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Introduction

After being gutted by production and labor offshoring for decades, suffering extreme sector contraction, and lagging the
broader economy in recoveries, U.S. manufacturing is now showing early signs of a more durable rebound. The key
question is whether this recent trend will be short-lived, as it has in previous episodes, or progress into a sustainable
cycle supported by private investment, rising demand, and structural shifts in global supply chains. Together, these
elements have the potential to usher in a manufacturing renaissance in the United States.

Manufacturing Origins

Before assessing the current resurgence in U.S. manufacturing, it is important to understand how the sector's
composition has evolved. Decades ago, U.S.
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innovation-driven, capital-intensive sectors

such as semiconductors, pharmaceuticals,

aerospace, and advanced chemical manufacturing. In addition to manufacturing accounting for fewer overall jobs than it
did in the 1980s, certain industries within the sector have completely transformed. The U.S. has moved up the value
chain, focusing less on volume-driven, low-margin goods and more on high-value, precision-based production. This shift
helps explain why today’s manufacturing rebound looks different from past cycles, with growth increasingly tied to
technology, intellectual property, and strategic supply chains rather than traditional industrial output.

Manufacturing Mania?

Recent data suggests momentum is building. The ISM Manufacturing Index is a monthly survey of purchasing managers
that tracks key components of manufacturing activity, including new orders, production, employment, and supplier
deliveries. A reading above 50 signals expansion, while a reading below 50 indicates contraction. The index is closely
watched because it acts as a timely, forward-looking indicator of economic momentum, often signaling turning points in
the manufacturing sector before they appear in hard data like Gross Domestic Product (GDP). The ISM Manufacturing



Index has now expanded for three consecutive months for the first time since 2022, signaling a shift back to growth
territory. While this alone does not confirm a full-cycle recovery, it reflects improving conditions across the industry.

At the same time, a surge in manufacturing investment is laying the foundation for longer-term growth. Roughly $1.6
trillion in announced industrial projects since the start of 2025 highlights one of the largest buildouts in decades, with
capital flowing into semiconductors, advanced computing, pharmaceuticals, and energy infrastructure. The transition
underway is not simply about producing more; it’s about producing differently. This transition reflects a critical
competitive advantage in innovation, technology, and productivity rather than low-cost manufacturing. The current
cycle is therefore not a return to the past, but an evolution toward a more advanced and specialized industrial future.

Government Stimulus

The recent wave of manufacturing investment is being driven by a fundamental shift in how companies approach supply
chains and more supportive, strategically motivated government policy. At the corporate level, reshoring has moved
from a theoretical concept to an active strategy. In recent years, geopolitical events have exposed the fragility of global
supply chains, prompting companies to prioritize reliability alongside cost efficiency. Companies like Apple and Taiwan
Semiconductor Manufacturing Company Limited (TSMC) have committed to over $400 billion in investments to build
manufacturing capabilities at home and reduce overseas dependency.? Producing closer to end markets helps reduce
transportation costs and mitigate geopolitical risks, while advancements in automation have made domestic production
more economically viable despite higher labor costs.
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treatment for equipment and R&D,
allowing manufacturers to immediately deduct the cost of machinery, automation, and innovation investments. This
effectively allows companies to lower taxable income while encouraging faster capital deployment.? These incentives
are lowering the cost of domestic production and supporting investment, giving U.S. manufacturers the tools to build,
scale, and innovate with confidence.

Companies executing reshoring strategies are achieving 30-50% reductions in supply chain disruption costs and
improving delivery reliability,> and policy support is making those decisions more economically attractive. This
combination is helping to drive a meaningful expansion in domestic manufacturing capacity.

Conclusion

The resurgence in U.S. manufacturing is not simply a cyclical rebound in activity, but the result of a multi-decade shift in
what the country produces and how it develops those products. As the U.S. has grown beyond low-cost, labor-intensive
manufacturing, it has established a leadership position in high-value, innovation-driven industries. The current wave of
investment, supported by both private capital and public policy, reflects this evolution and reinforces the sector's
positive long-term outlook. With capital being deployed at scale and supply chains being reoriented, the foundation for
sustained industrial activity is taking shape. The next phase will depend on whether production and demand can rise to
meet expanding capacity. Should that be the case, today’s momentum could be sustained for years to come.
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Economic Definitions

ISM Manufacturing Index: The Manufacturing ISM Report On Business is based on data compiled from purchasing and supply
executives nationwide. Survey responses reflect the change, if any, in the current month compared to the previous month. For each
of the indicators measured (New Orders, Backlog of Orders, New Export Orders, Imports, Production, Supplier Deliveries,
Inventories, Customers' Inventories, Employment and Prices), the report shows the percentage reporting each response, the net
difference between the number of responses in the positive economic direction and the negative economic direction, and the
diffusion index. A PMI reading above 50 percent indicates that the manufacturing economy is generally expanding; below 50 percent
indicates that it is generally declining.

GDP: Gross domestic product (GDP) measures the final market value of all goods and services produced within a country. It is the
most frequently used indicator of economic activity. The GDP by expenditure approach measures total final expenditures (at
purchasers' prices), including exports less imports. This concept is adjusted for inflation.
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