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• Several advanced economies, including the US and 
the UK, have experienced a boom in factory building 
in recent years. 

• Increasing the size of factory buildings implies 
more manufacturing activity is taking place inside 
those buildings. Countries that have had limited 
investment in manufacturing buildings in the past 
are the most likely to be ramping up investment 
today. 

• Manufacturing employment is not increasing—this 
investment appears to represent capital for labor 
substitution. The capital investment is domestic, but 
it may be replacing labor located overseas. 

• In some cases policy may have encouraged 
(or forced) factory building. However, some of 
this appears to be a process of localization of 
production, as technology makes it more efficient to 
produce closer to the customer. 

• The slowing of US factory construction in the very 
recent past is a reminder that structural trends can 
be upset by policy-induced uncertainty. 

In the years since the pandemic there has been a factory 
building boom in several developed economies. Measuring 
factory construction is a useful way of thinking about 
manufacturing sector growth. Building more factories (or 
enlarging existing factories) implies more activity taking 
place inside those buildings. 

Building more factories marks something of a reversal of 
long term trends. Economic development has followed a 
standard pattern. First people leave the agricultural sector to 
work in the manufacturing sector, with machines replacing 
them in the fields. Then people leave the manufacturing 
sector to work in the service sector. More sophisticated 
machines could replace people in the factories. Alternatively, 
as often happened during the past half century, the factories 
could simply shift to areas where labor is cheaper. Rising 
manufacturing employment in an advanced economy might 

be a worrying signal, as it implies economic progress has 
gone into reverse. So what does a modern factory building 
boom really mean? 

The building boom 

There are two different measures of the boom in 
factory construction. One relies on how much money 
manufacturing firms are spending on buildings. The other 
measures how much is spent on building manufacturing 
facilities—even if a traditionally service sector firm is paying. 
Thus, when Greggs, UK retailer of sausage rolls and other 
delicacies, builds a new factory that would not be included 
in the former number (as Greggs is primarily a retailer) but 
would be in the latter (because Greggs, though a retailer, 
is building a sausage roll component-producing factory). 
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The former is the number that is generally available. The 
latter is a broader number, and may actually be more useful. 
The US experienced a dramatic factory building boom from 
2021-2024. Spending on manufacturing building by all sorts 
of companies went from around 3.5% of the manufacturing 
economy to 8%. Relative to the overall economy, factory 
building is at levels not seen in over forty years. 

US investment in factories surged in 2021 to 2024 
Building of factories (all industries) as a share of manufacturing GVA 

Source: Bureau of Economic Analysis, UBS calculations 

In the UK, the amount spent on building by manufacturers 
alone as a share of manufacturing activity has risen to 3.6% 
in 2024, from an average of 1.5% in the first two decades 
of the twenty-first century. The amount of money spent on 
Canadian factory construction by Canadian manufacturers 
is 62% above its 2019 level. These numbers are not directly 
comparable to the US data, but the change is just as 
indicative of the factory building boom. 

A new UK industrial revolution? 
UK building of factories (manufacturers only) as a share of 
manufacturing gross value added 

These moves are not the normal noise of the investment 
cycle. Shifts on this scale represent a structural break. But 
these shifts are also not universal. 

The factory building boom has been most likely in 
economies that have traditionally not invested in factory 
buildings. Countries that have historically invested more in 
factories have not indulged in a building boom. Countries 
with established manufacturing traditions, like Germany 
or Japan have had a lackluster (even declining) level of 
investment. That might superficially look as if the US, the 
UK, and others were simply making up for past investment 
failings. But that is not a terribly helpful view. Why did these 
countries not continue with their limited investment? After 
all, if no one has bothered to invest significantly in new 
manufacturing buildings for over two decades, why start 
now? 

Factory builders did not build in the past 
Manufacturing sector construction of buildings: Comparison of 
latest building rates with historical averages, for selected advanced 
industrialized economies 

Source: OECD, UBS, national sources 

Buildings not people 
It is noticeable that countries experiencing a surge in factory 
building have not generally experienced a proportionate 
increase in manufacturing employment. US manufacturing 
employment has followed a path of genteel decline. Under 
President Trump US manufacturing employment is below 
8% of private payrolls, for the first time since at least 
the 1830s. A similar decline in manufacturing employment 
rates is evident in the UK—despite the fact that both these 
countries have been at the forefront of the factory building 
boom. 

Source: UK ONS, OECD, UBS calculations 
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More factory buildings with fewer workers 
US factory employment as a share of total employment 

Source: UBS, US Bureau of Labor Statistics via Haver 

The obvious explanation for this is that advanced 
industrialized countries that are investing in new factories 
are following the normal path of economic development. 
As economies advance, either jobs are outsourced or they 
are automated away. Having historically indulged in the 
former practice, advanced economies are now choosing the 
alternative option and switching to use capital instead of 
labor. 

The robots of the newly built factories do not seem to be 
replacing workers at home, but workers overseas. Increasing 
the real estate footprint of domestic manufacturing will 
create some employment—obviously in the construction 
sector, but also in the form of permanent human jobs 
(security guards, for instance). A factory security guard is 
classified as manufacturing employment, but with robots 
doing the actual manufacturing. Similarly, US manufacturers 
employ a (shockingly low) 50 economists, all of whom are 
classified as manufacturing workers. This manufacturing 
employment differs from the nostalgic idea of a boiler-suited 
employee wielding a spanner, but that sort of job is not likely 
to return to developed economies in any meaningful way. 

Building drivers 
In looking for drivers of the factory building boom there 
are two factors that seem to be contributing. The first is 
policy. In the US the Biden administration passed polices like 
the Inflation Reduction Act that were aimed at increasing 
industrial capacity. In the UK it is noticeable that one 
area of strong investment growth has been food and 
beverage factory buildings. This accelerated from 2016, with 
a marked increase from 2019. The UK's exit from the EU led 

to increased regulation in international trade in the UK food 
sector, and the timing of investing in domestic production 
facilities certainly suggests that it may be a response to trade 
barriers emerging. The increase in food factory construction 
coincided with international investment leaving the sector— 
and the domestic focus to factory building certainly suggests 
a policy linked motive. 

Brexit coincided with a boom in food factory 
building (but not employment) 
UK food sector real estate investment and employment 

Source: UK ONS, UBS 

However, not all of this investment can be attributed to 
policy. Planning for some of the US factory construction 
predated the passage of legislation—and it would be a brave 
company owner that committed to investing on the hope 
that the US legislative process would go their way. In the UK 
investment in factory buildings for electric motors, batteries, 
and engines also increased notably in recent years, and 
these are areas less obviously at risk of disruption from the 
changing relationship with the EU. 

These cases may represent the trend toward localization 
of production. In many cases, less than half the consumer 
price for a product represents the cost of production. 
Moving production closer to the consumer can lower 
those post-production costs. If this can be done with 
the capital for labor substitution, it makes sense to build 
new factories and equip them with robots. This also 
helps to explain why countries that have not invested in 
factories in the past are now building them, but countries 
with a tradition of investing in factory buildings have 
not increased their manufacturing real estate investment. 
Bringing manufacturing production back to advanced 
economies requires buildings and robots for the former 
group, but only robots in the latter case (as existing factory 
buildings can be repurposed). 

3 



Chief economist's comment 

Limits to investing 
While localization trends may be structural, there are 
possible constraints. Policy uncertainty has been increasing 
in the United States this year—in respect of supply chains, 
employment, and in dealings with government generally. 
Those areas of uncertainty may have worked against 
investment. The growth of factory building has stalled. There 
has not been a significant decline—building projects are 
less likely to stop once construction has begun, and it is 
more likely that policy uncertainty halts projects that are at 
the planning stage. That gives some short-term support to 
factory construction but counters the structural trends. 
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Appendix 

Risk information 
UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management 
business of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"), part of UBS Group AG ("UBS 
Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant 
to Credit Suisse Wealth Management follows at the end of this section. 
The investment views have been prepared in accordance with legal requirements designed to promote the independence 
of investment research. 
Generic investment research – Risk information: 
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell 
any investment or other specific product. The analysis contained herein does not constitute a personal recommendation or 
take into account the particular investment objectives, investment strategies, financial situation and needs of any specific 
recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. Certain 
services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may 
not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources 
believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy 
or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates 
and market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions 
expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of 
using different assumptions and/or criteria. UBS may utilise artificial intelligence tools (“AI Tools”) in the preparation of this 
document. Notwithstanding any such use of AI Tools, this document has undergone human review. 
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated 
amount ("Values")) be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the 
amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the 
performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance 
of any Value or of defining the asset allocation of portfolio or of computing performance fees. By receiving this document 
and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise 
rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at 
any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant 
investment instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as 
directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated 
to such issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its 
employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not 
be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk 
to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information 
contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading 
is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. 
Past performance of an investment is no guarantee for its future performance. Additional information will be made available 
upon request. Some investments may be subject to sudden and large falls in value and on realization you may receive back 
less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on 
the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with 
trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting 
market information. 
Different areas, groups, and personnel within UBS Group may produce and distribute separate research products 
independently of each other. For example, research publications from CIO are produced by UBS Global Wealth 
Management. UBS Global Research is produced by UBS Investment Bank. Research methodologies and rating systems 
of each separate research organization may differ, for example, in terms of investment recommendations, investment 
horizon, model assumptions, and valuation methods. As a consequence, except for certain economic forecasts (for which 
UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price targets, and valuations 
provided by each of the separate research organizations may be different, or inconsistent. You should refer to each relevant 
research product for the details as to their methodologies and rating system. Not all clients may have access to all products 
from every organization. Each research product is subject to the policies and procedures of the organization that produces it. 
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking, sales and 
trading or principal trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of which 
investment banking, sales and trading and principal trading are a part. 
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide 
legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in 
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general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the 
particular investment objectives, financial situation and needs of our individual clients and we would recommend that you 
take financial and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein. 
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing 
UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability 
whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report 
is for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in 
which CIO manages conflicts and maintains independence of its investment views and publication offering, and research 
and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the relevant authors 
of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are 
available upon request from your client advisor. 
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider 
and incorporate environmental, social and governance (ESG) factors into investment process and portfolio construction. 
Strategies across geographies approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG 
factors or Sustainable Investing considerations may inhibit UBS’s ability to participate in or to advise on certain investment 
opportunities that otherwise would be consistent with the Client’s investment objectives. The returns on a portfolio 
incorporating ESG factors or Sustainable Investing considerations may be lower or higher than portfolios where ESG factors, 
exclusions, or other sustainability issues are not considered by UBS, and the investment opportunities available to such 
portfolios may differ. 
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External 
Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset 
Manager or the External Financial Consultant and is made available to their clients and/or third parties. 
USA: Distributed to US persons only by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS 
Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, 
S.A. de C.V., UBS SuMi TRUST Wealth Management Co., Ltd., UBS Wealth Management Israel Ltd and UBS Menkul Degerler 
AS are affiliates of UBS AG. UBS Financial Services Inc. accepts responsibility for the content of a report prepared 
by a non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities 
mentioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not 
through a non-US affiliate. The contents of this report have not been and will not be approved by any securities 
or investment authority in the United States or elsewhere. UBS Financial Services Inc. is not acting as a municipal 
advisor to any municipal entity or obligated person within the meaning of Section 15B of the Securities Exchange 
Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not intended to be, and do 
not constitute, advice within the meaning of the Municipal Advisor Rule. 
For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer. 
Additional Disclaimer relevant to Credit Suisse Wealth Management 
You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be 
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit 
Suisse website . In order to provide you with marketing materials concerning our products and services, UBS Group AG 
and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify 
us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your 
Relationship Manager. 
Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving this 
report, this report is distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market Supervisory 
Authority (FINMA). 
Version A/2025. CIO82652744 
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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