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INDONESIA

Doug Bohn, Orr & Boss, highlights the current potentials of what is now the largest economy in the southe

The Indonesian paint and
coatings market

ndonesia is a large and growing market

for paint and coatings companies. At

US$2.3bn, it is the fifteenth-largest
paint and coatings market in the world. It
is growing faster than every larger paint
and coating market except for China
and India. The economy itself is diverse
with industries ranging from agriculture,
oil & gas, automotive, furniture & wood
products, and many others. Thus, it
offers ample opportunities for all paint &
coatings companies.

H BACKGROUND ON INDONESIA
AND ITS ECONOMY
The largest economy in Southeast Asia,
Indonesia is the world’s fourth most
populous nation and 16th largest economy.
The country’s economy has grown at a
strong rate over the last 20 years and that
strong economic growth should bode
well for growth in the paint & coatings
market. During the 20-year period from
1999 to 2019, the Indonesian economy
grew at a Compound Annual Growth Rate
(CAGR) of 5.3%. The COVID-19 pandemic
resulted in GDP declining by 2.1% in
2020 and growing at 3.7% in 2021. Going
forward both the IMF and World Bank are
forecasting GDP growth rates above 5%
from 2022 to 2027.

The Indonesian government is
seeking to develop Indonesia’s maritime
resources and pursue other infrastructure
development, including significantly
increasing its electrical power generation
capacity. The expected continued increase
in infrastructure should result in further
increases in the paint & coatings market in
the future.

Given the economic growth, the
expectation is that the middle class will
continue to grow. The expectation is that
Indonesia will add tens of millions of people
to the middle class by 2030 making it one
of the countries with the largest middle
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class population increases. The strong
growth in the Indonesian middle class will
result in strong growth in the paint and
coatings market.

Urbanisation has also grown
significantly in Indonesia. The percentage
of Indonesians living in the cities has
risen from 42% in 2000 to 57% in 2020
according to the World Bank. Jakarta,
Surabaya, Bekasi, Bandung, and Medan
are the five largest cities in Indonesia
all with populations of greater than two
million people. The urbanisation rate is
an important driver of paints & coatings
demand as domestic migration means
consumers adopt a different lifestyle which
has positive impacts on the demand for all
kinds of finished and consumer goods.

Not only is the population large with a
growing middle class that is urbanising,
but it is also relatively young. The median
age is 29.7 years old in Indonesia. Hence
a lot of Indonesians are entering their
prime spending years and this should help
drive the overall economy and the paint &
coatings market.

H BACKGROUND ON THE GLOBAL
PAINT & COATINGS MARKETS
Before discussing the Indonesian paint
& coatings market, a summary of the
2021 global and Asian paint and coatings
markets offers perspective. The global
paint and coatings market was estimated
to be US$174bn and 46.2bn litres in 2021.

- = Asia 46%

= Europe 23%

The 2021 global paint & coatings market
was worth US$174bn

= North Am 18%
Latin Am 6.5%

= Mid East & Africa 5.5%
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The 2021 Asian paint & coatings market
was worth US$80bn

Asia is by far the largest region accounting
for 46% of the global coatings value. In
2022, we expect the global market to grow
by a 2.7% volume rate and 12.7% value
rate. We forecast that the global paint &
coatings market will be US$196bn in 2022.
As Asia is such large geography, we
break it up into smaller sub-regions. Greater
China which includes China, Taiwan, Hong
Kong, and Macau is 59% of the Asian paint
and coatings market. Southeast Asia is
the fourth largest sub-region in Asia and is
8.5% of the Asian paint & coatings market.
Southeast Asia comprises Indonesia,
Thailand, Malaysia, Vietnam, Philippines,
Singapore, Myanmar, Cambodia, and
Laos. Of these countries, Indonesia is the
largest at US$2.2bn which makes it 32% of
the total Southeast Asian paint & coatings
market. The next largest Southeast Asian
paint & coatings market is Thailand at
US$1.2bn; Indonesia is nearly twice as
large as the next largest paint and coatings
market in Southeast Asia and is one of the
key drivers of that region’s market.

B THE INDONESIAN PAINT

AND COATINGS MARKET
This strong growth in the economy led
to paint & coatings volume CAGR to be
6.8% since 2008. The total Indonesian
market for paint & coatings is estimated to
be US$2.4bn in 2022. This is the value of
all paint sold by the paint manufacturing
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= Decorative 50%
= Ind Maint & Protective 15.5%
= Wood 8.5%
Gen. Ind. 8.5%
= Auto OEM 3%
= Powder 3%

= Rigid Can Packaging 3%
= Auto Refinish 2.5%
m Flex Pkg 2%

= Marine 1.5%
m Coil 1.5%

= Other Trans 1%
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The 2021 Indonesia paint & coatings
market was worth US$2.4bn

companies and is not to be confused with
the retail value of paint sold.

The third chart above shows the
breakdown of the Indonesian paint &
coatings sector by segment.

Like all regions of the world, decorative
coatings is the largest segment and stands
at 50% of the value. Second is industrial
maintenance and protective coatings.

This segment includes coatings that are
used in infrastructure-related projects
like power generation, bridges, and other
infrastructure projects as well as coatings
that are used in oil & gas applications.
This segment is buoyed by increases in
infrastructure spending as well as the oil
& gas segment in Indonesia. Indonesia
produces 650,000 barrels of oil per day
which is significantly lower than the world’s
major oil-producing economies.

Industrial wood coatings are the third
largest segment. Applications include
furniture, cabinetry, flooring, and on other
wooden products like trim and doors.
Indonesia has a strong wood processing
industry due to its large tropical forests. The
United States Department of Agriculture
estimates that at least 68M hectares have
been allocated to production purpose forest
in Indonesia.

General industrial coatings is the fourth
sizeable sector of note and is a catch-all
category and includes all paint and coatings
used in manufacturing applications that are
not captured in other segments. Automotive
OEM is relatively large in Indonesia due to
the presence of well-known global brands
like Volkswagen, Toyota, and Honda. In
2021, Indonesia produced 1.1M vehicles.

Earlier in the year, we had forecast
growth of 10% value growth for 2022 this
year in Indonesian paint and coatings
market. Given the uncertainties caused by
the Russia-Ukraine war and the interest
rate increases to contain inflation, the
global economy will slow this year and
the expectation is that the economies in
Southeast Asia and Indonesia will slow
as well. We anticipate that overall paint
& coatings growth will be lower than
our earlier prediction. However, over the
longer term we expect the paint and

coatings market in Indonesia to grow at a
healthy rate. Our forecast for 2022-2027
is that paint and coatings volume in the
Indonesian will grow at a 6% CAGR.

Bl CONCLUSION

Overall, we are optimistic about the future of
the Indonesian paint and coatings market.
The expected economic growth, growth in
the middle class, urbanisation rate, and the
relative youth of the population all bode well
for its growth. Throughout the rest of this
decade, we expect the Indonesian paint

& coatings to grow at volumes of 6% or
greater. Decorative coatings should benefit
from this growth but so too should other
segments like protective, wood, ACE, and
other industrial coatings segments. |

Author: Doug Bohn, Orr & Boss
Email: dbohn@orrandboss.com,
Website: www.orrandboss.com
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expected number and volume of “smoke”
generating processes at the jobsite.

“Differences in particulate size, type,
and the desired number of air exchanges
per hour, as well as other factors should be
considered,” says Bush.

According to Bush, one of the most
versatile commercial air purifiers for
industrial applications utilises multiple
stages of filtration to remove 97% of
particulate down to .01um and cleans
up to 2000ft® per minute of indoor air.
First, a pre-filter catches larger debris in
the airstream like bigger pieces of dust
or particulate. Next come two separate
electrostatic cells, each with two stages
of electrostatic air purification. In the first
stage, the smoky air is drawn through
the particle ioniser. Here, the smoke in
the air is given a negative charge. The
second stage is a collection plate, where
the charged particles of smoke and
contamination are attracted to each plate
and trapped. The contaminants remain
on the filter plates until they are removed
when the filter is washed.

Finally, an activated carbon filter traps
any remaining contaminants as well as
odour molecules by adsorption inside the
pore structure of the carbon substrate. After
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passing through the commercial filtration
systems, purified air flows back out into the
indoor work area.

“Manufacturers benefit from a longer
filtration section because the longer the
particles are filtered, the more likely they are
to be trapped,” says Bush.

He notes that the commercial air
purifier’s filtration section is 10-inches thick,
including the dual electrostatic cells that
provide over 26,000in? of collection area
for contaminated particles. The compact
dual cell design allows more air change
cycles for the available space than other
technologies while keeping operational
noise to a minimum.

jakeair
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According to Bush, the air purification
units are often used in industrial settings
like welding rooms, paint preparation areas,
machine shops and manufacturing floors.
To suit the specific design of the room, the
units are typically hung from the ceiling by
chains or mounted to a wall.

In terms of reliability, the electrostatic
cells in the industrial air purifiers are built to
last with non-corrosive materials. “Some
of our cells have been in service for more
than 30 years,” says Bush. The air filtration
units are made in America with heavy-duty,
all-steel construction for durability.

As industry seeks to safeguard worker
health and increase productivity, the use
of advanced smoke eater air purifiers that
continuously cleanse indoor air will become
more prominent. The ability to tailor the
air filtration system to accommodate the
manufacturer or processor’s specific needs
will increase its adoption across an even
greater range of applications. |

Company: LakeAir
Tel: +1 800 558 9436
Website: www.lakeair.com
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