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December 15, 2025
Valued Customer,

At Border States, keeping you informed of the state of the global supply chain
remains a top priority. Across our core markets — construction, industrial and utility
— we continue to see a mix of resiliency and stabilization, but persistent headwinds
remain. Our goal is to provide timely, actionable insights, so you can plan your
business with confidence. Please note, the information below reflects current market
conditions as of today and may evolve rapidly.

While the federal government shutdown that began in October was resolved, its
effects continue to ripple through the supply chain. Key economic data releases
remain delayed, and some federal services are still working through backlogs. These
residual impacts, combined with ongoing policy uncertainty, are important
considerations for our customers as we close out the year.

The global commodity market, particularly for key industrial metals, like copper,
aluminum, steel and other rare minerals, is facing ongoing volatility and upward
pricing pressure. This is driven primarily by new tariff policies and underlying
inflationary forces related to domestic demand and geopolitical uncertainty. New U.S.
tariff measures, particularly the increase of Section 232 duties on steel and aluminum
imports to 50% that went into effect June 2025, continue to drive significant cost
inflation in the domestic market. While copper has been less impacted by tariffs
following the exemption of raw/refined material, tariff impacts on finished copper
goods; ongoing strength in copper demand driven by datacenters, electrification and
utility grid upgrades; and ongoing operational challenges at several global mines are
keeping prices elevated.

The transportation sector remains relatively stable with ocean container rates
remaining below historical levels as many companies frontloaded shipments ahead of
tariffs. The U.S. trucking market is seeing a decline of available capacity. This is
being driven by carrier exits, holidays and severe weather. The load-to-truck ratio
spiked to 9.9 :1 the week ending December 6. The decline of available truck load
capacity into year-end is more pronounced than in recent years, exacerbated by
heightened security and enforcement of commercial driver's license eligibility. This is
expected to have an impact through 2026.

The Federal Open Market Committee meeting on December 10 resulted in a quarter
point rate cut to the federal funds rate — the third rate cut in a row, which brought the
target range down to between 3.5% and 3.75%. This decision was made with a 9 to 3
vote. The Federal Reserve (the Fed) chair, Jerome Powell, stated after the meeting
that it was a “close call” and indicated policy makers are in a good place to “wait and
see how the economy evolves.” Predictions around this rate cut ahead of the meeting
were mixed, with some anticipating the cut and others expecting the government
shutdown and tariff-driven inflation pressures to prompt the Fed to hold rates

steady.

With the central bank more split than usual on the rate decision, here are a few
factors economists note regarding both December’s key takeaways and what to
expect going forward:

e Fed leaders anticipate more economic growth in 2026 but are cautious of a
slowing labor market. Lower rates could help drive hiring.

¢ Inflation rates remain above the Fed’s 2% target, though data is limited due
to the government shutdown. With lower rates, there is a risk consumer
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prices will also rise, although tariffs are another factor driving increased
consumer prices.

o Fed officials signaled they expect to lower rates just once next year but also
note future interest rate decisions will continue to be dependent on the
economy and balancing their dual mandate of maximum employment and
stable prices.

e Fed Chair Jerome Powell's term is up in May, and President Trump is set to
name a successor in January. Members of the Federal Open Market
Committee showed the most divide since 2019 in their December meeting,
but Powell said there's “no bad blood, just differing opinions.’

In September, the Consumer Price Index (CPI) rose 3.0%, less than forecasted, and
the Producer Price Index (PPI) increased 0.3% to 2.7%. The Bureau of Labor
Statistics (BLS) announced the data collected for October’s report will be
incorporated into the November report. Due to the government shutdown, they were
unable to collect sufficient data for a standalone October report. At this time,
November’s CPI report will be released on Thursday, December 18, and November’s
PPI report will be released on Wednesday, January 14.

When considering the Fed’s dual mandate (promoting maximum employment and
stable prices), tariffs can affect both elements. By raising the costs of goods, tariffs
can contribute to higher inflation, making it harder for the Fed to maintain price
stability. At the same time, if tariffs lead to trade disruption or reduced business
investment, they can slow economic growth and job creation, putting pressure on
employment.

President Trump has continued to make tariffs a central part of his trade policy, using
them to protect U.S. industries and pressure trading partners. While the tariff
environment remains everchanging, a summary of notable changes by month are
included below (but not reflective of all monthly tariff changes and developments).

o November: A 25% tariff on medium- and heavy-duty truck imports went into effect on
November 1. The United States reached several trade deals, including with
Switzerland, to reduce tariffs from 39% to 15%. The United States removed tariffs on
certain goods from Argentina, El Salvador, Guatemala and Ecuador that cannot be
grown, mined or produced in the United States.

e October: President Trump announced a 25% tariff on medium- and heavy-duty
trucks set to take effect on November 1. Trump said he will impose an additional 10%
tariff on Canadian goods in response to an ad released by the Ontario government
featuring former U.S. President Ronald Reagan. During his tour across Asia,
President Trump announced trade deals with Malaysia and Cambodia and signed
framework agreements with Thailand and Vietham. Trump and China’s President Xi
Jinping formalized a trade deal that includes the United States reducing tariffs on
Chinese goods by 10% in exchange for China’s cooperation to control the export of
chemicals used to produce fentanyl. China will also resume buying American
agricultural products and pause export restrictions on rare-earth minerals for one
year.

e September: The United States and Japan reached a trade deal in which Japan will
receive a reduced 15% baseline tariff rate on most of its imports and sector-specific
levies, and invest in select U.S. projects. The Trump administration created tariff
exemptions for more than 45 product categories that “cannot be grown, mined or
naturally produced in the United States” or that have a large deficit between domestic
supply and demand for countries that have a finalized trade deal with the United
States. The Supreme Court will review the legality of President Trump’s use of the
International Emergency Economic Powers Act to impose tariffs in the first week of
November. The Trump administration imposed a 10% tariff on timber and lumber
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imports and 25% on upholstered furniture and other wooden household cabinets and
vanities, effective October 14. Some countries with trade deals with the United States
will receive a reduced rate.

When looking at the impacts of tariffs on our business they include, but are not
limited to, the following areas:

e Increased costs for components and finished goods coming from impacted
countries.

o Tariffs may cause companies to seek alternative suppliers in countries not
subject to tariffs, which increases the risk of supply chain disruptions as
demand increases and increased logistical complexities potentially enter the
supply chain.

e Tariffs can also drive further onshoring. While both onshoring and
nearshoring build a more resilient supply chain over time, they also require
significant investments in infrastructure and workforce training, which can
drive up costs in the short term.

e Retaliatory tariffs on U.S. goods from countries responding to additional
tariffs could also add additional costs and challenges to the supply chain.

For additional information on tariffs, including a list of active, upcoming, and counter
tariffs, please read the Fact Sheet on our website.

Material Lead Times

November lead times decreased by 0.28 days overall, and all categories experienced
a decrease in lead times compared to October, except for DataComm, which saw a
0.81-day increase. Lead times are down 9% compared to 12 months ago, but we
have seen increases in lead times over the last six months. These increases can be
attributed to increased demand for raw materials related to tariff implementations,
leading to production constraints, in addition, there have been various suppliers
navigating ERP system conversions, leading to production and shipping delays. We
continue to work proactively to prevent gaps in inventory service related to lead-time
increases.

Key areas we are observing include:

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

Utility — Electrical, natural gas, communications

e Wire and cable: 600V aluminum, bare overhead distribution and
transmission, primary underground
Communication cable: loose tube and ribbon
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
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e Bypass meter valves and bars
e PE pipe, tap tees, and line stoppers

Logistics and Freight

Ocean freight market

As we close 2025, the global ocean freight market remains in a state of cautious
transition, shaped by softening demand, operational volatility and evolving
geopolitical and regulatory factors. Container shipping rates remain below pandemic-
era highs but have shown modest increases across key trade lanes in December.
According to the Drewry Container Index, global container rates at the end of
November were down 2% over the past month and down 45% over prior year.
Carriers are continuing to combat demand softening by implementing smaller, more
frequent rate hikes and “blanking” sailings to tighten capacity. Despite these tactical
adjustments, the overall market remains soft, with global demand underperforming
forecasts and retailers restocking conservatively ahead of the Chinese New Year.

Total U.S. container import volumes continued their softening trend in November,
down 5% over prior month and down 8% over prior year. This is a direct result of
many shippers frontloading shipments ahead of known and potential tariff impacts.
While November was soft, it was still the fourth largest November on record,
highlighting continued resilience and strength of the U.S. market even in the face of
uncertainty. Chinese imports continue to soften, down 20% over the prior year, driven
by trade regulations and uncertainty. Companies shifting toward Vietnam, Thailand
and other Southeast Asian countries continues as they look to diversify sourcing
strategies.

The tentative ceasefire in the Middle East has prompted some carriers to begin
planning a gradual return to the Suez Canal, which could shorten Asia-Europe transit
times by up to two weeks. However, most major lines remain cautious, citing ongoing
security risks. A full-scale return is expected to trigger short-term port congestion in
Europe and potential volatility in rates as capacity is released back into the market.
Until then, diversions around the Cape of Good Hope continue to add cost, time and
emissions to global trade.

Trucking market

As noted on page 1, the U.S. trucking market is seeing a decline of available
capacity. This is being driven by carrier exits, holidays and severe weather. The load-
to-truck ratio spiked to 9.9 :1 the week ending December 6. The decline of available
truck load capacity into year-end is more pronounced than in recent years,
exacerbated by heightened security and enforcement of commercial driver's license
eligibility. This is expected to have an impact through 2026.

National diesel prices have increased slightly, now at just over $3.80 per gallon in
early December, down from September but still higher than a year ago. Prices are
climbing due to seasonal demand driven by the heating season, coupled with
tightening U.S. supplies. Fuel remains the single largest operating expense for
carriers, and even small price changes can significantly affect transportation costs.

New class 8 (semi) truck orders are down 30% year over year, signaling caution and
limited confidence in a near-term market rebound. The recent 25% tariffs on imported
medium- and heavy-duty trucks and parts, went into effect in November and are
expected to drive significant cost increases across the U.S. transportation sector.
Fleet operators face higher prices for new vehicles and maintenance, with costs
rising by thousands of dollars per truck.

In late September, we reported the Federal Motor Carrier Safety Administration
(FMCSA) enacted an emergency interim final rule restricting the issuance and



renewal of “non-domiciled” commercial driver’s licenses (CDLs). Only individuals with
H-2A, H-2B or E-2 visas are now eligible, and licenses expire with the visa or after
one year, whichever is sooner.

e Ongoing impact: The rule is expected to affect up to 200,000 drivers — about
10% of all U.S. CDL holders — over the next two years, with California and
Texas hit hardest due to high concentrations of non-domiciled drivers. Many
states have paused issuance and renewal for refugees, asylees and DACA
recipients, and are conducting audits to ensure compliance.

¢ Industry response: The regulatory shift has already tightened driver supply,
especially in cross-border, drayage and produce-hauling segments.

e Legal challenges are ongoing, and the rule’s enforcement has been
temporarily paused by a federal court, but uncertainty is prompting carriers to
audit driver files, reevaluate risk and adjust hiring practices.

e Operational effects: Shippers and brokers should anticipate continued
volatility in driver availability, potential upward pressure on freight rates and
increased scrutiny of carrier compliance. Renewal cycles for eligible drivers
are shorter, creating more paperwork and administrative load for fleets and
employers.

Raw materials (commodities)

The ongoing impacts of supply disruptions, geopolitical developments, trade policies
and evolving demand conditions continue to drive market volatility impacting both
price and availability of commodities and raw materials. Developing supply
constraints, specifically in copper and other critical metals, have resurfaced attention
on global mining output, ore processing bottlenecks and smelter capacity issues, all
of which are tightening raw-material supply. While some progress is being made in
trade discussions between the United States and other nations, ongoing trade policy
shifts, currency fluctuations and persistent uncertainty around global demand are
contributing to ongoing uncertainty when it comes to raw materials and commodities.

Sign up for the Commodity Update for a monthly overview on what'’s affecting the
prices of copper, aluminum, steel and PVC.

» Copper — The global copper market is closely watching this year’s negotiations
between major miners and Chinese smelters, which have the largest capacity in the
world. These annual negotiations set the benchmark for global copper pricing and
provide miners with stable, long-term supply deals. This year’s talks are intensified by
a shortage of copper ore following a series of mine incidents that impacted global
production and overcapacity in China, which has led smelters to receive record-low
fees to process raw materials. Miners typically pay smelters to process ore into
finished metal, but due to tight supply and overcapacity, Chinese smelters are
concerned about processing fees that could be zero or negative, meaning they would
have to pay to receive raw materials. These low fees have affected copper smelters
worldwide, forcing some to cut production to offset them and address overcapacity.
Smelters around the world are operating at a combined 75% capacity, a record low
efficiency rate. However, copper futures on the London Metal Exchange reached a
record high in late October, fueled by tight supply, a weaker U.S. dollar, a weaker
production forecast and a potential trade agreement between the U.S. and China.
Copper prices remain elevated year over year.

* Aluminum — Demand for data centers and hyperscale projects has begun to drive
strong demand for aluminum, pushing prices up even as producers face increased
energy costs and global competition. Aluminum prices remain elevated by nearly
55% year over year. Aluminum plays a critical role in cooling systems and other data
center components. Demand is expected to nearly triple by 2030, but producing the
metal requires a vast amount of energy. U.S. smelters, like Alcoa and Century
Aluminum, have seen stock prices recover but are under pressure due to high
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electricity prices and competition with tech companies for power. Experts say for the
U.S. aluminum industry to be sustainable and competitive, there must be investments
made, and governments need to improve the regulatory permitting process.

» Steel — Germany’s largest steelmaker, Thyssenkrupp, announced an agreement
with a labor union to cut or outsource about 40% of its workforce and reduce
production capacity. Canada’s Algoma Steel will also cut its workforce by about one-
third beginning next year. Both steelmakers have cited unfair international
competition practices and escalating trade tensions affecting their production as a
key reason for layoffs, highlighting significant challenges the industry faces globally.
Additionally, officials from the United States and European Nations (EU) met in late
November to revisit details of their July trade agreement. The United States wants
the EU to change its digital technology rules; in exchange, it would reduce tariffs on
steel and aluminum imports. The two sides reached a trade agreement in July, in
which the United States set a reduced 15% tariff on most goods but kept a 50% tariff
on steel and aluminum. Canada plans to impose a 25% tariff on a list of steel-derived
imports starting Friday, December 26, to protect its industry. About 40% of products
on the list are from the United States.

* Resins — PVC prices continued their slight downward trend. Some suppliers have
attempted to push through price increases, citing demand, labor and transportation
costs.

* Lumber — Before the Fed decided to cut interest rates, lumber futures have
declined this month, nearing $530 per thousand board feet and almost 10% below
November’s high primarily due to too much supply in the market and softening
demand. The rate cuts should put downward pressure on mortgage rates and lift
homebuilding and renovation activity. Mills continue to hold large inventories after
buyers stocked up early in 2025 ahead of potential tariffs, leaving the market
oversupplied. At the same time, U.S. housing starts and building permits remain
below last year’s levels, and lower borrowing costs haven’t yet sparked a pickup in
new construction or renovation activity. With mortgage rates still relatively high and
housing demand soft, lumber consumption is expected to stay weak, keeping
downward pressure on prices for now.

* Crude Oil — West Texas Intermediate crude oil futures fell more than 2% to trade
below $59 per barrel in early December. Mixed forecasts regarding the overall
economic outlook have reduced expectations for transport and industrial
consumption, weighing on one of oil's main demand pillars. Meanwhile, U.S.
commercial crude inventories, excluding the Strategic Petroleum Reserve, declined
by 1.8 million barrels in the week ended December 5, approximately 4% below the
five-year seasonal average, according to the Energy Information Administration.
Geopolitical impacts were limited month-over-month after Ukraine confirmed there is
still no agreement with Moscow, keeping Russian sanctions in place.

Labor

After more than six weeks without economic data, the BLS published a delayed jobs
report on November 20. In it, the United States added 119,000 jobs in September,
which was more than economists expected. The unemployment rate rose to 4.4%,
the highest since October 2021. The BLS announced there will be no job report
published for October due to the government shutdown preventing sufficient data
collection. Instead, October’s data will be included in the November report, which will
be published Tuesday, December 16.

Key BLS numbers from September are shown below and continue to reflect a
cooling, but not collapsing, labor market.

e Unemployment rate: 4.4%, up from 4.3% in August.

e Labor force participation rate: 62.4%, up slightly from 62.3% in August.



e Total job additions (nonfarm payroll employment): 119,000.
e Average hourly earnings: $36.67, up $0.09 in September.

Conclusion

While our supply chain continues to improve, we anticipate seeing ongoing
challenges and pressures across all core markets we serve through the balance of
2025 and likely will never return to a pre-pandemic state.

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 work diligently to
justify all price increases align with current market conditions. We are focused on
more tightly integrating supply chains, improved 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.

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.



