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January 20, 2025
Valued Customer,

As we turn the calendar to 2025, Border States remains committed to keeping you
updated regarding material impacts, inflationary pressures and other market
trends. We continue to work diligently to provide you with the most current
information possible, knowing this information could change at any point.

Our supply chain remains unpredictable with consideration to ongoing labor
disputes, conflicts in the Middle East and Ukraine, geopolitical actions — including
the threat of additional import tariffs, demand volatility and economic uncertainty.
Prices remain volatile due to ongoing commodity uncertainty and elevated ocean
container costs. While wage growth and labor participation are normalizing, we
expect ongoing global inflation will continue to drive price pressures this year.

The International Longshoremen’s Association (ILA) and the U.S. Maritime
Alliance (USMX) reached a tentative agreement on a new labor deal six days
ahead of the planned strike date of January 15. The new agreement will replace
the expiring contract, which had been extended after a short strike in October
2024. The agreement covers approximately 25,000 union workers at 14 East and
Gulf Coast ports and maritime cargo centers. Both sides previously agreed to a
62% pay increase following the October 2024 strike, but the agreement was
contingent on completing a new contract. The main sticking point in achieving a
new agreement was automation. Sources close to the agreement have noted
terminal operators and ocean carriers will receive broader rights to introduce semi-
automated cranes and other technology needed to improve efficiency in container-
handling, while the union received some protections of existing positions and
guarantees of new jobs related to the addition of new automation equipment.

The Federal Reserve (Fed) lowered interest rates by another one-quarter
percentage point in December 2024, marking its third straight rate cut. Inflation has
cooled after peaking in the summer of 2022; however, prices are still above the
Fed’s 2% target. December 2024’s strong employment figures suggest the labor
market is stabilizing, which could influence a slowing of rate cuts into 2025 as the
Fed works to balance its dual mandate of price stability and keeping
unemployment low. Many economists are predicting the Fed is likely to refrain from
aggressive rate cuts going forward. Current forecasts anticipate two rate cuts for
2025, down from the four predicted for the year in September 2024. Fewer rate
cuts will likely mean borrowing costs for consumers and businesses will remain
elevated this year. The Fed meets again Tuesday—-Wednesday, January 28—29.

After December 2024’s meeting, Fed Chairman Jerome Powell said it's too soon to
say what President-elect Donald Trump’s proposed economic policies will do to the
economy and how they might impact the central bank’s policy choices. Specific
details and impacts regarding policy, including tariffs, will not be known until Trump
takes office. Trump is scheduled to be inaugurated on January 20. For additional
details on tariffs and potential impacts, please see the special tariff update
published in December 2024.

The Consumer Price Index (CPI), which measures price changes across
commonly purchased goods and services and the average change over time in the
price paid for those goods, increased more than predicted in December 2024,
rising 2.9% on an annual basis. The Producer Price Index (PPI), which measures
the average price changes seen by producers and manufacturers, rose less than
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expected in December 2024 as higher costs for goods were partially offset by
stable services prices, suggesting inflation remained on a downward trend. The
PPl increased by 0.2% in December 2024 and 3.3% on a year-over-year basis.

In California, wildfires have swept through more than 40,000 acres in the Greater
Los Angeles area, destroying more than 13,600 structures and killing at least 27
people. Critical fire weather is expected to continue, increasing the risk that fires
will spread further. Our thoughts are with all of those impacted by these
devastating events. We continue to work with our suppliers to understand potential
risk and impact across the supply chain — with all suppliers who have operations
in the impacted areas noting that their employees are safe, and they have no
known impacts to production currently. There are many unknowns regarding
downstream impacts and the impacts if fires persist, which we will continue to
monitor and communicate. While not directly impacted currently by the fires, the
ports of Los Angeles and Long Beach represent nearly 40% of all import traffic in
the U.S. Road closures, logistical constraints and impacts on staffing due to many
employees being affected by the situation may create near-term supply chain
constraints.

Material lead times

In December 2024, we observed a downward trend in lead times across all
markets, with an average reduction of 34% over the past 12 months. Specifically,
the utility market experienced a 49% decrease in lead times, the natural gas/PVF
market saw a 37% reduction, and the construction market reported a 22%
decline during the same period.

Key areas we continue to observe are noted below.

Construction and industrial
e Distribution equipment: Circuit breakers, load centers, panels, switches
o Fuses
o Meter sockets and hubs
e Automation products controls
e  Strut
e Cable tray

Utility — Electrical, natural gas, communications

e Wire and cable: 600V aluminum, bare overhead distribution and
transmission, primary underground
Transformers, capacitors and voltage regulators
Pad-mount switchgear
Fiberglass box pads and enclosures
Transmission insulators and related hardware
Underground cable accessories
Gas regulators
Excess flow valves
Meter risers and meter set assemblies
By-pass meter valves and bars
PE pipe, tap tees and line stoppers

Logistics and freight
e Ocean freight — Container rates spiked nearly 13% in December 2024 as
shippers and carriers prepared for potential work stoppages at U.S. East
and Gulf Coast ports. With the new six-year labor deal avoiding a work
stoppage in these 14 ports, we expect to see some softening in container
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rates in January. Rates remain elevated by nearly 50% over prior year,
driven heavily by ongoing shipping disruptions in the Red Sea and Suez
Canal, forcing carriers to avoid these freight lanes and adding time, miles
and cost to sailings as most carriers travel around the Cape of Good Hope.
December 2024 saw continued strong import volumes in the U.S. with 2.37
million TEUs (20-foot container equivalent). This is up 12% over prior year
and 24% from pre-pandemic levels (2019). The ocean freight market has
ongoing risks that will be present in 2025, most notably proposed tariff
legislation on imports, ongoing geopolitical disruptions in the Middle East
and Ukraine/Russia and the upcoming Chinese Lunar New Year.

Trucking market — The U.S. trucking market saw more carriers exit than
enter the market in December 2024, marking a negative number of carrier
additions/exits each month in 2024. While carrier availability is declining
(DAT spot rates show available flat beds and van trucks declined by 40%—
50% last month), spot rates remain at or below historical averages as
overall freight volumes remain soft. November 2024 tonnage reports show
“for hire” volumes down 1% over prior year and 2% below October 2024.
Diesel fuel prices remain stable, even as ongoing conflicts in the Middle
East and Ukraine persist. Soft demand and ongoing growth in U.S. oll
production is keeping prices per gallon below three-year averages, with
most experts predicting continued decline in 2025.

Raw materials (commodities)

Uncertainty remains regarding the anticipated impacts tariffs may have on the
commodity market as President-elect Donald Trump prepares to take office this
month. While, in general, the direct cost of imported materials would

increase if tariffs were applied, specific details and impacts of Trump’s
proposed tariffs will not be fully known until he takes office. These uncertainties,
coupled with interest rate decisions, the Chinese economy and fluctuating
supply/demand, drove a mix of price increases and decreases across core
commaodities last month.

Copper — Copper prices have increased as a weaker dollar and the Fed’s
interest rate cut by one-quarter percentage point in December 2024
strengthened the metal’s value. Growing demand for renewable energy
technologies and disruption to copper supply are other contributing factors
to the price increase. Future copper prices will rely heavily on the Chinese
economic recovery and potential stimulus impacts. Additionally, potential
tariffs from the incoming U.S. administration could prompt larger stimulus
measures in China, further influencing copper prices.

Aluminum — Aluminum prices have decreased slightly month over month
but continue to remain elevated year over year. Looking ahead, global
production cutbacks due to high alumina prices and civil unrest in other
aluminum-producing nations run the risk of constraining global supply. In
addition, market analysts predict aluminum and steel would be the most
impacted metals if President-elect Donald Trump follows through on his
plan to impose a 25% tariff on Canada and Mexico. The United States
imports 70% of its aluminum supply, with 60% coming from Canada. If
these tariffs come to fruition, it would significantly increase the costs of
aluminum in the United States.



e Steel — The steel industry faces uncertainty with maintenance season
underway, the upcoming transition of administrations, potential tariffs and
the recent intervention by President Biden to block the purchase of U.S.
Steel by Nippon Steel. The Biden administration delayed an order for
Nippon Steel to abandon its bid for U.S. Steel until June. The delay will
give the courts time to review a legal challenge the steelmaker brought
against Biden’s order. Steel prices have held steady month over month but
continue to decline year over year.

e Resins — PVC pipe suppliers experienced strong demand in December
2024, with scheduled maintenance causing one-week delays in lead times.
Suppliers expect to recover and plan to begin building inventory in
preparation for a strong construction season. Both HDPE and PVC resin
prices remained flat month over month and saw a slight increase (4%—
14%) year over year.

e Lumber — Lumber prices decreased more than 8% month over month and
6% when looking at year-over-year changes. While U.S. pending home
sales rose 2.2% month over month in November 2024, the demand
rebound has yet to boost lumber prices. Reduced construction activity in
major regions, the U.S. Department of Commerce’s tariff increase to 14.4%
on Canadian lumber and overall economic uncertainty are all factors that
have continued to weigh on lumber prices, despite the potential for
increased demand, which could increase prices in the future.

e Crude oil — Month-over-month crude oil prices increased by more than
5%, shifting the year-over-year price trends from a decline to an increase
of 0.25%. A drop in U.S. crude driven by cold weather reducing inventory
levels, a tightening global oil market as supply reduces from key exporters
(Russia and Iran) and potential sanctions and trade conflicts surrounding
President-elect Donal Trump’s return to office are all factors that have
contributed to price increases.

Labor

The U.S. labor market finished 2024 strong, with employers adding 256,000 jobs in
December 2024, up from 212,000 jobs in November 2024 (revised down) and the
160,000 jobs economists had predicted for the last month of 2024. Unemployment
declined slightly from 4.2% in November 2024 to 4.1% but remained relatively
stable. The labor force participation rate, which measures how many people are
working or seeking work, remained at 62.5%. Average hourly earnings increased
0.3% from last month and 3.9% year over year.

Including December 2024’s gains, the economy added approximately 2.2 million
jobs, an average of 186,000 jobs per month throughout calendar year 2024. These
numbers are in line with annual totals from 2017 and 2019 but marks a slowdown
from gains seen during the pandemic and subsequent years. In 2024, the labor
market demonstrated resilience with consistent job growth, a declining
unemployment rate and moderated wage increases.

Summary
While our supply chain continues to improve, we anticipate seeing ongoing
challenges and pressures across all core markets we serve through the balance of
2024 and likely will never return to a pre-pandemic state.
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Even in the face of these ongoing supply chain resiliency challenges, we
understand our customers’ work cannot stop — you are unstoppable businesses,
and we understand the importance of maintaining your operations while managing
your costs.

At Border States, we continue to invest in working inventories, maintaining
emergency and storm response inventories in core markets and working diligently
to justify all price increases align with current market conditions. We are focused
on more tightly integrating supply chains, improving forecasting and planning with
customers and vendors and delivering better insights through technology to ensure
your long-term success. Communication and partnership remain key in continuing
to navigate the challenges.

Although we cannot control the global supply chain issues, we will continue to be
transparent and straightforward with you about the challenges and work closely
with our best customers and vendors to navigate these challenges together. If you
have additional questions, please reach out to your Border States Account
Manager for more information.
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Richelle Bishoff Tony Serati
VP Procurement VP Supply Chain Strategy and
Optimization

Disclaimer: Our information is compiled from several sources that, to the best of our
knowledge and belief, are accurate and correct. It is always our intent to present accurate
information. Border States accepts no liability or responsibility for the information published
herein. These materials are provided for informational use only and do not, nor are they
intended to, constitute legal advice. Customers should not take, or refrain from taking, any
action based on any information contained in this alert without first seeking independent legal
advice.



