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Resource-rich Asia

supports new growth areas

As Asia progresses on its path to achieve sustainable
development, opportunities will emerge across a wide
range of sectors. But for now, the region’s energy

and transport sectors, backed by natural resources,
are seeing major green developments that hold
significant investment potential.

Asia’s natural resources are among the richest and most
diverse in the planet’, many of which have underpinned
the region’s rapid growth for decades. Asian countries are
some of the world’s top producers of agricultural, fishing,
forest, and mining products. But this growth has come at
a price to the environment. With climate change being the
single biggest threat to the region’s future growth, Asian
governments are increasingly incorporating sustainability in
their economic agendas.

Given that Asia’s energy and transport sectors are
responsible for a large portion of the region’s carbon
emissions, many of the sustainability projects are centred on
clean energy transition and green transport. We believe that
the opportunities for sustainable growth are enormous as
the region accelerates its decarbonisation efforts.

In Case for Asia, we highlighted sustainability as one of
the key future growth drivers for the region. Sustainability
starts with the “greening” of resources. The biggest impact
will be on the region’s resources industry as it is typically at
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the start of any global value chain. To this end, the region
is powering ahead with developing clean energy resources,
namely renewable energy, and hydrogen.

RENEWABLE ENERGY ON THE RISE

Renewable energy (RE) is a form of clean energy derived
from nature i.e., solar energy, wind energy, hydroelectric
energy, geothermal energy, and biomass. Asia has
approximately 45% of the global share of installed RE
capacity with China, India, and Australia owning half of

it. See Fig 1. Within ASEAN, more than 80% share of RE
capacity sits in Vietnam, Thailand, the Philippines, Malaysia,
and Indonesia.?

Three quarters of global net generation capacity additions

in recent years have been in solar and/or wind generators.?
See Fig 2. Most countries are self-sufficient when it comes
to solar and/or wind resources; many Asian countries can
harness all-year round of solar irradiation at a low cost to
the environment. A key advantage of renewables is there is
no risk of supply disruption in case of a war or trade dispute.

Asia’s overall power mix is forecast to see a continuous
increase in renewable capacity to 63% by 2035, from 40%
in 2022. Various countries have ambitious renewable energy
roadmaps. For example, Malaysia has a national renewable
energy target of 31% by 2025, backed by large hydro and

Source: 'https://mwww.adb.org/features/natural-resources-conservation-asia-adbs-take. https:/Avww.mckinsey.com/featured-insights/future-of-asia/green-growth-
capturing-asias-5-trillion-green-business-opportunity. 3https:/hk.boell.org/en/2022/10/31/solar-wind-and-clean-hydrogen-asias-energy-transition-without-hype
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Fig 1: Renewable capacity by regions
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Fig 2: Global net generation capacity additions 2016-2021
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solar technology. China’s 14th Five-Year Plan states a target
of requiring 33% of electricity consumption to come from
renewables by 2025. Meanwhile India aims to get 50% of
its electricity requirements from renewable energy sources
by 2030.

Given these targets, the investment opportunities are wide,

ranging from RE power producers to solar and wind turbine
and battery manufacturers to companies extracting minerals
such as nickel and lithium which are used for batteries and
solar panels.

HYDROGEN CAN BE A GAME CHANGER

Hydrogen is another energy resource that is generating
significant interest in the region. It can be produced by natural
gas, coal, biomass, and even renewable power like solar and
wind. One of the key benefits of hydrogen is its potential for
long-duration energy storage. As such it can be utilised as and
when needed. Hydrogen can also be liquefied and transported
easily. Plus, being light weight, it is a good alternative to jet
fuel.
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Hydrogen is starting to feature prominently in many
countries’ long-term energy strategies. Some Asian
countries such as Japan, Korea and India even have
national hydrogen strategies; Japan was one of the earliest
to adopt the ‘Basic Hydrogen Strategy’ in 2017. By 2050,
hydrogen will be a major part of energy markets across
the globe. See Fig 3. China, India, Japan, South Korea,
Europe, and North America will account for 75% of global
hydrogen demand.*

Currently most of the hydrogen is produced from fossil
fuels such as coal and natural gas and termed “grey” as
carbon is still emitted during the process. To meet net
zero emission targets, countries are shifting their focus to
“green” hydrogen — the cleanest form of hydrogen. Green
hydrogen is achieved via a process of electrolysis powered
by renewable energy sources.

Asia is fast becoming a production base for green
hydrogen. China is building the world’s largest solar-
powered green hydrogen factory in Xinjiang.> Likewise
India is banking on its inexpensive solar power to position
the country as a cost leader in green hydrogen while Korea
targets to increase the clean hydrogen ratio to 50% in 30
years and 100% in 50 years.

As the energy transition to hydrogen gains pace, investment
opportunities will also emerge along the entire value

chain. Manufacturers of electrolysers needed to produce
green hydrogen will be in demand as will companies that
provide storage facilities and develop pipelines to transport
hydrogen.

RAW MATERIALS BOLSTER GREEN TECHNOLOGIES

The demand for raw materials is set to rise with the
transition to clean energy; copper, zing, silicon, nickel are
some of the key minerals used in clean energy technologies.
Lithium, nickel, cobalt, manganese, and graphite are
important for battery performance. Rare earth elements are
needed for permanent magnets that go into wind turbines.
Copper and aluminium are vital for electricity networks.

Fortunately, Asia is rich in many of these materials. For
example, Indonesia and Philippines have large reserves of
nickel while China has copper, graphite, lithium, and rare
earth. Others such as bauxite, tin and rare earth elements
can also be found throughout the region. Investing in the
region’s mining companies can be one way to capitalise this
opportunity.

Fig 3: Hydrogen demand by region
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Source: “https://hydrogencouncil.com/wp-content/uploads/2022/10/Global-Hydrogen-Flows.pdf. >https:/Avww.scmp.com/news/china/science/article/3188751/china-

building-worlds-largest-green-hydrogen-factory.
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Fig 4: Minerals used in selected clean energy technologies
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Given the transportation industry is one of the largest
carbon emitters in the region, the switch to electric vehicles
(EVs) plays a big role in Asia’s net zero journey. By 2025,
20% of all vehicles in the region will be electric.® Currently
China is the world’s largest EV manufacturer. Meanwhile
Thailand, Indonesia and Vietnam are also pushing ahead
to develop their domestic EV markets. The EV investment
opportunity extends beyond manufacturers to battery
makers, a key component of EVs. As the demand for

EVs and batteries rise, so too will the demand for critical
minerals required to produce them.

GROWING DEMAND FOR ALTERNATIVE FOODS

Besides the opportunities to be had from Asia’s clean
energy transition, there are other upcoming sectors that
deserve special mention, namely food. By 2030, almost
half of the global population will live in Asia. As such,
ensuring the region’s food security is vital. Food resilience

is now part of many national agendas with the aim of
achieving self-sufficiency. Moreover, as Asia’s agriculture
sector contributes significantly to climate change, improving

farming practices and pushing ahead with innovative food
alternatives will help support the region’s sustainability
agenda.

There is growing interest in tech-based food solutions,
especially alternative protein products. Demand for plant-
based meat sector is on the rise; according to Bloomberg
Intelligence, Asia Pacific will likely dominate the global plant-
based protein market, reaching USD64.8 billion by 2030
from USD13.5 billion in 2020.7 The good news is that many
Asian countries are able to also supply the raw materials
(mung beans, soybeans etc.) required to manufacture plant-
based protein products.

Agrifood waste is another area to note given that it is a
potential resource to produce biofuels and value-added
chemicals; Indonesia’s liquid waste from palm oil production
can be converted into biogas while fibres from banana
waste are being used to create fashion products. Agri
companies that adopt green tech-based solutions to have
better harvests and mitigate food waste will likely do well.

Source: éInternational Renewable Energy Agency. ’https://Awww.bloomberg.com/company/press/plant-based-foods-market-to-hit-162-billion-in-next-decade-projects-

bloomberg-intelligence/
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KEY TO SUSTAINABILITY IS CIRCULARITY

To truly achieve sustainable development across the region,
it is also vital to promote a circular economy. A circular
economy aims to reduce, reuse, and recycle materials. By
reusing materials, the circular economy can turn waste into

a resource and unlock many new business opportunities and
create a host of new jobs, from recycling and repair to digital
and innovation-driven work.

Several Asian countries have adopted ad hoc circular
economy policies. But to achieve a regional circular economy,
a formal framework is needed. The good news is that ASEAN
adopted a Framework for Circular Economy in October 2021
in which five strategic priorities were identified; one amongst
them is the efficient use of energy and other resources.
Nonetheless, more integrated and holistic policies are

needed to bring about tangible economic and environmental
benefits.
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This is the last in our series of 4 articles where we
provide insights into Asia and the region’s consumer,
supply chains and resources.
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