
 

 

 

 US Macroeconomics  October 16, 2024 

Troy Ludtka, Senior US Economist | 212.224.5483 | troy.ludtka@smbcnikko-si.com   

  

An American Manufacturing Renaissance? 

Goods manufacturing is being onshored into the US and Latin America. We have long argued that the combination of 

a more aggressive and supportive US industrial policy framework (which carries both bipartisan and public appeal), 

high and rising geopolitical tensions and the scarring effects from Covid supply chain backlogs, could foment a 

fundamental shift in the fabric of the global supply chain. The case was and is clear: a simpler, shorter supply chain 

where industrial production occurs in closer proximity to western consumers would be a logical hedge against supply 

chain vulnerabilities, geopolitical volatility, and shipping costs. This is an increasingly attractive proposition with relations 

between the West and China (but especially the US and China) continuing to deteriorate. 

This is clearly registering as the building of private manufacturing facilities has surged to nearly $240B, which is a record! 

Following a 155% growth spurt since the pandemic recession ended, this item has grown to over 25% of total 

structures investment. Historically this line item only accounted for around 11% of US structures investment (Q4 2019). 

Helping to instigate this has been the CHIPS Act (passed in August 2022) which provided $39B in subsidies for US-based 

semiconductor manufacturing, capital equipment tax credits and $13B for advanced semiconductor research. Since this 

bill passed, real structures investment has increased by a 19.3%.  

Although this future manufacturing activity may come with a larger wage bill, which is generally considered inflationary, 

there are also many efficiencies offsetting much of this impact. For example, there will be a reduced reliance on cargo 

ships trafficking goods through a global network of ports, which was a key source of supply chain backlogs. Even ignoring 

the geopolitical advantage that this creates for the US vis-à-vis China, this critical dynamic means that domestic labor 

demand, economic growth and the neutral rate of interest are likely higher now than in the 2010-2019 period.   

20

40

60

80

100

120

140

160

180

200

220

240

20

40

60

80

100

120

140

160

180

200

220

240

94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24

$
B

illio
n

s
$

B
ill

io
n

s

Value of Construction Put in Place for Manufacturing Structures

Sources: BEA, NBER, Haver, SMBC Nikko 



 

 

 

Disclaimers 

This document is provided by SMBC Nikko Securities America, Inc. (“SMBC Nikko”), the US-registered broker-dealer affiliate 

of Sumitomo Mitsui Banking Corporation, for informational purposes only.  This document was prepared by SMBC Nikko’s 
economist(s).  The views statements, assumptions and forecasts expressed herein are those of the author(s) and do not 
reflect the judgment of any other person or of SMBC Nikko,  It does not constitute an offer, or solicitation of the sale or 
purchase, of securities or other investments. The information contained herein is obtained or derived from sources believed to 
be reliable, but SMBC Nikko and the author(s) make no representations as to its accuracy or completeness. In some cases, 
such information may be incomplete or summarized. This document has been prepared based on assumptions and 
parameters determined by the economist(s) in good faith. The assumptions and parameters used are not the only ones that 
could have been selected, and therefore no guarantee is given as to the accuracy, completeness, or reasonableness of any 

such quotations, disclosures, or analyses.  Past performance is not a reliable indicator of any future results. 

 
This document has been prepared for and is directed at institutional investors and other market professionals, and is not 
intended for use by retail customers.  It does not take into account any specific investment objective, financial situation, or 
particular need of any recipient.  The information contained herein should, for whatever purpose, be used solely at the 
discretion and responsibility of the recipient. SMBC Nikko and its affiliates do not accept any liability or responsibility for any 
results in connection with the use of such information.  Recipients are responsible for making final investment decisions and 
should do so at their own discretion after conducting a careful examination of all documentation delivered prior to execution, 

explanatory documents pertaining to listed securities, prospectuses, and other relevant documents, and their own independent 
analysis and assessment of the merits of any transaction. The financial instruments discussed may be speculative and may 

involve risks to principal and interest. 

Conflicts of Interest Disclosures 
 
The views statements, assumptions and forecasts expressed herein may differ from those expressed in globally branded 
research produced by SMBC Nikko or its affiliates. The trading desks of SMBC Nikko and its affiliates trade or may trade as 
principal in the financial instruments that are the subject of this material, and the author(s) of this document may have consulted 
with the trading desks while preparing this document. The proprietary interests of SMBC Nikko and its affiliates may conflict with 
those of the recipient.  SMBC Nikko and its affiliates may seek to do business with the companies mentioned in this material 
and the trading desks may have accumulated, be in the process of accumulating, or accumulate long or short positions in the 
financial instruments mentioned and may have acquired them at prices no longer available. The trading desks may also have or 
take positions inconsistent with the views expressed in this document or may have already traded on those views.   
 
This material is not a research report, and neither this material nor its author(s) is subject to SMBC Nikko policies and procedures 
that apply to the globally branded research reports and research analysts of SMBC Nikko and its affiliates or to legal requirements 
designed to promote the independence of investment research. It is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. This means that on the date of this document, SMBC Nikko, its affiliates, and their 
respective directors, representatives, or employees, may have a long or short position in any of the instruments mentioned in 
this document and may make a market or trade in instruments economically related to the securities, derivatives or other 
underlying assets mentioned herein, in each case either as principal or as agent. 
 
No part of the author(s) compensation was, is, or will be, directly or indirectly related to the specific recommendations or views 
expressed herein. The personal views of authors may differ from one another. 
 
Distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. 
Recipients of this document are required to inform themselves of and comply with all such restrictions or prohibitions. 
 
© 2023 SMBC Group. All rights reserved. 

 

 

 

 

 


