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Is Manufacturing
In a Recession?
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New Orders Hit Lowest Level in 4 Years

Durable Goods: New Orders (Millions USD)

% Change from Prior Year
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EBITDA %

Manufacturing is Walking a Tight Rope
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Industry Outlook Bleak
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Old Automotive Behaviors Return - Inventory

Days Supply - New Vehicle
94

Traditional Levels @ COVID Troubles Supply Chain Crisis Recovery Begins Return to Normal
Ql Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3 Q4 Q1 Q2 Q3
2019 2020 2021 2022 2023 2024

n Source: COX Automotive


Presenter Notes
Presentation Notes
8/15/2024


.

Old Automotive Behaviors Return - Pricing
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Industry Opportunities Are Minimal

‘ Bubble Represents Industry Size
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Profitability is Impacted for Most OFE’s
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Source: Company Earning Reports; yellow means that the company has not reported Q2 earnings yet and data is last quarter.



Where
Are We
Headed?
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Utilization is Below Desired Levels

Capacity Utilization by Process Type
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17 Question: Based on a 24-hour, 5-day shift structure, what is your facility’s capacity utilization?
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Efficiency Improved Through Necessity
$167K
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Formula: (Net Sales — Materials — Outsourcing)/ FTEs
FTEs = Salary Employees + (1+overtime %)*(All hourly employees) Region: North America. Source: Harbour Q.
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Profitability Declines for Most
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Efficiency Improving; Not Hitting Bottom Line

Efficiency vs. EBIT% Trend
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FTEs = Salary Employees + (1+overtime %)*(All hourly employees)
20 EBIT % = EBIT/ Net Sales

Region: North America. Source: Harbour 1Q.



Capital Spend on Downward Trend
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What Are They Spending On?
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Respondent Wage Increases Below Average
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Presenter Notes
Presentation Notes
Wage growth for manufacturers across the U.S. fell below inflation for most of 2022 and 2023. Beginning in September 2023, Wage growth began outpacing inflation again. 

Manufacturing wage growth outpaced growth for the manufacturing industry as a whole throughout 2023 but still fell below inflation. In 2024, wage growth for manufacturers fell below inflation growth.  Manufacturers increased wages before the rest of the manufacturing industry but is still falling short from a discrete dollar perspective. 



Manufacturing Wages Don’'t Compete

Average Manufacturing Wages

National Average
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Questions: Did your company increase starting or standard wages in 20237
24 Has your company or does your company plan to increase starting or current

employee wages in 20247 Region: North America. Source: Harbour 1Q.


Presenter Notes
Presentation Notes
Manufacturing wages from the bureau of labor statistics have consistently been higher than manufacturers or tool shops in Wipfli’s dataset. These manufacturing wages include all types of manufacturing jobs, from massive OEMs and Tier 1s to small $5M shops. Some larger companies are offering substantially higher wages to attract people from other smaller manufacturers, like the average small to medium sized manufacturer, that may not be able to compete with the wages and a billion-dollar company. 
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Is Work from Home Impacting Turnover?

Salaried Turnover by Work from Home Offered
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Questions: Has your organization implemented work fromm home for salaried
employees? For the following tenures, what was the 2022 turnover rate?
Source: Harbour 1Q.



Significant Growth on Paper - is it Real?

All Manufacturing Revenue Waterfall
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Material and Inflationary Costs Skyrocket

Material and Inflation Indexes
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Millions

$20M Mfgr: What Happens to Costs?

A
N
ol

$20

$15

$10

$5

28

2020

Average Costs for a $20M Manufacturer in 2018
B Materials Labor M SG&A

2021 2022

47% increase in material costs
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Is Your Sales Team Selling?

Plastics Processors Quote Funnel % of Revenue
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Top Performer - Plastics

Top Performer | Bottom Quartile Top Quartile
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**Top quartile average is the average of the top 25% of performers in each metric



Hunkering Down is a Necessity
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How Far Do | Cut To Right Size?

What Is My Data Telling Me?
How Good |Is My Sales Process, Really?
s Costing and Quoting an Opportunity?

Can We Squeeze More Efficiency?



What Should You
watch ror?
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https://www.statista.com/statistics/1362236/most-important-voter-issues-us/

China Increased Investment in Mexico

Mexican-Made Chinese Exports to US
Sales of Chinese Car Parts made in Mexico to
600 570 US each year

X $1,060,000,000
oyl $940,000,000
pezi $710,000,000

Source: Mexico Secretariat of Economics, INA

Chinese Foreign Direct Investment in Mexico (USD)
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Opportunity
Exists But
You Must
Fight the
Good Fight

It’s Time to
Act!
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Control What You Can Control

Know Your Data and Gather Market Intel

Work on Closing Gaps

Not Getting Worse but Not Returning Soon

Other Costs Beyond Labor are Eroding Margin



For more information

Laurie Harbour

Partnher
Laurie.harbour@wipfli.com

(248)875-7833

wipfli.com
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