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Understanding the nearshoring
and reshoring phenomenon

What’s behind the U.S. manufacturing renaissance,
and what does it mean for the future?

The U.S.isin a manufacturing renaissance as corporations strive to improve supply chain resiliency. U.S. manufacturers are bringing
production back stateside in a phenomenon known as reshoring, while also ramping up production in Mexico and Canada — a strategy
referred to as nearshoring. Meanwhile, foreign direct investment is on the rise as international companies invest in new U.S. facilities.

Together, these trends are creating jobs and driving demand for industrial real estate sites closer to customers, skilled labor and
industry partners.

Driving forces of nearshoring and reshoring

Over the past several years, a series of natural disasters, the COVID-19 pandemic and geopolitical conflicts spotlit the risks of sourcing
goods from a single geography. After decades of concentrating manufacturing overseas, companies began to rethink their global
supply chains and move production sites closer to the end consumer to bolster resiliency and profits. New federal, state and local
government incentives have accelerated the trend.

Federal incentives driving investment

$500 Billion $1.2 Trillion $280 Billion

Inflation Reduction Act (IRA): Infrastructure Investment and Jobs Act Creating Helpful Incentives to
Provides $500 billion in new spending (I1JA): Authorizes $1.2 trillion for Produce Semiconductors (CHIPS
and tax breaks that aim to boost transportation and infrastructure and Science Act: Directs $280 billion
clean energy, reduce healthcare spending (Source: U.S. Department of to bolster U.S. semiconductor
costs and increase tax revenues Transportation Pipeline and Hazardous manufacturing (Source: McKinsey)
(Source: McKinsey) Materials Safety Administration)

The impact of tariffs

Recent U.S. presidential administrations have implemented tariffs to level the playing field and encourage companies to localize
production, but the outcomes haven’t always ended up as planned. Some new tariffs have created a surge in Chinese investment in
Mexico as companies seek to avoid tariffs while getting production closer to U.S. consumers.
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Top industries coming back to the U.S.
Much of today’s reshoring activity involves industries that went overseas decades ago. However, emerging technologies and industries
are also spurring significant investment.

= Clean tech and mobility:
/3& New factories are coming online to produce EVs, battery storage, hydrogen and other solutions that will help drive the
energy transition.

Aerospace:
Companies are ramping up production of drone and defense projects.

9=

Semiconductors:
E} The U.S. has granted billions of dollars in incentives to encourage chip companies to grow or reestablish their
production footprints in the U.S.

Meeting the labor challenges of reshoring

Investments in lean production processes and offshoring led Did you know?

to a dramatic reduction in the U.S. manufacturing industry

since its peak in 1979, shrinking the pipeline of skilled labor Since China entered the World Trade Organization
to work in new facilities. It also costs more to hire American in 2001, the U.S. has lost about 6 million

workers; labor costs in the US are notably higher than in the manufacturing jobs and 71,000 manufacturing
various countries where companies have been manufacturing facilities, according to the Reshoring Initiative.

for decades.

To remain competitive, companies must now consider their

total cost of operations, including logistics, transportation, Finding the right location: The three Ps

tariffs and incentives. Automation offers one way to address As companies bring manufacturing closer to home,
the challenges of high labor costs and workforce shortages. certain regions are benefiting more than others. An
Partnerships with local municipalities, community colleges area’s desirability generally depends on three primary
and trade school programs will also be key to rebuilding the factors—people, power and property—as well as the
talent pool. availability of state and local incentives.

People: Labor availability plays heavily into location decisions. In addition to considering today’s population and
workforce, companies should assess an area’s growth potential by analyzing factors such as housing starts and cost
of living.

Power: Electricity costs and grid reliability matter greatly to manufacturers with power-intensive operations, such as
@ electric vehicle and battery companies. Companies also consider the availability of renewable power to meet
sustainability objectives.

Property: Often, property availability narrows down choices. The current scarcity of U.S. facilities with adequate
@ infrastructure for advanced manufacturing limits options for companies looking to gain speed to market in a second-
generation facility.

Want to learn more on how U.S. manufacturers are working to boost resiliency, improve operational efficiency and cut costs by relocating
their manufacturing facilities closer to home? Contact us.
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