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MAKE YOURSELF AT HOME: U.S. MANUFACTURING
RESHORING AND FOREIGN DIRECT INVESTMENT
ACCELERATES

Nearly finished automobiles awaiting chips, congested ports with cargo ships idling for weeks, and
warnings of product shortages for the 2021 holiday season: these are scenes from the latest chapter
in the story of supply chain volatility that has persisted throughout the pandemic, causing extreme
pressure on transportation costs and timelines. This volatility, along with latent consumer demand,
tariffs, geopolitical concerns, and risk mitigation around climate change and natural disasters, has
caused firms to consider restructuring their supply chains for long-term resiliency. Consequently, U.S.
manufacturing reshoring, foreign direct investment (FDI), and domestic expansion are all accelerating.

The domestic advanced manufacturing sector is the primary beneficiary of this growth as the number
of firms and jobs in this sector proliferate; 60.5% of all new domestic manufacturing establishments
to emerge between 4Q 2019 (pre-pandemic) and 1Q 2021 were in advanced manufacturing
industries. According to the Reshoring Initiative, reshoring and FDI-driven job announcements are
projected to reach a historic high in 2021 of 220,000, representing an increase of 38.0% from 2020.
The transportation equipment industry registered the most job announcements, largely due to electric
vehicle battery production, and the computer/electronics industry experienced the largest job growth
year over year, with semiconductor/chip investment leading the way. These are sectors of
manufacturing overwhelmingly localized in Asia, and therefore roiled by oceanic freight cost increases
and shipping delays among other catalyzing factors. Two companies, TSMC and Samsung, produce
close to 100% of the global supply of advanced chips, with most of the production occurring in
Taiwan. Both companies have recently made or are exploring major U.S. manufacturing investments.
While these high-profile project announcements have grabbed headlines, there is a widespread
increase in domestic manufacturing capital expenditures across a myriad of advanced manufacturing
sectors. These sectors also stand to benefit from reshoring, FDI and domestic project investment,
particularly those most impacted by disrupted global trade patterns during the pandemic.

THE PANDEMIC HAS ACCELERATED RESHORING AND FDI-
DRIVEN JOB GROWTH

U.S. Annual Job Announcements Due to FDI and/or Reshoring, 2008-2021

250,000
200,000
150,000

100,000

Number of Jobs

50,000

2017

2014
2015 |

2016 |GG
2019 |

2012

™
—
o
N

Source: Newmark Research, Reshoring Initiative. October 2021. 2021 data annualized.

2009 |}

2010 ||

2011 |

2008 |

Manufacturers that depended on a just-in-time supply chain paradigm are adjusting to a just-in-case
model; in doing so, some are moving the point of production closer to the point of consumption in
an effort to reduce costs and disruption. The global supply chain, an intricately delicate network
spanning from the planning and initial sourcing of raw materials to the delivery of the final product,
often involving multiple countries and shipping methods, can take years to change and is cost-
conscious. Some firms doing business in the U.S. may also increase nearshoring to closer
countries such as Mexico, to develop a more resilient domestic supply chain at a more affordable
cost. The shift to a just-in-case supply chain model will be additive, requiring additional U.S.-based
industrial real estate demand for mining, manufacturing, warehousing and distribution. Secondary
markets are particularly poised to benefit thanks to stronger population growth, lower real estate
costs and larger availability of existing space and land on which to build. A focus on fostering
education and skills in the increasingly automated advanced manufacturing sector will be a critical
differentiator for U.S. markets looking to be a destination for foreign manufacturing investment,
domestic expansion and reshoring.

NOTABLE RECENT U.S. MANUFACTURING ANNOUNCEMENTS

Company Industry Market

Computer & Electronic TSMC is under construction on a $12-billion, 2.4-

TEiC Products Feeni million-square-foot production facility.
GM/LG Chemn Transportatlon Nashville GM and LG Chem to invest $2.3 billion in a
Equipment second U.S. battery cell plant.
RerdlER limevaifon Transportanon LOUISVI||§/ Ford_ Motqr and SK I_n_n_ova_‘uon are investing $11.4
Equipment Memphis billion in new facilities in two U.S. markets.
Peloton to invest $400 million in its first U.S.
Peloton Consumer Goods Toledo manufacturing facility, bringing 2,000 jobs to the
area.
Year to date, Thermo Fisher Scientific has
Thermo Fisher Scientific Life Sciences Various announcgd cap|ta_l _lnvestm_ent expendltures
approaching $1 billion to either build new or
expand existing manufacturing facilities.
Source: Newmark Research, Reshoring Initiative, CNBC, Thomasnet.com, ContractPharma.com, October 2021.
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