experience, 
reinventing customer engagement, reshaping 
business processes, or bending the curve 
of innovation. . . . The ones that are really 

successfully scaling AI are the ones that are 
embracing this frontier firm mindset. They 
aren’t just adopting AI—they are becoming 
frontier firms, looking at human ingenuity and 
AI to work in lockstep on the business model 
and competitive advantage.” (See sidebar, 
“Key takeaways from an interview with Mayank 
Wadhwa, president, Microsoft ASEAN”)

Extent to which respondent’s organization intends to use AI to change its business in the next 3 
years,1 % of respondents

Southeast Asia’s AI high performers are twice as likely to expect 
enterprise-wide, transformative change.

Southeast Asia

All othersAI high performers2

Little or no change

Global

Little or no change

Incremental change Significant change Transformative change

Incremental change Significant change Transformative change

1Asked only of respondents who said their organizations have adopted AI in at least 1 business function. Respondents who answered “Don’t know/Not 
applicable” not shown.

2AI high performers are companies in Southeast Asia with annual revenues above US $250 million that both attribute >5 percent of EBIT to AI use and report 
capturing “significant” value from AI. AI high performers n = 29; all other n = 184.

Source: McKinsey State of AI in Southeast Asia Survey 2025. 213 participants from organizations with over US $250 million in revenue

2

7

0

0

20

48

10

42 41
34

30 28

48

22

50

14

2.2x

3.5x

Exhibit 9
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In this discussion, Mayank Wadhwa, Microsoft’s ASEAN president, talked about the significant 
potential of AI adoption in Southeast Asia, and about Microsoft’s role in empowering organizations in 
the region to become “frontier firms.”

Wadhwa first highlighted the huge upside of the growing digital economy in Southeast Asia. He said, 
“When I look at the market, I look at a [US] $1 trillion opportunity by 2030, focused purely on the digital 
economy,” adding that he thought the region could be the fourth or fifth largest economy in the world 
by then. 

Commenting on the use of AI in Southeast Asia, he told us that the region is “not only a consumer of 
AI but also a cocreator,” with diverse ecosystems and tripartite partnerships between government, 
academia, and industry. In his view, the adoption of AI in the region is shifting from “Why AI?” to “How 
fast can we scale responsibly?”

Wadhwa talked about how companies can become successful AI adopters, or what he calls frontier 
firms—companies where “human ingenuity and AI end up working in lockstep to unlock new business 
models and competitive advantage across a very simple success framework: having a clear business 
outcome, embedding AI into workflow, and focusing on people strategy and culture.”

To realize the AI potential, however, Southeast Asia has certain challenges that need to be overcome. 
Wadhwa elaborated on these: “First, we have to start with the people . . . there is a talent shortage 
in finding AI skilled professionals.” Second, he emphasized the challenge around infrastructure and 
integration, and third, around security and data protection.

With respect to the last point, Wadhwa was clear: “Before we have a conversation on AI, I always tell 
my customers: security, security, security—and then you can have AI because, unless you have the 
foundations of both security and data, you will not be unlocking the value of AI.” He explained that 
Microsoft focuses on responsible AI frameworks, transparency, security by design, and guardrails and 
governance. 

The conversation also focused on sustainability. Wadhwa emphasized that Microsoft is committed 
to sustainability, with the goal of being “carbon negative, water positive, and zero waste by 2030.” To 
that end, the organization’s multitude of data centers around the world have to be run in a sustainable 
manner: Carbon emissions are addressed by using renewable biofuels; zero water evaporation for 
cooling is achieved by adopting chip-level cooling [direct-to-chip liquid cooling] through a closed 
loop; and waste is reduced through a global circularity program to ensure that the company is zero 
waste by 2030.

Mayank Wadhwa is the president of Microsoft ASEAN. 

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with 
Mayank Wadhwa, president, Microsoft 
ASEAN

Key takeaways
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Southeast Asia’s AI high performers are twice as likely to redesign 
workflows.

Note: Figures may not sum to 100%, because of rounding.
1Question: "To what extent do you agree or disagree that senior leaders at your organization demonstrate true ownership of and commitment to its AI 
initiatives?” Asked only of respondents who said their organizations have adopted AI in at least 1 business function.

2Question: “Which of the following statements describe your organization’s workflows after deploying AI?” Asked only of respondents who said thier 
organizations have adopted AI in at least 1 business function.

3AI high performers are companies in Southeast Asia with annual revenues above US $250 million that both attribute >5 percent of EBIT to AI use and report 
capturing “significant” value from AI. AI high performers n = 29; all others n = 184. 

Source: McKinsey State of AI in Southeast Asia Survey 2025. 213 participants from organizations with over US $250 million in revenue

Extent of agreement that senior leaders demonstrate true ownership and commitment for AI 
initiatives,1 % of respondents

Respondents who report fundamental redesign of organization’s workflows after deploying AI,2 
% of respondents

AI high 
performers3

All others

AI high 
performers3

All others

10

6 4 20 51 19

3 38 48

29

55

 Strongly disagree  Disagree  Neither agree nor disagree  Agree  Strongly agree

100

Exhibit 10

Transformative ambition, 
not incremental 
improvement

High performers are more than three times 
as likely as peers to hold an enterprise-wide 
AI vision and treat AI as core to business 

reinvention rather than a collection of pilots. 
They define clear value targets, secure senior 
sponsorship, and align investment accordingly. 
In Southeast Asia, almost eight in ten of the 
respondents in high performers see strong 
senior leadership commitment for AI initiatives 
(Exhibit 10).
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Repeatable scaling through 
workflow redesign
Instead of layering AI on top of existing 
processes, high performers are nearly twice 
as likely to redesign how work gets done—
embedding AI into product development, supply 
chain management, and customer engagement. 
This integration ensures repeatable scaling and 
measurable outcomes. 

 
Leading organizations formalize frameworks 
to decide when human validation is required, 
ensuring models remain accurate, reliable, and 
compliant. This structure enables scaling with 
confidence and accountability. 
 
 
 
 
More than one in three high performers 
allocate over 20 percent of their digital budgets 
to AI, several times the share of peers. About 
three-quarters of them are already scaling AI 
use cases across the enterprise, compared 
with one in three among other companies.

Examples from within Southeast Asia mirror 
these global patterns. PETRONAS, Malaysia’s 
national oil and gas company, aligns AI 
directly with its business strategy rather 
than pursuing technology in isolation. “The 
business strategy is our AI strategy,” its chief 
data scientist, Dr. Rajamani Sambasivam said. 
This integration has enabled PETRONAS 
to deliver over 85 percent of digital value 
from AI and data science initiatives (see 
sidebar “Key takeaways from an interview 
with Dr. Rajamani Sambasivam, chief data 
scientist, PETRONAS). Similarly, PatSnap 
has embedded AI in its core product and 
operations, using automation and data-driven 
decision-making to expand globally and 
sustain rapid growth.

These experiences show that value creation 
depends as much on organizational 
mindset as on technology maturity. High 
performers combine bold ambition with 
rigorous execution, making AI both a source 
of competitive advantage and a catalyst for 
transformation.

Investment at a different 
magnitude and pace

Institutionalized governance 
and human oversight
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In this interview, Dr. Rajamani Sambasivam discussed how PETRONAS, Malaysia’s national oil and 
gas company, views AI as a business tool to be used in a value-based approach.

Sambasivam explained that PETRONAS has been on an AI journey since 2017, with a clear focus on 
aligning AI with business strategy rather than technology. He said, “A technology-first strategy to AI 
can lead to misplaced focus and overhyped expectations, detracting from business-driven solutions.”

“The business strategy is our AI strategy,” he told us. “We didn’t want to make a separate AI strategy 
or a digital strategy. We wanted to enable the business strategy through AI or digital.” This approach 
has led to over 85 percent of the value being delivered through digital solutions coming from AI and 
data science.

While PETRONAS has seen a good adoption of AI, sustaining these solutions over time can be a 
challenge, as Sambasivam told us: “The value for the organization doesn’t come by doing new things 
all the time but by consistently using the tools that have been deployed, day in and day out.” 

To address this, PETRONAS has implemented a citizen analytics program that, as Sambasivam said, 
focuses on “real-life problem-solving rather than theoretical training.” It has upskilled over 26,000 
employees and more than 5,000 have been trained to build machine learning models. 

The company recognizes the importance of a value-based approach to scaling AI, particularly in an 
organization with complex, industrial operations. He explained, “We need to identify which data is of 
more value for the moment, work to improve it, develop a good map, solve that problem, demonstrate, 
and then go and improve data elsewhere.” 

PETRONAS has been working on developing a comprehensive technical inventory, as well as a 
set of skills levels for data scientists, ensuring that the right capabilities are built and maintained. 
Sambasivam said, “We have defined the skill sets, with levels of skill numbered from one to five. And 
in every domain, we have a 20-skills minimum.” This framework helps to evaluate and develop the 
necessary skills, ensuring that the organization can sustain its AI initiatives and continually improve its 
data quality.

Dr. Rajamani Sambasivam is the chief data scientist at PETRONAS.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.

Key takeaways from an interview with  
Dr. Rajamani Sambasivam, chief data 
scientist, PETRONAS

Key takeaways
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Moving from piloting 
to performance
For most Southeast Asian enterprises, the next 
stage is to translate AI use into repeatable value. 
The region’s early movers have built momentum, 
but scaling impact requires disciplined focus 
on a few high-value priorities (see sidebar, 
“Key takeaways from an interview with Derrick 
Goh, group chief operating officer DBS Bank, 
and Nimish Panchmatia, chief data and 
transformation officer DBS Bank”). 

Five actions  could help companies strengthen 
execution and move closer to the performance 
frontier.

Prioritize value-dense journeys: 
Two to three areas can be identified 
where AI could move the needle within 
six to 12 months, such as customer 
acquisition, risk management, or supply 
chain optimization. By concentrating 
investment and talent in these domains, 
tangible impact can be demonstrated 
and organizational confidence boosted.

Redesign, don’t overlay: Workflows 
can be reimagined so that AI informs 
decisions, automates routine tasks, and 
frees capacity for higher-value work, 
and is not just an add-on to existing 
processes. Embedding AI into end-
to-end processes could help drive 
efficiency and consistency.

Build a scalable foundation: 
Organizations can consider 
investing in reusable data products, 
model catalogs, and secure cloud 
infrastructure. This could help reduce 
duplication and accelerate deployment 
across functions and markets.

Focus on usage and change: 
Usage and business outcomes can 
be carefully tracked—not just the 
technical metrics. Employees can be 
trained to integrate AI into their work 
and be encouraged to use AI through 
performance measures and incentives.

Balance governance with innovation: 
By establishing proportionate 
guardrails, accountability could 
be ensured without stifling 
experimentation. Responsible scaling 
can help build trust internally and 
externally, allowing companies to 
innovate more confidently.

These steps may appear pragmatic, but in 
combination they could separate those who pilot 
from those who perform—helping organizations 
embed AI into the business and generate 
sustained returns.

1

2

3

4

5

AI in Southeast Asia: An era of opportunity      51



In this interview, Derrick Goh and Nimish Panchmatia discussed DBS Bank’s AI journey over the past 
decade, its current status, and its future aspirations.

Talking about the bank’s move into AI, Panchmatia explained, “We have been on an AI journey for over 
ten years now, of which the last five years have seen significant intensity.” This long-term investment 
in AI has allowed DBS Bank to rapidly scale the use of the technology to deliver better and quicker 
services, particularly in customer service and risk management. 

He elaborated, saying, “We aspire to be an AI-enabled bank with a heart,” and added that the 
bank has moved beyond thinking of just finding more use cases, focusing instead on how AI can 
fundamentally change the bank’s interactions with customers and employees in an empathetic and 
human-centric way.

Key takeaways from an interview with 
Derrick Goh, group chief operating officer, 
DBS Bank, and Nimish Panchmatia, chief 
data and transformation officer, DBS Bank

Key takeaways

“Organizations in Southeast Asia are rapidly 
progressing on getting their infrastructure set 
up for scaling AI. However, there continues to be 
an opportunity to get the intelligence in terms 
of domains and use cases to get the return on 
investment from AI. The winners will be those who 
are able to take the opportunity to reimagine their 
business and workflows, rather than purely using 
AI to digitize existing processes. Technology is the 
enabler, but the impact will be across every function 
in the entire organization.”

McKinsey commentary 
Saurish Basu 
Associate partner
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Goh provided a concrete example of this transformation, explaining that AI-equipped chatbots are 
now handling customer queries in a more sophisticated manner: “Unlike NLU [natural language 
understanding], which is a single-question, single-answer technology, virtual assistants powered 
by generative AI can take a conversation in any direction you want.” This approach is designed to 
enhance the customer experience and operational efficiency, with the ultimate goal of minimizing 
branch visits and manual processes. However, should a customer require further assistance, a 
customer service officer remains available.

Goh also emphasized the importance of data quality and infrastructure, stating that DBS Bank took 
the foundational step of spending many years building a robust data lake. This effort ensured that the 
data was accurate, with proper lineage and metadata, making it ready for AI applications. 

The combination of high-quality data and advanced AI models was a game changer and essential for 
driving meaningful innovation and value. He explained that even the most sophisticated AI models 
are only as good as the data on which they are trained, and that the management of these models is a 
critical skill for organizations looking to adopt AI.

DBS Bank faces several challenges to the widespread adoption of AI in financial services. Goh 
highlighted these issues, saying, “The barriers are largely related to the fact that we operate in multiple 
markets, and we have to adapt and comply with the data localization requirements.” For example, 
some jurisdictions have stringent regulations requiring on-premises solutions for AI, requiring more 
steps to apply models developed in other markets.

Goh addressed concerns about how AI would transform jobs, saying, “The end goal is not about 
cutting head count. The focus should be about how do we serve customers better, how do we 
become more efficient and effective to meet the needs of the customers.” He added, “The significant 
big AI use cases are largely in call centers and in software code writing. . . . Other areas of material 
impact would be on augmenting human capabilities by providing them [with] the tools to enhance 
their effectiveness.”

Both Goh and Panchmatia spoke of how the cultural mindset of employees is crucial for the 
successful integration of AI, with a focus on demonstrating the value and benefits of AI tools. 
Despite initial skepticism, employee adoption of AI increased significantly once the technology had 
demonstrated its value. Panchmatia noted, “Once it becomes useful to daily life, the resistance barrier 
drops.” 

DBS Bank is preparing for the next frontier in AI, particularly agentic AI. Goh highlighted this by 
commenting, “We are at this dawn of agentic AI. The very rapid change that happened over the last 
few months is quite stunning, and I see these developments in AI as a significant turning point for 
businesses and the workforce. So, while DBS is deeply engaged in all aspects of traditional AI in terms 
of the use of structured data, the additional use of unstructured data in banking with generative AI has 
opened many opportunities of how we can serve customers better.”

Derrick Goh is the group chief operating officer of DBS Bank, where Nimish Panchmatia is the chief 
data and transformation officer.

Comments and opinions expressed by interviewees are their own and do not represent or reflect the 
opinions, policies, or positions of McKinsey & Company or have its endorsement.
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Chapter 4: 
The way forward—
building an enabling 
ecosystem collaboratively   
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Southeast Asia’s AI journey has reached 
a pivotal moment. Use is widespread and 
investment is rising, yet so much more value 
could be tapped. As companies move from 
experimentation to scaling, the next challenge 
is to convert early momentum into measurable 
economic and social impact. Achieving this will 
require two shifts: stronger collaboration across 
the ecosystem, and greater discipline within 
organizations.

Governments, technology providers, and 
enterprises each have a role to play in shaping 
the conditions for AI to flourish responsibly. At 
the same time, high-performing organizations 
are already showing what it takes to create value 
at scale—anchoring AI in strategy, embedding 
it in operations, and investing boldly in people 
and technology. Together, these collective and 
individual actions could determine whether 
Southeast Asia can transform early AI adoption 
into sustained competitive advantage.

No single stakeholder can unlock AI’s potential 
alone. The region’s next stage of growth will 
depend on collaboration across government, 
industry, and academia to build the 
infrastructure, skills, and governance needed 
to scale AI responsibly.

Governments: Initiatives such as national 
AI strategies, sovereign data frameworks, 
and coordinated funding programs could 
help align incentives across markets. 
Regional collaboration—through ASEAN-
level guidelines and cross-border data 
frameworks—may be critical to enable scale in 
a fragmented regulatory landscape.

Technology providers: Technology 
companies now have a unique opportunity 
to localize solutions for Southeast Asia’s 

diverse markets. By coinvesting in shared 
infrastructure, cloud and compute resources, 
and multilingual model development, 
capability gaps could be narrowed and 
inclusivity increased. Supporting open 
standards and providing access to safe, 
responsible AI tools could help smaller 
enterprises participate in the AI economy.

Enterprises: Companies could foster 
collaboration by partnering with academia and 
start-ups to accelerate innovation. Sharing 
best practices, codeveloping sector data sets, 
and participating in regulatory sandboxes 
could not only speed adoption but also 
enhance trust.

Training providers and academic 
institutions: Education and training play a 
vital role in ensuring professionals remain 
equipped with the skills needed to thrive in 
a rapidly evolving landscape. Training and 
academic institutions could not only design 
and deliver courses that address emerging 
industry demands, but also continually 
update curriculums in response to shifting 
requirements. By collaborating with industry 
experts, these organizations could develop 
practical learning experiences that reflect real-
world job needs, helping learners stay relevant 
and prepared for the future.

The region’s AI ecosystem has already 
demonstrated that coordinated action is 
possible—with initiatives such as Singapore’s 
AI Verify Foundation and Malaysia’s national 
AI road map.47 Prudential’s Global AI Lab, 
launched in Singapore, is a partnership with 
government agencies and leading academic 
institutions that seeks to advance AI in 
insurance and health care.48 In Indonesia, 
the Golden Vision for AI Transformation 
exemplifies how the private sector, 
government, and academia can collaborate to 
accelerate technology adoption.49 Expanding 
such partnerships across borders could help 
Southeast Asia scale responsibly and lead 
with impact.

A collaboration 
agenda for  
Southeast Asia
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“Southeast Asia’s dynamic diversity across 
languages, culture, and economic development 
provides one of the most exciting opportunities to 
accelerate the development of AI—the demographics 
of the region have seen it leapfrog many technology 
developments; AI is unlikely to be an exception.”

McKinsey commentary 
Vinayak HV 
Senior partner

Creating an enabling 
ecosystem 

The ability of companies to scale AI depends 
on the ecosystem around them—the policies, 
infrastructure, and partnerships that shape how 
innovation spreads. Governments, regulators, 
academia, and technology providers could 
accelerate progress by taking action in the 
following key areas.

Enable trusted data flows: Innovation could 
be encouraged by harmonizing cross-border 
data frameworks and privacy standards, while 
protecting consumers. Investments in regional 
data infrastructure could reduce costs and 
support local model development.

Expand regional talent pipelines: Skills 
shortages could be addressed through stackable 
credentials, apprenticeships, and cross-border 
mobility programs. Regional initiatives could 
balance talent supply and demand, while 
fostering collaboration between universities  
and industry.

Promote responsible AI at scale: To ensure 
AI systems are safe, fair, and reliable, shared 
testing facilities, model evaluation standards, 
and incident-reporting mechanisms could be 
established. A regional repository of responsible-
AI best practices could guide both enterprises 
and regulators.

Catalyze sector collaborations: By facilitating 
partnerships in high-impact industries, such 
as health care, finance, and manufacturing, 
data sets and reference models could be 
codeveloped. Shared assets could accelerate 
innovation and attract investment for solutions 
that address regional challenges.

Strengthen infrastructure and inclusion: 
This could be achieved by expanding cloud and 
compute capacity, while ensuring equitable 
access for smaller enterprises and emerging 
markets. Infrastructure readiness—combined 
with digital inclusion—could determine how 
widely AI’s benefits are distributed.
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A coordinated focus on these enablers could 
help Southeast Asia build a connected, 
trusted AI ecosystem that amplifies enterprise 
innovation and establishes the region as a leader 
in responsible, inclusive AI growth.

Southeast Asia stands at an inflection point in 
its AI journey. The region’s early momentum—
driven by a young, digitally savvy population, 
growing private investment, and active public 
sector leadership—has created a strong 
foundation for progress. Digital use is rapidly 
accelerating, yet barriers are holding back 
Southeast Asia from becoming a global AI hub, 
one in which all size companies can realize value 
from AI.

Taking into account the promising, yet still 
challenging, state of AI in Southeast Asia, 
the next phase will hinge on execution: How 
effectively enterprises, governments, and 
technology partners can work together to 
translate ambition into sustained value and  
kick-start the era of opportunity.

By deepening collaboration, investing boldly 
in talent and data foundations, and scaling AI 
responsibly, Southeast Asia could move from 
rapid adoption to enduring impact. The region 
has the opportunity not only to accelerate its 
own growth but also to shape what responsible, 
inclusive, and successful AI leadership looks like 
for the world.
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All analyses and statements made or produced in this publication (“Publication”) are based on 
prevailing assumptions and facts, at the date of this Publication. All analyses and statements (both 
oral and written) made in this Publication are for informational purposes only and do not have regard 
to the specific objectives, financial situation, or particular needs of any specific person or entity. All 
analyses and statements expressed (both orally and written) in this Publication deal only with the 
matters expressly discussed herein. All analyses and statements made in this Publication do not imply 
the prediction or expression of any opinion whatsoever. 

While the information and opinions herein are based on sources believed to be reliable, this has not 
been independently verified. Accordingly, no representation or warranty, express or implied, is given 
as to the accuracy, completeness, fairness, timelines, or correctness of the information or opinions 
contained herein for any particular purpose. No duty of care or any responsibility to any party is 
assumed by the authors, whether in contract or in tort (including without limitation, negligence, 
or breach of statutory duty). Similarly, no liability is assumed by the authors for any direct, special, 
indirect, consequential, or incidental damage, or any other loss or damage or expenses of any kind 
arising from any use of the information herein (including without limitation, any error, omission, or 
misstatement herein, negligent or otherwise). Furthermore, all analyses and statements made in 
this Publication that are not statements of historical fact constitute “forward-looking statements”; 
these may include, but are not limited to, statements regarding expected financial position, business 
strategy, plans and prospects, state of relevant business sectors or markets, as well as the situation of 
global or regional economics, or the economics of a certain country. Such forward-looking statements 
involve known and unknown risks, uncertainties, and other factors that may cause actual results, 
performance, and achievements to be materially different from any future results, performance, or 
achievements expressed or implied by such forward-looking statements. 

Given the risks and uncertainties that may cause actual future results, performance, or achievements 
to be materially different from those expected, expressed, or implied by forward-looking statements 
in this Publication, no reliance is to be placed on such analyses or statements. Any responsibility for 
the implementation of the arrangements discussed in this Publication resides with the reader. The 
authors accept no responsibility for or liability arising from the implementation of the arrangements, or 
from failure to implement the arrangements in accordance with the facts as stated, or in accordance 
with any recommendations made or views expressed herein.

This Publication or parts thereof shall not be reproduced in any form whatsoever without the prior 
written consent of the Publishers.

Legal disclaimer

AI in Southeast Asia: An era of opportunity      60



AI in Southeast Asia: An era of opportunity      61



1	 “The state of AI in 2025: Agents, 
innovation, and transformation,” 
McKinsey, November 5, 2025.

2	 Gigit Onag, “Intra-Asia route gets 
bandwidth upgrade as SJC2 cable goes 
live,” Light Reading, July 18, 2025.

3	 “Southeast Asia dataset,” International 
Monetary Fund, April 2025.

4	 ASEAN’s private markets: Coming 
together for growth, ASEAN Business 
Advisory Council, April 2025.

5	 ASEAN economic community strategic 
plan 2026–2030, ASEAN  member 
states, May 26, 2025.

6	 “Sea reports third quarter 2021 results,” 
Sea Limited, November 16, 2021.

7	 “Why ASEAN matters,” US–ASEAN 
Business Council, September 2023.

8	 “Why ASEAN matters,” US–ASEAN 
Business Council, September 2023.

9	 “The world shows cautious optimism 
about AI products and services,” 
Artificial Intelligence Index Report, 
Stanford University Human-Centered 
Artificial Intelligence (HAI), 2025; 
“Advantage Southeast Asia: Emerging 
AI leader,” Access Partnership, October 
2, 2024.

10	 James Andrew Lewis, “Cloud 
computing in Southeast Asia and 
digital competition with China,” 
Center for Strategic and International 
Studies, August 7, 2023; Kimberley Kao, 
“Amazon Web Services firms bets on 
Asia AI demand,” Wall Street Journal, 
June 17, 2025.

11	 “AWS launches infrastructure region 
in Thailand,” Singapore Press Center, 
About Amazon, January 8, 2025.

12	 “AWS to invest an additional S$12 billion 
in Singapore by 2028, and announces 
flagship AI programme,” Singapore 
Press Center, About Amazon, May 7, 
2024.

13	 L. Choudhary, “Google pours $2b for 
Malaysia data center, Google Cloud 
region,” Tech in Asia, May 30, 2024.

14	 “Alibaba opens third data centre in 
Malaysia,” Star, July 3, 2025.

15	 “Tencent Cloud launches its first 
internet data centre in Indonesia 
to meet growing demand for 
digitalization,” PR Newswire, April 11, 
2021.

16	 “Huawei and MDES signed MoU to 
establish Thailand as a regional AI hub,” 
PR Newswire, December 18, 2023.

17	 For further information, see cloud.
google.com/customers/tokopedia.

18	 Cordon, M., “Tokopedia and TikTok 
complete mega merger as GoTo closes 
profitable Q4,” Tech in Asia, January 31, 
2024.

19	 Widianto, S., “YouTube and Shopee 
partner in Southeast Asia e-commerce 
tie-up,” Reuters, September 18, 2024.

20	 36Kr English, “Temu expands into 
Thailand, takes cautious approach to 
Southeast Asia,” KrASIA, August 6, 
2024.

21	 “Opening remarks by Minister 
Josephine Teo at Workato’s launch of AI 
lab,” MMDI, November 7, 2025.

22	 Krist Boo, “Singapore doubles down 
on AI with 800 new training spaces, 
500 business projects,” Straits Times, 
July 9, 2025; “SIT x NVIDIA AI Centre 
(SNAIC),” Singapore Institute of 
Technology, February 2025; “IBM and 
NUS announce intent to establish a 
research and innovation center with 
aim to accelerate advanced research to 
drive adoption of AI innovations within 
Singapore,” IBM, August 15, 2024; 
“Backbase deepens commitment to 
Vietnam with launch of first global AI 
center of excellence in Ho Chi Minh 
City,” Backbase, July 31, 2024.

23	 “Singapore’s smart leap: Digital 
Minister Teo on AI transformation,” 
McKinsey, January 5, 2026.

24	 Yogeshi Hirdaramani, “How ASEAN’s 
first large language model will support 
businesses,” GovInsider, February 23, 
2024. 

25	 “Malaysia launches national AI office for 
policy, regulation,” Reuters, December 
12, 2024; “Microsoft will invest  
$2.2 billion in cloud and AI services 
in Malaysia,” AP, May 2, 2024; Elina 
Noor and Binya Kanitroj, “Speaking in 
code: Contextualizing large language 
models in Southeast Asia,” Carnegie 
Endowment for International Peace, 
January 6, 2025.

26	 “Southeast Asia start-ups miss out on 
region’s AI-fuelled tech boom,” Straits 
Times, January 31, 2025.

27	 Olivia Poh and Saritha Rai, “Southeast 
Asia has $60B AI boom, but its own 

startups are missing out,” Bloomberg 
News, December 19, 2024; AI industry 
landscape report 2025, a joint report 
by MoonFox and China Europe 
International Business School (CEIBS) 
AI and Management Innovation (AIMI) 
Research Center, March 25, 2025; Tech 
in Asia analysis.

28	 Olive Poh and Bloomberg, “Southeast 
Asia has $60 billion AI boom, but its 
own startups are missing out,” Fortune, 
December 19, 2024.

29	 For further information, see 
SGInnovate.com.

30	 For further information, see central.
mymagic.my.

31	 “SEA startups secure $1.7 billion amid 
$60 billion global tech boom,” Tech in 
Asia, December 20, 2024.

32	 Stu Woo, “One of the biggest AI 
boomtowns is rising in a tech-industry 
backwater,” Wall Street Journal, October 
7, 2024.

33	 Rich Miller, “In AI arms race, data 
centers are the table stakes for 
hyperscale players,” Data Center 
Frontier, August 8, 2024; “Thailand 
approves $2.7 billion of investments in 
data centres, cloud services,” Reuters, 
March 17, 2025; Matthew Gooding, 
“Haoyang Data buys land for 300MW 
Thailand data center,” Data Centre 
Dynamics, June 18, 2025.

34	 “SJC2 optical submarine cable in 
operation,” NEC Corporation, July 18, 
2025.

35	 Yadav, N., “PLDT launches Apricot 
subsea cable landing station in Digos, 
Philippines,” Data Center Dynamics, 
March 24, 2025.

36	 Stu Woo, “One of the biggest AI 
boomtowns is rising in a tech-industry 
backwater,” Wall Street Journal, October 
7, 2024.

37	 “Flash Survey: The sustainability 
opportunities—and risks—companies 
see in AI,” S&P Global, January 
23, 2025; Energy and AI report, 
International Energy Agency, April 
2025.

38	 Shadrina Nadhila and Dr. Dinita 
Setyawatic, From AI to emissions: 
Aligning ASEAN digital growth with 
energy transitions goals, Ember, May 27, 
2025.

Endnotes   

AI in Southeast Asia: An era of opportunity      62



39	 “Driving sustainable innovation 
for society,” Google Data Centers, 
accessed September 2025.

40	 Official Microsoft Blog, “Microsoft will 
be carbon negative by 2030,” blog 
entry by Brad Smith, January 16, 2020; 
Official Microsoft Blog, “Sustainability 
commitment progress and update,” 
blog entry by Lucas Joppa, July 14, 2021.

41	 “Two guides unveiled at ASEAN digital 
ministers’ meeting (ADGMIN) 2024,” 
Personal Data Protection Commission 
(PDPC) Singapore, February 2, 2024.

42	 ASEAN guide on AI governance and 
ethics, Association of Southeast 
Asian Nations (ASEAN), February 2, 
2024; for further information about 
Malaysia’s National AI Office, see 
ai.gov.my/about-naio; “ACCeSsLab: 
Analytics, computing, and complex 
systems laboratory,” Asian Institute of 
Management, accessed October 2025.

43	 Indonesia: “The Indonesian National 
Strategy on Artificial Intelligence,” 
Digiwatch, July 2020; Malaysia: 
Malaysia “National Artificial Intelligence 
Roadmap 2021–2025,” Malaysian 
Ministry of Science, Technology & 
Innovation (MOSTI), August 2021; 
Jun-E Tan, Rachel Gong, Khoo Wei 
Yang, and Nik Syafiah Anis Nik 
Sharifulden, AI governance in Malaysia, 
risks, challenges and pathways 
forward, Khazanah Research Institute, 
January 2025; The Philippines: “The 

National Artificial Intelligence Strategy 
Roadmap 2.0 (NAISR 2.0),” The 
Philippines’ Department of Trade and 
Industry, July 2024; “PBBM: Make best 
use of AI for national dev’t,” President of 
the Philippines’ Communication Office, 
May 21, 2025; Singapore: “National 
Strategy 2.0 to uplift Singapore’s social 
and economic development,” SCAI, 
December 4, 2023; “Leaving no one 
behind will determine the success of 
Smart Nation 2.0,” GovInsider, October 
10, 2024; Thailand: “Thailand national 
strategy and action plan (2022–2027),” 
AI Thailand, 2021; “The national 
strategy for artificial intelligence 
research, development and application 
through 2030,” Ministry of Science 
and Technology, Department of High 
Technology, January 26, 2021; Vietnam: 
“Vietnam leads region in AI application 
with 20% annual growth,” Vietnam+, 
June 13, 2025; Sudhanshu Singh, 
“Vietnam passes first-ever law on 
digital technology industry,” Vietnam 
Briefing, June 19, 2025.

44	 The relatively high regional standing 
partly reflects the composition of the 
sample. These six economies account 
for the vast majority of Southeast Asia’s 
GDP and digital activity, representing 
the region’s more digitally advanced 
markets. Smaller frontier economies, 
such as Brunei, Cambodia, and Lao 
PDR, are not included in this data set, 
which helps explain why Southeast 
Asia appears ahead of the broader 

Asia–Pacific (excluding China and 
India) average. 

45	 “Development of micro, small, and 
medium enterprises in ASEAN 
(MSME)—overview,” Association of 
Southeast Asian Nations (ASEAN), 
accessed October 2025.

46	 “The digital divide amongst MSMEs in 
ASEAN,” a chapter in ERIA Research 
Project Report No. 20, Research 
Institute for ASEAN and East Asia 
(ERIA), September 20, 2024.

47	 The AI Verify Foundation is a 
nonprofit organization established 
by Singapore’s Infocomm Media 
Development Authority to harness the 
open source community to develop 
and promote the AI Verify testing 
framework and tool kit for responsible 
and trustworthy AI. It aims to boost 
global AI testing capabilities and 
assurance standards, providing a 
neutral platform for open collaboration 
on AI governance. Malaysia’s broader 
National AI Roadmap 2030 aims to 
position Malaysia as an ASEAN and 
regional AI hub by 2030, promoting a 
responsible, innovation-driven, and 
competitive AI ecosystem. 

48	 “Prudential officially launches global 
AI Lab in Singapore,” Prudential, 
November 19, 2024.

49	 Kevin Delaney, “Indonesia’s ‘golden 
vision’ for AI transformation,” Cisco, July 
17, 2024.

AI in Southeast Asia: An era of opportunity      63



February 2026 
© Copyright 
McKinsey & Company 
Singapore Economic Development Board: Reach us at client_services@edb.gov.sg
Tech in Asia

@McKinsey / @singapore_edb / @techinasia
@mckinseyco / @singapore_edb / @techinasia
https://www.linkedin.com/company/mckinsey/
https://sg.linkedin.com/company/singapore-economic-development-board
https://www.linkedin.com/company/tech-in-asia/

https://www.mckinsey.com/
https://www.edb.gov.sg/
mailto:client_services%40edb.gov.sg?subject=
https://www.techinasia.com/
https://x.com/McKinsey
https://x.com/singapore_edb
https://x.com/techinasia
https://www.instagram.com/mckinseyco/?hl=en
https://www.instagram.com/singapore_edb/?hl=en
https://www.instagram.com/singapore_edb/?hl=en
https://www.instagram.com/techinasia/?hl=en
https://www.linkedin.com/company/mckinsey/
https://sg.linkedin.com/company/singapore-economic-development-board
https://www.linkedin.com/company/tech-in-asia/

