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Forget the rosy headlines and the politician-speak about ASEAN'’s “resilience” or
“strategic recalibration.” The numbers don’t lie and ASEAN is sliding into dangerous
territory, and the signs are eerily similar to the 1997 financial meltdown that gutted the
region. Back then, the Thai Baht crashed, dragging the whole neighbourhood down
with it. Today, it's the Indonesian Rupiah taking a nosedive in which worse than
anything we saw in ’97 and it's a screaming warning that no one wants to hear.
Politicians and their ignorance are playing dumb, but the data is crystal clear: ASEAN’s
economies are slowing, vulnerabilities are piling up, and the next global recession

could hit harder than anything we’ve seen before.
The 1997 Déja Vu

In 1997, the Thai Baht imploded, losing half its value after Thailand ditched its peg to
the U.S. dollar, triggering a domino effect in which regional currencies tanked, banks
failed, and economies shrank by double digits across ASEAN. Indonesia’s GDP alone
contracted by 13.5% with Indonesian Rupiah losing 80% of its value by early 1998,
while Malaysia’s Ringgit and the Philippine Peso shed 40% each.?

Fast forward to March 2025, and the parallels are chilling. The Indonesian Rupiah has
already slid to 16,500 against the dollar, down 15% since January alone and the lowest
point in 27 years, eclipsing the 1997-98 depreciation rate in both speed and severity.3
Thailand’s auto exports, a supposed pillar, grew a measly 1.2% in Q1 2025, while
Malaysia’'s GDP growth slowed to 4.8% in Q4 2024,* down from 5.1% the prior year.
Vietnam’s export turnover in January 2025 saw a 6.6% decrease compared to the

previous month and a 4% decline year-on-year.®

L https://www.officialdata.org/indonesia/inflation/1998

2 https://www.jstor.org/stable/2645677

3 https://www.reuters.com/markets/currencies/indonesia-cbank-says-rupiah-weakness-reflects-global-
domestic-factors-2025-03-25/

4 https://www.businesstimes.com.sg/international/malaysias-economic-growth-may-slow-4-8-q4-below-
forecast

5 https://vnaturevietnam.com/vietnams-import-export-performance-in-early-2025/
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The Rupiah’s Fall

Let’s talk straight about Indonesia, the region’s economic heavyweight. Its Rupiah isn’t
just declining, it's now on track to fall below the all-time low of 16,800 recorded in June
1998. The currency hitting levels unseen since the Suharto era’s collapse. In mid-
January 2025, Bank Indonesia stunned markets with a 25-basis-point rate cut to
5.75%, hoping to juice growth as GDP slowed to 4.5% in Q4 2024 from 5.1% a year
earlier. The result? The Rupiah tanked to its lowest in six months, shedding 8% in a
single week. Inflation, meanwhile, ticked up to 2.1% in February 2025, above the
central bank’s 1.5-3.5% target range, driven by imported goods and a weakening

currency.

Compare this to 1997, when the Rupiah’s float led to a 70% drop in six months. Today’s
decline is steeper in its early stages, fuelled by more than $6 billion in capital outflows
since January 2025 which is echoing the $10 billion exodus of 1997.7 As the world's
largest nickel reserve holder, global nickel prices have slumped 15% since mid-2024,
slashing export revenues. Indonesia’s current account deficit widened to 2.8% of GDP
in Q4 2024, an increase from 1.9% a year ago. This isn't just an isolated issue; it's a

warning flare for the region's unravelling.
The Numbers Don’t Lie

The latest figures paint a darker picture. Regional GDP growth is stalling at 4.7% for
2024, down from 5.1% in 2023.8 Thailand’s auto sector, once a powerhouse, is
flatlining at 2.8% growth in quarter 4 the same year, battered by weak exports.
Vietnam’s electronics boom is fading as export growth dropped to 8% in 2024 from 12%
in 2023.° These aren’t “short-term headwinds.” They signal something far more

worrying.

6 https://thediplomat.com/2025/03/indonesias-rupiah-falls-to-lowest-level-since-asian-financial-crisis/

7 https://noi.pikiran-rakyat.com/economic/pr-4049116035/foreign-capital-outflows-reach-idr-1033-trillion-in-
last-week-of-february-indonesian-stock-market-pressured?page=all

8 https://www.mfat.govt.nz/assets/Trade-General/Trade-Market-reports/ASEAN-regional-economic-outlook-
September-2024.pdf

% https://vinacapital.com/wp-content/uploads/2024/02/VinaCapital-Insights-Vietnams-Export-Recovery-Gains-
Momentum.pdf
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These aren’t signs of “strategic recalibration”; they’re symptoms of stagnation. Foreign
investors have turned away from Southeast Asian markets, leading to significant
capital outflows. Stock markets in Thailand (SETI), Indonesia (JKSE), the Philippines
(PSI), and Vietnam (VNI) have collectively recorded a foreign outflow of $4.16 billion
so far this year, the largest first-quarter withdrawal since 2020.'° The ghosts of the

past aren’t just knocking, they’re kicking down the door.
House of Cards

There is a lot of hype surrounding the 'China+1' strategy, with major global companies
like Apple, Samsung, and BYD locating operations in various ASEAN countries. At first
glance, this looks very promising. However, the reality of the situation is often more
complex. These production hubs are less about ASEAN’s allure and more about
dodging US tariffs and EU sanctions. Yes, Malaysia’s semiconductors and Thailand’s
autos are getting a boost, but it's a fragile lifeline. Global supply chains are shifting,
not because ASEAN'’s invincible, but because firms want cheap labour, cheap

electricity and tax breaks.

Should a recession occur, these companies would likely withdraw rapidly, mirroring
the 1997 exodus that left behind abandoned factories. Compounding this vulnerability
is ASEAN's increasing reliance on Chinese capital, which surged to $400 billion in
2024."" However, this investment serves more as a tether than a genuine lifeline,
primarily aimed at mitigating China's own economic slowdown through strategic
sectors like EVs and batteries. Consequently, if China's projected growth of 5% for
2025 proves overly optimistic, the foundation of ASEAN's 'new manufacturing hub'
status would be severely compromised, exposing the region to significant economic
instability.

10 https://www.reuters.com/markets/asia/southeast-asian-stocks-feel-heat-economic-us-tariff-worries-2025-
03-25/?utm_source=chatgpt.com

11 https://news.cgtn.com/news/2024-11-22/China-ASEAN-economic-and-trade-cooperation-accelerates-
1yJDcgmbGag4/p.html
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The Real Danger

ASEAN’s challenge isn't merely bad luck or external shocks, it's the unspoken
structural weakness. The region's financial integration, including initiatives like the
2025 Digital Payments Initiative, remains far from maturity, exposing cross-border
trade to volatility from currency fluctuations. Foreign reserves are thinning as
Malaysia’s foreign reserve dropped to $115 billion in 2025,'? Thailand’s to $244 billion

and Vietnam to only around $80 billion in the same year.

The global recession is no longer a question of if, but when. US GDP growth slowed
to 1.8% in Q1 2025, while Europe’s dipped to 0.9%, signalling trouble for ASEAN’s
export-driven economies, which rely on trade for 60% of their GDP. The Rupiah’s
collapse is just the beginning with Thailand’s Baht, Malaysia’s Ringgit, and Vietham'’s
Dong are likely next. Economic indicators paint a grim picture with stagnating growth,
debt is soaring, and capital is fleeing. ASEAN isn’t adapting, it's replaying 1997 in slow

motion, with a potentially harsher fall ahead.
Conclusion

As ASEAN navigates turbulent economic waters, Malaysia’s role as ASEAN Chair will
be crucial in steering the region through mounting uncertainties. The Indonesian
Rupiah’s plunge is a stark warning, reminiscent of 1997’s crisis but with fewer buffers
to absorb the shock. Old vulnerabilities persist while new pressures mount, making
resilience more critical than ever. Ignoring the warning signs won’t change reality and
the next recession won’t spare this house of cards, and Malaysia’s leadership won't
save it. The truth is blunt, ASEAN is in danger because it never fixed what broke it last

time.
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