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Manufacturing Jobs as a % of U.S. Employment
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Price Drives Offshoring
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China FOB Price % of US
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Resloring Iniafive Restoring Balance

“#Reshoring/Onshoring: U.S. companies bringing
back manufacture of products that will be sold or
assembled here.

e FDI (Foreign Direct Investment): Similar logic.
Different owner.

e Localization: Producing near the consumer.
e Nearshoring: Mexico or Canada.
e Friendshoring: Other allies




Reshoring + FDI Jobs Announced per Year
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Reshoring + FDI Job Announcements
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Mfg. Employment is Beating the Trend by 7 Million
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BLS Manufacturing Employment, Millions
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Reshibring ITHative US Manufacturing Construction Spending
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Computer/Electronic/Electrical
B Chemical
Food/Beverage/Tobacco
Transportation Equipment
Nonmetallic Mineral
B Plastic/Rubber
Fabricated Metal
B Other

Source: Source: March 1, 2024; Graph created by @JosephPolitano using US Census data,
https://twitter.com/JosephPolitano/status/1763611580292292637/photo/1
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resiorngiiiane - GEOPOlitical Tensions With China Threaten
- Supply Chains

Commentary: Paul Bingham, director of transportation consulting in

the economics and country risk division of S&P Global.

e "you’d be foolish to depend on a steady supply at a low cost from
China, given what might happen geopolitically”

e “By diversifying supply chains you’re buying insurance, which is
really what it boils down to, so that your business can survive if
there is ever an enormous disruption in the relationship with
China.”

Source: Freight Waves and American Shipper, October 14, 2022, “Global trade at the crossroads: Risks from geopolitics, inflation loom”,
https://www.freightwaves.com/news/global-trade-at-crossroads-geopolitical-risks-loom-inflation-abounds



Supply Chain Focus Reset:
From Cheapest Price To Revenue Impact
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R e Revenue impact = the new way to define
critical suppliers
‘ . Revenue/Customer e Shift focus from largest spend to revenue

Impact

Impact
B e Protect continuity of supply = protecting
“Change in mindset, from focusing the prOfitS
et oo o oo N se. @ Shift from cost savings bonus targets to
supplying products with the greatest revenue impact bonus targets

potential to cut into your company’s
topline. Revenue impact needs to be
the new way to segment and define
critical suppliers.”

Source: World Economic Forum, Oct. 18, 2022, “Resilient supply chains: Why every supplier counts” https://www.weforum.org/agenda/2022/10/supply-
chain-resilience-manufacturing/



nrm jative What do you see as the main drivers for reshoring operations? (Select only the top 3)
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Geopolitical risk exposure
Supply chain resilience

Closer management & oversight
Tariffs/Freight costs

Proximity to customers/domestic market
Brand image (Made in USA)
Quality/Technology advantage
None

IP risk abroad

Wage inflation abroad

U.S. political pressures
Currency exchange

Regulatory environment

Other

0 5 10 15 20 25 30 35 40 45 50
Respondents were asked to select up to three options.

Source: Chief Executive, May 2023, “Reshoring Revolution: A Special Report” https://chiefexecutive.net/special-report-reshoring-
revolution/
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Defending Democracy: “The goal of US policy
should be to prevent major war.”
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e “It is cheaper to sustain a favorable order than rebuild one that has been
shattered.”

e "The US must find, in wars that are already occurring, the urgency needed
to prepare for what may come.”

e “Use what wars in Ukraine and the Middle East have revealed about a
deteriorating global order — and a feeble defense industrial base — to
iImpel the larger rearmament program that can ease those tradeoffs by
expanding America’s overall production capacity.”

Hal Brands, Henry Kissinger Distinguished Professor

at Johns Hopkins University’s School of Advanced International Studies

Source: Bloomberg, March 17, 2024, “It's Looking a Lot Like World War Il Out There” https://www.bloomberg.com/opinion/features/2024-03-17/it-s-
looking-like-world-war-ii-out-there-with-russia-china-
iran?cmpid=BBD031824 BIZ&utm_medium=email&utm_source=newsletter&utm_term=240318&utm_campaign=bloombergdaily
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Which Country Should
Design U.S. Industrial Policy?
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“Americans cannot choose whether or not the US
economy should be subject to trade and industrial
policies, but must instead choose whether these
trade and industrial policies are to be designed at

home or abroad.”

Source: China Financial Markets by Michael Pettis, July 16, 2024, “Which Country Should Design U.S. Industrial Policy?”
https://carnegieendowment.org/china-financial-markets/2024/07/which-country-should-design-us-industrial-policy?lang=en



https://carnegieendowment.org/china-financial-markets/2024/07/which-country-should-design-us-industrial-policy?lang=en

CPA Tariff Model Shows 10% Universal
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Case Study:

e 10% tariff on all US imports

e Restraining imports stimulates
domestic industry growth

e Domestic industry hires more
employees

e Government uses new tariff
revenue ($263B) to cut income tax

Tariff Boosts GDP, Creates Jobs

Results:
Additional GDP of $728B (+2.86%)

2.8 million additional jobs

Household Income increases by
5.7% ($4,252)

Income tax cut for all households
earning <$1M a year

$1,200 tax refund for households
earning <$30,000/year
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CPA: US Dollar Optimization is an Alternative

o S to Boost US Economy

USD is greatly overvalued

« Subsidizes imports

 Makes exports more

expensive, less competitive

Overvaluation w/Chinese RMB
causes trade distortions that far
outweigh current tariff levels
USD overvaluation equivalent
to $72B annual subsidy on
Chinese imports and $25B “tax”
on US exports to China
Current tariffs on Chinese
imports total just $44B

Tariff Penalty vs. Penalty on U.S. Trade from USD Overvaluation
U.S. Trade with China
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Facilities and Transportation Forecast

- " - - -
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e Less finished goods transported E/ W from ports. More N/ S with
Mexico

e Fewer free-standing distribution centers
e More manufacturing facilities: OEMs and suppliers.
e A little less rail, more truck
oJIT:
eLess finished goods inventory
eBetter component inventory turns
e Design some distribution centers to be convertible into factories
e Continued strength in the SE and TX



Ride the Reshoring Wave!
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Contact:

Harrv Moser Useful links:

y _ Total Cost of Ownership Estimator™
Founder and President Skilled Workforce
847-867-1144 Import Substitution Program

harry.moser@reshorenow.orqg Supply Chain Gaps
www.reshorenow.orq
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mailto:harry.moser@reshorenow.org
http://www.reshorenow.org/
http://reshorenow.org/tco-estimator/
http://reshorenow.org/blog/the-reshoring-initiative-s-recommendations-for-a-skilled-workforce/
http://reshorenow.org/import-substitution-program/
https://reshorenow.org/supply-chain-gap-program/
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