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Reshoring 
Key takeaways 

• Many Americans were shocked when they found out just how dependent we had become on foreign producers. 

• Reshoring is quickly developing, assisted heavily by technology that offsets much of the labor-cost disadvantage. 

Think back to what many of us may consider a very long time ago — the first year of the pandemic. It was a shock to most 
that some of the basic everyday items we don’t even think about were in short supply. Everyday pharmaceuticals like pain 
relievers, medical protective wear, diapers, and, yes, toilet paper were in short supply. Once Americans were locked down in 
their homes and prevented from going out to restaurants, concerts, and movies, demand for goods surged. 

The global supply chain was overwhelmed and virtually collapsed. “Big ticket” shortages occurred as the manufacturing of 
semiconductors and spare parts for everything from cars to appliances to garage doors shut down for long periods of time. 
These shortages for often-used goods sparked widespread concerns that the U.S. economy was too reliant on other 
countries to supply items that many of us put to use almost every day. Many Americans were shocked when they found 
out just how dependent we had become on foreign producers for what are considered “necessary” goods. 

So, what did we learn from the severe supply-chain disruption? Common sense might tell you that we clearly need to make 
sure that in the future we have ready access to products that Americans depend on. Governments around the world are 
seeking to insulate their key industries at least somewhat from future potential supply-chain shocks. Businesses are also 
striving to ensure more dependability in their supply chains so that demand can be met.  

“Home-shoring” production in some cases will cost more and eat into profit margins, but we have been surprised at how 
quickly reshoring is developing, assisted heavily by technology that offsets much of the labor-cost disadvantage. In 
addition, many companies are shifting production to countries either perceived to be more friendly toward the U.S. or 
closer to our markets. Mexico and Southeast Asia countries are benefitting. Mexico has the advantage of being on the U.S. 
southern border, which means closer proximity to end users and far less dependence on potentially clogged shipping ports. 

What’s more, U.S. government data is showing that domestic construction is stronger at this point in the cycle than is 
typical when compared with past cycles. Much of the government’s efforts to re-shore has been focused on directing funds 
toward the construction of semiconductor fabrication plants here at home. There are also large electric vehicle (EV) battery 
plants being built or in the planning stages that are benefitting from government infrastructure legislation. Traditional “road 
and bridge” projects are syncing with increased demands for warehouses and logistics hubs. There have also been increases 
in investment to compensate for a potentially tight labor market far into the future.  

Our favorable rating on the Industrials sector reflects our belief that increased infrastructure and reshoring spending is here 
to stay for the foreseeable future.   
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Risk considerations 

Each asset class has its own risk and return characteristics.  The level of risk associated with a particular investment or asset class generally correlates with the level of return the investment or asset 
class might achieve. Stock markets, especially foreign markets, are volatile.  Stock values may fluctuate in response to general economic and market conditions, the prospects of individual companies, 
and industry sectors.  Foreign investing has additional risks including those associated with currency fluctuation, political and economic instability, and different accounting standards. These risks are 
heightened in emerging markets. Sector investing can be more volatile than investments that are broadly diversified over numerous sectors of the economy and will increase a portfolio’s 
vulnerability to any single economic, political, or regulatory development affecting the sector. This can result in greater price volatility. 

General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank, N.A., a bank 
affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy.  Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only and are not 
intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any change in its opinions or the 
information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.  This report is not 
intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell securities. Do not use this 
report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant information, including your existing portfolio, 
investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from sources and data we believe to be reliable but we make no 
guarantee to its accuracy or completeness. 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial services 
regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain protections conferred by 
legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and non-bank 
affiliates of Wells Fargo & Company. PM-04102025-6011801.1.1 
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