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Overview

Global supply chain strategies have been evolving, and geopolitical dynamics have been shifting since the COVID-19
pandemic. The increase in geopolitical tensions have caused challenges for global firms in certain industries related to
their supply chains, leading to the reemergence of three trends as key corporate strategies: onshoring, nearshoring
and friendshoring—collectively known as “reshoring”. However, it should be noted that these terms can occasionally be
vague and overlap.

Onshoring involves bringing manufacturing and production activities back to a company's home country. Advantages
of onshoring include reduced transportation expenses, avoidance of costly airfreight, and understanding of local
markets allowing tailoring service offerings to meet evolving demands. However, the challenges associated with
onshoring include higher production and labor costs, limited access to specialized skills, and potential loss of global
market presence. These disadvantages can potentially diminish a company’s competitiveness in a global marketplace
where lower cost alternatives exist.

Nearshoring entails moving production closer to the home country, often to neighboring regions, to minimize
logistical complexities and costs. Advantages of nearshoring include reduced ship time and costs, improved delivery
time, and quicker responses to customer demand changes. However, challenges such as higherlabor costs, cultural
differences and potentiallanguage barriers require careful consideration and strategic management from companies
that plan to nearshore.

Friendshoring refers to relocating supply chain activities to allied or friendly countries, regardless of their geographic
location. There is an emphasis on shared values and mutual interests amongst these countries. Benefits of the
friendshoring approach include a strong, long-term relationship, more collaboration and better reliability. However,
challenges such as higher costs, slow response to changes in customer demand and limited country choices may
arise if companies choose to friend shore.

Reshoring has been a critical consideration for several industries as the pandemic exposed vulnerabilities of
depending on a single region for fundamental services or goods. Heavy reliance on single regions for critical metals
used in semiconductor and electric vehicle industries have given foreign suppliers leverage in influencing trade
negotiations. For instance, nations with majority control over rare earth exports, such as China, have leveraged this
dominance to assert geopolitical pressure. These risks have affected semiconductors in particular, where advanced
chips are now seen not just as economic drivers, but as integral parts of national defense, artificial intelligence, and
the country's infrastructure. Countries like the U.S. aim for semiconductor independence as more government funding
invest in domestic semiconductor manufacturing. National security, however, is not the sole driver of reshoring as
rising labor and logistics costs abroad also need tobe considered. With the help of government support, competition
for goods like semiconductor chips tightens and countries strive forlong-term economic sustainability. This evolving
idea of creating supply chain resilience over pure cost efficiency holds true across economic uncertainty.

Investment Opportunity

Several sectors, including manufacturing, electric vehicles (EVs)/automobiles and semiconductors, have been the first
movers in adopting these emerging trends. Certain industries have been reshoring to specific nations, presenting
valuable investment opportunities for prospective investors.
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Manufacturing Industry

The manufacturing industry contributed $2.65 trillion to the U.S. economy, which comprises roughly 10% of GDP. The
industry’s shift to onshoring and nearshoring is driven by factors including changing economic conditions and supply
chain vulnerabilities highlighted by COVID-19. China accounted for 29% of global manufacturing output in 2023,
however ongoing geopolitical tensions with the US have caused continuous manufacturing activity decline for China.
According to Caixin China General Manufacturing Press Release, China's Purchasing Managers’ Index or PMI-a
measurement of a country’s economic health where a score above 50 shows economic growth and a score below 50
shows economic contraction-in 2025, fell aslow as 48 mid-year, the lowest it has been since September 2022. Firms
are relocating manufacturing tohome countries to mitigate costs impacted by tariffs, a tax imposed on imported
goods. Investments across the semiconductor, electric vehicle, and technology manufacturing sectors reflect the U.S.
government and firm initiative in strengthening domestic supply. These capital expenditures are a response to rising
global demand and a calculated effort to address national security risks, supply chain vulnerabilities, and economic
competitiveness. Thoughlow-margin andlabor-intensive industries like apparel, footwear, and basic consumer goods
are not positioned for reshoring opportunities. Low-wage labor markets in countries like Bangladesh, Vietnam, and
Cambodiakeep production costs lower, making it difficult for firms in the labor-intensive industries to reshore
productions to countries with higher labor costs.

Companies may still diversify risks amid geopolitical uncertainty by adopting a China plus one strategy where they
diversify manufacturing production. According to the Census Bureau, U.S. imports from Vietnam tripled from 2017 to
2024, reaching $137 billion while Mexico's rose by almost two-third to $506 billion. 10% of India’s total foreign direct
investment equity since 2000 has been attributed to the US's investment as firms seek to find alternative countries
for manufacturing. However, companies face a shortage of qualified workers driven not only by a skills gap, but also by
long-term decline in foreign bornlabor participation. Firms are raising wages to attract talent, while governments are
expanding investments in technical training. Growing geopolitical and labor implications on firm reshoring decisions
reflect the development for resilient supply chains moving forward.

Electric Vehicle & Automotive Industry

Federal tax credits have been funding EV battery manufacturing across the South and Midwest, or what may be known
as “the Battery Belt”. However, many EV companies are concerned about receiving future federal tax credits moving
forward. Recently, the House of Representatives passed the “One Big Beautiful Bill Act” (OBBBA) including provisions
that eliminate electric vehicle tax credits provided through the Inflationary Reduction Act. The Trump administration
suspended a $5bn electric vehicle charging station program and the U.S. General Services Administration halted
orders of zero-emission vehicles. General Motors board member Jon McNeill cautions increased competition from
Chinese automakers as the U.S. rollbacks purchasing incentives for consumers and incentives for automakers to
continue production of EV and their components in North America.

Additionally, efforts to reshore production continue to face headwinds from rising raw material costs, which further
complicate supply chain strategies. For example, Russia’s invasion of Ukraine disrupted global supply chains therefore
increasing prices of raw materials like nickel and aluminum by 36% and 15%. The U.S. supply chain remains highly
vulnerable due to China's dominance-controlling 96% of global rare earth mineral production-essential for
semiconductor and electric vehicle manufacturing. Chinahas additionally placed export restrictions on EV battery
materials and technology like graphite and rare earth processing technology, leveraging its dominance in EV materials
to assert geopolitical control.

To reduce foreign dependence and enhance supply chain and raw material independence, the U.S. haslaunched
several initiatives for increasing raw material access. The Defense Production Act (DPA), prioritizes federal
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government funding on initiatives supporting national security, like in this instance, the production and mining of raw
materials. While government efforts to revitalize mineral sites like California’s Mountain Pass Mine are underway,
these projects face delays due to stringent environmental regulations and permit requirements. The U.S. aims to
partner with countries like Australia, Canada, and Japan in the meanwhile to co-expand mining and processing
capacity and secure alternative supply chains as revitalizing mining processes is uncertain. Additionally, the U.S. has
signed a critical mineral supply agreement with Ukraine, aimed at supporting Ukraine's post-war reconstruction while
diversifying U.S. access to raw materials. These combined pressures of insufficient EV manufacturing incentives and
tightening supply of critical materials from abroad create an unstable environment for companies weighing reshoring
decisions in the EV industry.

Semiconductor Industry

In 2018, President Trump imposed tariffs of $50 billion on Chinese goods, which in turn propelled the trade wars onto
the global stage. The COVID-19 pandemic escalated geopolitical tensions and enflamed these trade wars further-
disrupting the global semiconductor supply chainbetween China and the west. Even if there has been some recent
thawing, as of 2025, many of those tariffs remain in place and have further intensified trade tensions between the U.S.
and China. Under Trump's "Liberation Day" executive order (April 2, 2025), the U.S. implemented a 10% baseline tariff
on China which still remains following a trade deal struck in October. China and the U.S. seek to separately safeguard
domestic chip manufacturing through government investments into the semiconductor industry as both countries
seek to outcompete each other and be the leading chip producer.

China’s investments to manufacturing chips in 2025 is still elevated at $38 billion but 24% less than investment
spending of $50 billion in 2024. Compared to American investments of $14 billion, China is leading the investment of
semiconductor manufacturing dramatically, emphasizing their continued efforts to dominate semiconductor supply
chains. As part of this effort, China a major producer of gallium and germanium, introduced export controls
highlighting how trade tensions and national security concerns are shaping global chip policy. Meanwhile, the U.S.,
through the CHIPS and Science Act, allocated more than $75 billion to boost domestic semiconductor manufacturing
while reducing dependency on Asian suppliers. Intelleads with the most funding from the CHIPS and Science Act with
$7.86 investment into their semiconductor manufacturing operations, Taiwan Semiconductor Manufacturing (TSMC)
with $6.6 billion, and Samsung with $4.7 billion. Other notable companies who have received sizable funding include
Texas Instrument, Micron Technology, and GlobalFoundries, as such firms move towards building semiconductor
resilience in the U.S. The EU has also responded with the EU Chips Act to promote industrialization of semiconductor
manufacturing in their $47 billion package.

These investments reflect broader national security concerns as the concentration of chip production in Taiwan-
responsible for over 90% of the world’s most sophisticated semiconductors-has raised alarm amid rising China-
Taiwan tensions. At the same time, Taiwan's TSMC, a major producer of semiconductor chips, continues to expand
globally in their plan to invest $100 billion more from the already invested $65 billion, to accelerate the expansion of
their new facility in Phoenix, Arizona. Across these regions, semiconductors are increasingly viewed not only as
economic drivers, but also as national security assets integral to military technology, artificial intelligence, and
critical infrastructure.

Additional Potential Investment Opportunity

Indiahas been the world’s largest provider of generic drugs by volume and has trailblazed with new medicines at the
most affordable prices. In the U.S. nearly 32% of generic drugs and 45% of active pharmaceutical ingredients were
being sourced from India and China. With India sourcing 68% of its active pharmaceutical ingredients from China, a
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disruption, such as COVID-19, in that supply chain created a major problem-leading to many drug and medicine
shortages during the COVID-19 pandemic.

In mitigating the national security risk of relying on drug sourcing and production from a singular foreign country, the
Biosecure Act was recently passed, prohibiting companies from doing business with China if they have received U.S.
funding or contracts. Generic drugmakers, which often produce overseas to benefit from lowerlabor costs and
government subsidies, face growing headwinds. Generic pharmaceutical companies share uncertainty over reshoring
strategies, as additional tariffs could further erode already slim profit margins. In contrast, brand-name drug-makers
plan to move forward in $250 billion investment to bolster U.S. based production despite looming tariff environment.
Johnson & Johnson has also announce plans to invest more than $55 billion to build 4 new plants in the United States.
It's evident that brand-name pharmaceutical firms have more ability to absorb tariff shocks and are more likely to
establish reshoring initiatives than their generic counterparts.

The financial viability of reshoring pharmaceutical manufacturing to the U.S. remains a challenge-particularly for
generic drugmakers who operate on tighter margins than their brand-name counterparts. According to 2025 research
from the University of Southern California’s Schaeffer Institute, generic manufacturers report an average profit margin
of 19.1%, compared to 28.1% for branded pharmaceutical firms. These slim margins are further strained by escalating
trade tensions. PwC found that total tariff measures could increase from $0.5 billion a year to nearly $63 billion a year
for the pharmaceutical, life science and medical device industry. Additional pharmaceutical tariffs could be
announced depending on the results from the current administration’s Section 232 investigation, launched in April to
assess the impact of imported medicines and raw ingredients on national security.

With nearly 80% of U.S. biotechnology companies currently contracting with atleast one Chinese firm, reducing
foreign dependency will not be easily or quickly achieved. Nevertheless, the U.S. has taken steps to reestablish
domestic drug production. A notable example is a $354 million BARDA contract-an initiative for research and
development medical countermeasures-supporting Phlow Corp, AMPAC Fine Chemicals, and the Medicines for All
Institute at VCU, enabling nonprofit pharmaceutical company, Civica Rx to manufacture essential medications
domestically. At the state level, incentives such as Texas's JETI program, which offers 10-year tax relief for
manufacturers creatinglocal jobs have attracted potential reshoring interest. Eli Lilly, for instance, is considering a $27
billion investment in new U.S. manufacturing facilities. Meanwhile, Johnson & Johnson has announced over $55 billion
in investments for four new U.S. plants. Despite these developments, reshoring may be only feasible forlarge, brand-
name pharmaceutical firms, leaving generic producers at a competitive disadvantage pondering cost considerations.

Investment Access

Reshoring trends can be accessed multiple ways, with some methods more direct than others.

Single Publicly Traded Companies: This option offers more direct exposure to reshoring for potential investors.
Stocks and ADRs can be purchased individually in brokerage accounts or through brokers. Or a more sensible strategy
is to own abroadly diversified exposure within a mutual fund. Investors should keep in mind that reshoring is just one
factor that can increase a company'’s share price and that there are many other factors that can impact the stock price.

Theme Specific Public ETF: At this point there is only one ETF targeting this theme. The Tema American Reshoring
ETF (RSHO) seeks to provide long-term growth by investing in companies that are benefiting from moving
manufacturing back to U.S. shores. RSHO shares can be purchased directly through most brokerage accounts. The
fund is predominantly comprised of companies in the industrials, transportation, infrastructure, materials and
semiconductors industry. It should be noted that the fund’s inception was in 2023, so the fund is relatively new and
small with ~$170 million assets under management.
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Country Specific Public Exposures: Country specific ETFs are an option for individuals who want to invest in
countries that are benefiting from reshoring. However, it is important to note that country specific ETFs will include
companies that are irrelevant to the reshoring trends and related industries. Some examples include a regional bank, a
dairy company in Vietnam, or a convenience store chain in Thailand. Nonetheless, country specific public exposures
will benefit the country’s economy and allow investors to broadly benefit from reshoring trends.

Global Exposure: For example, MSCI Emerging Markets Index is an option for abroader range of investors. This index
captureslarge-and mid-cap representations across 24 emerging markets countries, including India, Indonesia, Korea,
Taiwan, and Thailand, as well as China. The index invests inlarge semiconductor manufacturers and automotive
companies within some of these countries. However, because this index consists of 24 countries and does not adhere
to a specific industry, some companies that are invested in include regional banks or other businesses that only
benefit the people of that country. Nonetheless, the MSCI EM Index allows the investor to take a holistic approach to
an investment opportunity. Investors could also choose actively managed Emerging Market Equity strategies.

Private Company Exposures: One option for higher net worth investors is through private investments. These
investments are better at targeting the specific goal of combining industries and countries that are taking advantage of
the reshoring trend and have abroader pool of private companies to choose from. Examples include an emerging
semiconductor company in Taiwan, a private American EV company moving their production closer to the U.S., or a
private Original Equipment Manufacturer (“OEM”) company producing parts for the manufacturing industry. However, it
is important to note that private strategies are notliquid, can take many years to realize value, and have high investment
management fees but provide the potential to generate higher returns than otherliquid investment options.

Key Considerations

COVID-19 and rising geopolitical tensions have led to the reemergence of reshoring in certain industries and
countries. However, there are still factors and risks to consider when investing in the trend.

Investing in a Singular Company is Risky: Potential investors should not invest in a single company just because of
the reshoring trend. This decision could be risky since many factors affect the stock price. Investors should aim to
diversify their portfolio by using SMAs or investing in mutual funds.

Geopolitical Tensions Subside: The tensions between North America and China are one of the primary drivers of
reshoring. Many countries are taking action to remove and/or restrict economic dependencies and trade with
countries perceived as threats or adversaries. If geopolitical tensions were to subside, the process of reshoring might
slow down.

Shortage of Workers and Specialized Talent: This risk is applicable to the EV and semiconductor industries. Both
domestic and international companies in these industries are struggling to find enough qualified workers especially in
the U.S. For example, although there are plans for TSMC to open a facility in Arizona, there is still a cultural and
specialized talent gap between Taiwan and the U.S. The work culture is vastly different between the two countries in
terms of the employees’ willingness to work long hours and commitment to being on-call. The need for a specific
knowledge and skillsethas soared, which can be difficult for companies to find abroad.

Small Cap Investments: Some investments, such as the RSHO manufacturing reshoring ETF, have a minimal amount
of assets under management and alimited track record. Reshoring ETFs and investments are still garnering attention
and funding. Potential investors should keep this in mind when choosing a reshoring investment vehicle.

In summary, the reshoring trend offers compelling investment opportunities by overcoming supply chain issues
highlighted by the COVID-19 pandemic and rising global trade tensions. However, with these opportunities come risks
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that investors must consider when deciding an investment vehicle. Investors should carefully evaluate these factors
to make informed decisions that balance potential rewards with inherent uncertainties. As the reshoringlandscape
evolves, staying vigilant and flexible will be key to leveraging its benefits while mitigating associated risks.

Final Remarks

While reshoring and onshoring initiatives represent a pivotal shift towards resilience in supply chains amid
geopolitical tensions, national security priorities, and dependence on single source for materials-critical questions on
the growth of manufacturing, electric vehicles, and semiconductors still remain. It is uncertain whether trade tensions
will escalate beyond tariffs as the current administration continues utilizing such tactics in trade negotiations. At the
same time, it remains unclear whether the U.S. workforce and infrastructure can adequately support the scale of
manufacturing growth that reshoring demands. As governments seek to safeguard national security, how this priority
will impact other sectors-such as environmental sustainability-also remains to be seen. Ultimately, as industries and
policymakers pursue greater self-sufficiency, the balance between strategic independence and global trade
partnerships will shape the industrial and economic transformation.

General Resources

e Onshoring: Understanding the Concept, Industries that Benefit, and Disadvantages | Xometry

e Exploring the Advantages and Disadvantages of Nearshoring-Universal Cargo

e Inbound Logitistics-Friendshoring: Definition, Benefits, and Challenges

e Harris Williams-Industrials: Onshoring Generates Tailwinds Across Segments

e Cushman & Wakefield-U.S. Manufacturing Resurgence?: Exploring the Challenges and Factors Driving Onshoring and Nearshoring
e |vemsa-An Insider’s Look at Why Automotive Manufacturers Are Nearshoring to Mexico

e Power Arena-Global State of EV Manufacturing & Supply Chain: Thailand & Mexico
e RBC Wealth Management-The chip industry’s reshoring
e S&P Global-Key US states emerge in domestic reshoring of semiconductor manufacturing

e Thomas-Semiconductor [Reshoring Tracker]

e RBC Wealth Management-The chip industry’s reshoring revolution

e GIS Reports-The escalating chip war between China and the West

e Aranca-Manufacturing on the Move: Reshoring Trends in Mexico and Vietnam

e CNN-The coronavirus exposed the US' reliance on India for generic drugs. But that supply chain is ultimately controlled by China.
e Wharton School of Business-How Reshoring Will Restore the Drug Supply Chain

e Why It's So Hard to Challenge China's Rare Earths Dominance | TIME

e 2024 manufacturing industry outlook | Deloitte Insights

e US Manufacturing Boom Is About More Than EVs, Chips-Bloomberg

e Generic Drugmakers Resist New U.S. Manufacturing Despite Trump's Tariffs-WS)J

e EV Tax Credit Would Be Scrapped by House Bill-WS)J

e Why Huawei, Nvidia, TSMC Computer Chips Cause Friction for US, China, Others-Bloomberg
e Semiconductors have abig opportunity—but barriers to scale remain | McKinsey

e What's in the Inflation Reduction Act (IRA) of 2022 | McKinsey

e Inflation Reduction Act Two Years Later: Clean Manufacturing Investment Boom

e EU slaps tariffs on Chinese EVs, risking Beijing backlash | Reuters

e Exploring the rebirth of American manufacturing | iShares-BlackRock

e How manufacturers can adapt for success amid rising geopolitical uncertainty | EY-Global
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ABOUT THE AUTHOR

The LNW investment team is comprised of 10 analysts and strategists working together to design and implement investment solutions for client
portfolios. Six analysts at the firmhold the Chartered Financial Analyst® designation, with expertise spanning macroeconomics, public and
private asset classes across the global capital markets, and impact investing. Collaborating with each other and with client advisors, the
investment team’s overarching goal is to help clients and their families preserve and grow their wealth over many generations.

ABOUT LNW

LNW Advisors provides services to support exceptional families and individuals seeking to activate the full potential of their wealth.

To help turnlifetime ambitions and multigenerational aspirations into reality, Laird Norton Wetherby (LNW) brings to each client a high level of
care combined with deep expertise in wealth and legacy planning, investments, and trust and estate services.

Offeringboth RIA (registered investment advisor) and trust services, LNW is committed to providing clients
with unbiased, independent guidance and solutions. LNW has offices in Seattle, San Francisco, New York, N
Los Angeles and Philadelphia, as well as an affiliated trust company in South Dakota, empowering clients ‘

across the U.S. and around the world.

LNW is owned by employees and majority owned by Laird Norton Company, one of the longest-sustained PERSONAL WEALTH ADVISORY BY
family enterprises in the United States. To learn more, please visit LNWAdvisors.com. Laird Norton Wetherby
DISCLOSURES

LNW or LNW Advisors refers to Laird Norton Wetherby Trust Company, LLC, a State of Washington chartered trust company; LNW Trust Company of South
Dakota, LLC, a state of South Dakota charted trust company; and two investment advisers registered with the Securities and Exchange Commission, LNW Wealth
Management, LLC and Laird Norton Wetherby Wealth Management, LLC.

This presentation includes candid statements and observations regarding investment strategies, individual investments, economic and market conditions;
however, there is no guarantee that these statements or forecasts will prove to be correct. These comments may also include the expression of opinions that are
speculative in nature and should not be relied on as statements of fact. LNW views and opinions regarding the investment prospects of our portfolio holdings
include “forward looking statements” which may or may not be accurate over the long term. While LNW believes there is a reasonable basis for the appraisals and
there is confidence in our opinions, actual results may differ materially from that was anticipated.

Allinvestments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and the income derived
from them can go down as well as up. Future returns are not guaranteed, and a loss of principal may occur. All investment performance can be affected by
general economic conditions and the extent and timing of investor participation in both the equity and fixed income markets. Asset allocation, due diligence, and
diversification do not guarantee a profit or protect against a loss.

This presentation is not intended as investment advice; LNW offers investment advice only on a personalized basis after understanding the client’s individual
needs, objectives, and circumstances. The information presented herein does not constitute and should not be construed as legal advice or as an offer to buy or
sell any investment product or service. Any accounting, business or tax advice contained in this presentation is not intended as a thorough, in-depth analysis of
specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related penalties. Any opinions or investment planning solutions herein
described may not be suitable for all investors nor apply to all situations. All opinions expressed are those of LNW and are current only as of the date appearing
on this material.

A benchmark or index is an unmanaged statistical combination of securities designed to be representative of the performance of an asset class, sector, or
investment style. Indices are shown for informational purposes only and it is not possible to invest directly in an index.

Indices are not subject to management fees. Comparisons between a composite or a portfolio and an index or benchmark are unreliable as performance
indicators and should not be considered indicative of the performance that may be experienced in a particular managed portfolio.

Certain information herein has been obtained from public third-party data sources, outside funds, and investment managers. All data presented is current only as
of the date shown. Although LNW believes this information to be reliable, no representation or warranty, expressed or implied, is made, and no liability is accepted
by LNW or any of its officers, agents or affiliates as to the accuracy, completeness or correctness of the information herein contained. Should a reader have
questions regarding the applicability of information presented to her/his individual situation, she/he is encouraged to consult with the professional adviser of
her/his choosing. A copy of LNW's current ADV Part 2 & 3 discussing our advisory services, fees, and other relevant information is available upon request. LNW
recommends individuals visit Investor.gov/CRS for a free and simple search tool to research us and our financial professionals.
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