November 20, 2025

MARKET

SIGHTLINES

U.S. Reshoring and Nearshoring:

A Sustainable Economic Tailwind
By Michael O’Keeffe, Chief Investment Officer

Investors are increasingly worried about market levels and the possibility of an artificial intelligence
(Al) “bubble,” just as U.S. companies are close to wrapping up a much better-than-feared third
quarter earnings season with net profit margins back near cycle highs. Despite the worries, however,
during earnings calls and elsewhere, executives are highlighting a powerful, long-term positive
theme: making more in America. The rewiring of global supply chains is now unmistakable in both
the data and capital spending. What began as a reaction to pandemic-era disruptions has evolved
into a structural reindustrialization cycle that will shape U.S. investment, employment, and
infrastructure in the decades ahead.

THE TAKEAWAY: RESHORING AND NEARSHORING ARE RESHAPING NORTH
AMERICAN INDUSTRY

We believe U.S. industry is entering a new expansionary phase driven by capital investment, policy
support, and modernization. In summary:

e S&P 500 companies are on track to post Q3 2025 earnings and net margins near 13.1%,
well above the five-year average, supporting continued reinvestment.

e Major U.S. and global firms have announced ~$1.5 trillion in multiyear nearshoring and
reshoring investments across technology, pharmaceuticals, and industrials.

e The Al boom is driving a nationwide construction surge — the U.S. now hosts over 5,400 data
centers, more than the next 24 countries combined.

e Government incentives like the CHIPS and Science Act, Inflation Reduction Act, Infrastructure
Investment and Jobs Act, and tariffs, are accelerating corporate decisions to onshore.

e Al and automation are transforming the industrial workforce, creating higher-skilled, higher-
wage manufacturing roles.

e This reindustrialization of America has the strong potential to be a multidecade
transformation, not a transitory investment cycle.
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IN-DEPTH: RESHORING AND NEARSHORING ARE RESHAPING INDUSTRY IN NORTH AMERICA,
ESPECIALLY IN THE U.S. AND MEXICO

The U.S. industrial landscape is entering a new phase of expansion, driven by record levels of capital investment, long-
term policy support, and a modernization of domestic manufacturing. Going deeper:

e S&P 500 companies are on track to post strong earnings for the third quarter:

o The blended (year-over-year) earnings growth rate for the S&P 500 is forecast to be 13.1%.

o Net profit margins expanded from 12.8% last quarter to 13.1%, the highest since 2009.

e Major firms have announced ~$1.5 trillion in multiyear nearshoring and reshoring investments across
technology, pharmaceuticals, and industrials such as:

o Technology: Apple ($600 billion), Nvidia ($500 billion), and IBM ($150 billion).

o Healthcare: Johnson & Johnson ($55 billion), AstraZeneca ($50 billion), Eli Lilly ($50 billion), and
Bristol Myers Squibb ($40 billion).

e The Al boom is driving an accelerating nationwide construction surge:

o The U.S. now hosts over 5,400 data centers, more than the next 24 countries combined.

o Some estimate ~$7 trillion in global data center capex by 2030, with over 40% in the U.S.

o This data center growth and government incentives will drive new U.S. manufacturing for
semiconductors, grid equipment, and advanced cooling.

e These government incentives — like the CHIPS and Science Act, Inflation Reduction Act, Infrastructure
Investment and Jobs Act, and tariffs — are accelerating corporate decisions to onshore. According to an
Institute for Supply Management survey:

o 29% of US. firms are actively reshoring sourcing or production.

o ~96% of CEOs are evaluating or implementing reshoring initiatives.

e Al and automation are transforming the workforce, creating higher-skilled, higher-wage roles:

o Major factory projects are expected to create tens of thousands of construction and engineering jobs
through 2030.

o Companies are deploying advanced automation to enhance efficiency and offset higher domestic
labor costs, transitioning from low-cost overseas labor to more resilient, technology-driven operations
staffed by fewer but higher-skilled, higher-wage workers.

e This reindustrialization of America has the strong potential to be a multidecade transformation:

o The scale and timelines of announced investments show that reindustrialization is unfolding not as a

short-term policy response, but as a long-term capital investment cycle.
CONCLUSION

Even as investors are increasingly worried about an Al “bubble,” the third quarter earnings season went better than
expected. And during earnings calls, and elsewhere, executives are highlighting how they are looking to make more in
—and near — America. While this began as a reaction to pandemic-era disruptions, the movement has evolved into a
structural reindustrialization cycle that will shape investment, employment, and infrastructure in in the U.S. for decades
to come.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or
statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
notice and do not take into account the particular investment objectives, financial situation, or needs of individual investors. There is no guarantee that the
figures or opinions forecasted in this report will be realized or achieved. Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times,
release written or oral commentary, technical analysis, or trading strategies that differ from the opinions expressed within.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated with international
investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets may involve greater risk and volatility
than investing in more developed countries. Due to their narrow focus, sector-based investments typically exhibit greater volatility. Small company stocks
are typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies. Property values can
fall due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance of real estate companies. When
investing in bonds, it is important to note that as interest rates rise, bond prices will fall. Investing involves risks, including the possible loss of principal
invested. Past performance is no guarantee of future results. The Standard & Poor’s 500 index is a capitalization-weighted index that is generally considered
representative of the U.S. large capitalization market. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on
the New York Stock Exchange (NYSE) and the NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE index (Europe, Australasia, and
the Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding
the U.S. and Canada. VIXis a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the implied
volatility of S&P 500 index options. Index returns include the reinvestment of dividends but do not include adjustments for brokerage, custodian, and
advisory fees. The small business optimism index is compiled from a survey that is conducted each month by the National Federation of Independent
Business (NFIB) of its members. The index is a composite of ten seasonally adjusted components based on questions on the following: plans to increase
employment, plans to make capital outlays, plans to increase inventories, expect economy to improve, expect real sales higher, current inventory, current job
openings, expected credit conditions, now a good time to expand, and earnings trend. Indices are unmanaged and are not available for direct investment.
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