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Executive Summary

Asia is no longer catching up to the West in artificial intelligence — it is forging a parallel
trajectory defined by scale, sovereignty, and structural urgency. As of March 2026, the
Asia-Pacific Al market stands at approximately USD 102 billion and is on course to
surpass USD 735 billion by 2030 at a compound annual growth rate of 34-35%,
according to MarketsandMarkets and Fortune Business Insights. That trajectory is being
driven not by a single country or technology, but by a continent-wide convergence of
government ambition, enterprise deployment, demographic necessity, and foundational
model innovation that no other region can replicate at comparable scale.

China has established itself as the world’s second-largest Al market and, by many practical
measures, the global leader in Al industrial deployment. Its generative Al ecosystem now
includes more than 350 commercially registered large language models, its Al capital
expenditure reached USD 91-98 billion in 2025 alone — a 51% year-on-year increase —
and its Al Plus Action Plan mandates 70% sectoral Al penetration across the economy by
2027. Japan, confronting a demographic crisis and a legacy IT paralysis, has made Al its
single most important economic policy instrument, committing JPY 10 trillion
(approximately USD 65 billion) through 2030 and enacting an innovation-first Al Promotion
Act. South Korea has launched a USD 735 billion sovereign Al initiative, commands more
than 57% of the global high-bandwidth memory market through SK Hynix alone, and
became the second country after the EU to enact comprehensive Al legislation. India has
emerged as the fastest-growing Al market in APAC at a 38.9% CAGR, anchored by the
IndiaAl Mission and a 2.6-million-strong annual STEM graduate pipeline. Taiwan's TSMC
delivered USD 122 bhillion in revenue in 2025 with 58% from high-performance computing
and Al — making the island the single most critical node in global Al infrastructure. And
across Southeast Asia, Indonesia recorded the world’s highest workplace Al adoption rate
at 92%, Malaysia captured 32% of ASEAN Al funding in a single year, and Vietnam
enacted the region’s first dedicated Al law.

The defining tension of this moment is geopolitical. US semiconductor export controls have
constrained China’s access to frontier training hardware while demonstrably failing to slow
algorithmic innovation — DeepSeek’s R1 model, trained for a reported USD 6 million,
matched OpenAl’'s 01 on multiple benchmarks and triggered a global repricing of Al
infrastructure assumptions in January 2025. Taiwan’s concentration of foundational chip
manufacturing capacity at TSMC creates a systemic risk that no amount of geographic
diversification can fully resolve before 2030. And across the region, every major
government is investing in sovereign Al — locally built, locally hosted language models and
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compute infrastructure — as an insurance policy against dependence on US or Chinese
hyperscalers.

The opportunity, however, dwarfs the risk. Asia is contributing approximately 46% of global
economic growth through to 2030, according to the Oliver Wyman Forum, and Al is the
single most important productivity multiplier available to economies facing aging
populations, labor shortages, and structural transformation. Al could add USD 1 trillion in
additional output to Southeast Asia alone by 2030, boost Japan’s GDP by as much as
16%, and contribute USD 550-607 billion to India’s GDP by 2035. For enterprises and
investors, Asia’s Al market is not a future opportunity — it is a present-tense deployment
environment with measurable returns.

USD 102B+ 34.5% 82.4% USD 735B+
APAC Al Market APAC Al CAGR Global Al Patents APAC Al Market
2025E 2025-2030 from East Asia 2030 Forecast
Key Findings

1. The APAC Al market reached approximately USD 102 billion in 2025 and is forecast to
exceed USD 735 billion by 2030 at a ~34.5% CAGR, representing the fastest-growing large
technology market in the world. China accounts for approximately 31% of APAC’s total, India is the
fastest-growing contributor, and Southeast Asia is the most dynamic emerging cluster.

2. Generative Al is the primary growth engine, not a subset. The APAC GenAl segment reached
USD 7.36 billion in 2025 and is projected to reach USD 113.7 billion by 2033 at a 41.7% CAGR,
according to Grand View Research. IDC forecasts GenAl investments in APAC alone will reach
USD 54.5 billion by 2028 at a 59.2% CAGR — the fastest-growing technology spending category
on record. Chinese open-source models (primarily Qwen and DeepSeek) accounted for
approximately 30% of global Al token usage.

3. East Asia dominates Al intellectual output. China holds 69.7% of all global Al patent grants and
produces as much Al research as the US, UK, and EU-27 combined by volume, according to
Stanford HAI's 2025 Al Index. East Asia & Pacific produced 34.5% of all global Al publications in
2023. South Korea leads globally in Al patents per capita at 17.3 per 100,000 inhabitants.
However, the US retains a quality advantage: US Al patents are cited approximately 7 times more
than Chinese patents.
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4. Sovereign Al is the defining strategic theme of 2026. Over 100 countries signed the Bangkok
Declaration in February 2026 committing to Al sovereignty. Every major APAC economy is
building domestically owned models: India’s Sarvam Al, Malaysia’s ILMU, Indonesia’s Sahabat Al,
Singapore’s SEA-Lion, South Korea’'s HyperCLOVA X Think, Japan’s NTT Sarashina, and
Taiwan’s TAIDE. This reflects a shared conviction that Al will be as fundamental as electricity —
and that dependence on a foreign supplier of electricity is a strategic liability.

5. Al adoption breadth is extraordinary but depth remains shallow across most of the region.
Singapore leads APAC with a 60.9% Al diffusion rate among working-age adults (second globally,
behind only the UAE), while South Korea posted the world’s largest gain in H2 2025 (+4.8
percentage points). Yet across the region, only 1 in 10 APAC enterprises considers itself “very
mature” in Al adoption, and over 50% of APAC digital-native businesses remain in the “repeatable”
stage of Al maturity. The infrastructure is in place; execution at scale remains the challenge.

Asia’s AT Moment in Context

To appreciate the significance of Asia’s Al trajectory, it helps to situate it within the broader arc of
the region’s technology development. The first wave of Asia’s internet revolution — dominated by
Japan’s NTT DoCoMo i-mode, South Korea's Cyworld social network, and China’s early portals
(Sohu, Sina, NetEase) — was largely derivative of Western technology but adapted for local
conditions. The second wave — Alibaba’'s e-commerce ecosystem, WeChat's super app
architecture, Line and KakaoTalk's mobile messaging dominance — was genuinely innovative,
building platforms that the West later tried to emulate. The third wave — Al — is different in a
fundamental way: it is being fought simultaneously across hardware, software, infrastructure, and
policy, and Asia is competing at the frontier in multiple dimensions simultaneously rather than
adapting solutions developed elsewhere.

The implications extend beyond technology. Al is now explicitly part of national security strategy in
China, Japan, South Korea, and Taiwan. The US-China technology rivalry, crystallized around
semiconductor export controls, has accelerated Al development on both sides of the Pacific — US
export controls have constrained China’s hardware access while simultaneously creating urgency
that has driven extraordinary algorithmic innovation. Japan has framed Al as the sole viable path to
counteract demographic decline. South Korea has framed Al investment as “the sole pathway” to
address falling birth rates. Singapore has staked its next decade of economic growth on Al hub
status. India sees Al as the mechanism to transition from labor-arbitrage outsourcing to
knowledge-economy leadership.

This combination of economic necessity, geopolitical urgency, and genuine technical capability is
what distinguishes Asia’s Al moment from prior technology waves. It is not optional, and it is not
derivative.
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