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Valued Customer,

At Border States, keeping you informed on the evolving state of the global supply chain
remains a top priority. Across our core markets — construction, industrial, and utility — supply
chains continue to show resilience entering February, but conditions remain highly dynamic
and uneven by product category. Customer demand remains solid in key end markets, while a
combination of policy, logistics and material-specific factors continue to influence cost,
availability and lead times. We remain committed to providing timely, actionable insights to
help you plan effectively and navigate these conditions with confidence.

As we progress through early 2026, supply chain conditions are increasingly shaped by tariff
uncertainty, tightening transportation capacity and strong demand tied to grid investment and
datacenter and hyperscale infrastructure projects. While overall U.S. economic growth
remains moderate, government actions — including trade policy, Department of
Transportation regulations and interest rate decisions — continue to introduce volatility into
supply chains and cost structures. These forces are particularly impactful for electrical
materials that rely on globally sourced metals, specialized manufacturing and time-sensitive
logistics.

Commodity markets remain volatile, with metals continuing to exert meaningful price pressure
across all markets we serve. Copper prices remain elevated due to tight global supply and
sustained demand tied to electrification, grid hardening and digital infrastructure but are down
slightly from January highs. Aluminum pricing continues to be influenced by tariffs, energy-
intensive production costs and strong demand from datacenter and utility scale projects. Steel
markets are facing mixed signals, with domestic pricing supported by tariffs and infrastructure
demand, while international competition and trade developments continue to influence market
dynamics.

Trucking capacity is tightening as carrier exits, regulatory changes and slower fleet
replenishment place upward pressure on per-mile freight rates, even as fuel prices remain
relatively stable. Ocean freight markets are experiencing seasonal rate pressure tied to carrier
capacity management and ongoing geopolitical risk, reinforcing the importance of early
planning and schedule flexibility for imported commodities and finished goods.

While supply chains today are more stable than in recent years, they remain structurally
different than prepandemic conditions. Policy shifts, geopolitical events and long-term
investment in electrical infrastructure are reshaping how materials are sourced, produced and
delivered. The information below reflects current market conditions as of today and will
continue to evolve as these forces develop.

A partial government shutdown began January 31 and lasted four days, ending February 3,
when a bipartisan spending bill was passed and signed into law. The main political dispute
centered on immigration enforcement policy and funding for the Department of Homeland
Security (DHS). Due to the short duration of the shutdown, overall impacts to the supply chain
and economy, such as delayed federal paychecks and temporary interruptions in the
government data releases, are expected to be limited. Some reports note risk of an additional
shutdown since the spending bill extended funding for two weeks to allow time for
negotiations. This extension expired on February 13th.

Border States | 2400 38™ St S | Fargo ND 58104



While government shutdowns can impact Federal Reserve (Fed) decisions, this one will likely
have minimal impact given its short duration. Shutdowns can affect Fed policy in multiple

ways:

Economic data disruptions: Shutdowns can delay or reduce the accuracy of key economic
indicators, including job reports and inflation measures, which the Fed relies on for monetary
policy decisions.

Short-term economic impacts: Shutdowns can slow government spending and temporarily
reduce consumption and GDP growth. This can influence rate decisions, as the Fed might
lower interest rates or delay any rate increases, making borrowing cheaper if the economy
shows signs of slowing.

Market uncertainty: Shutdowns can introduce uncertainty into financial markets, which can
affect consumer and business confidence. This is a factor the Fed evaluates when assessing
economic momentum.

The Fed held its benchmark interest rate at the January meeting, pausing its recent rate-cut
trend. Two voting committee members preferred a quarter-point cut, but rates were held at
3.50% to 3.75%. The next Fed meeting is scheduled Tuesday and Wednesday, March 17 and
18. Economists currently anticipate low odds of the Fed choosing to cut rates at this meeting
but do expect one rate cut in 2026. The Fed has a dual mandate of promoting maximum
employment and maintaining stable prices. Promoting maximum employment is about
ensuring as many people as possible who want to work can find jobs, and maintaining stable
prices includes keeping prices low and predictable, around the Fed's 2% inflation target. A few
key factors when looking further ahead into 2026 are noted below:

Fed Chair Jerome Powell’s current term as Chair of the Board of Governors is scheduled to
end Friday, May 15. His broader appointment to the Fed’s Board runs longer, and Powell will
remain a governor until January 2028. While the Federal Open Market Committee ultimately
votes on interest rates and policy, a change in chair could potentially shift policy priorities if a
successor has different policy outlooks. President Trump announced Kevin Warsh, former
Fed governor, as his nominee to succeed Powell. The Senate must Warsh before he can take
over the position. In the meantime, Warsh is expected to fill the Board of Governors’ position
that Stephen Miran temporarily held.

The U.S. labor market is widely expected to moderate this year, with current projections
anticipating slowing job growth and a gradually rising unemployment rate. Conditions are not
currently expected to reflect a deep downturn. Slower hiring, modest employment gains and
continued uncertainty around tariffs, immigration policy, technology and other factors will
affect demand for workers.

Geopolitical events will continue to have an impact on the economic outlook.

Real Gross Domestic Production (GDP), which is the total value of goods and services
produced in a country and a primary indicator of economic health, is forecasted to grow
moderately in the United States this year.

Tariffs (further summarized in the section below) continue to influence the 2026 outlook,
impacting both cost and trade patterns. While many early tariff-related cost pressures are
easing, higher import costs continue to influence consumer prices and supply chain decisions.
Tariffs will continue to contribute to inflationary pressures and are likely to remain a factor in
trade dynamics and cost planning, but their net effect on GDP growth is expected to be less
severe than in prior years according to some economists.

The Consumer Price Index (CPI), which measures changes in the average prices that
consumers pay for goods and services over time, rose 2.4% year over year in January,
down 0.3% from the prior month. The Producer Price Index (PPI), which measures
changes in the average prices that producers receive for goods and services over time,
rose higher-than-expected in December 2025 at 0.5% month over month, on an annual



basis increased 3.0% after rising by the same margin in November 2025. The Bureau of
Labor Statistics will release the PPI report for January on Friday, February 27. The PPI
measures inflation at the production level, while CPl measures inflation at the consumer
level.

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. Tariffs can impact both
elements of the Fed’s dual mandate. 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.

While the tariff environment remains ever-changing, a summary of notable changes in the
recent month are included below but are not reflective of all monthly tariff changes and
developments.

e The Supreme Court has not yet issued a ruling on whether President Trump’s use of the
International Emergency Economic Powers Act (IEEPA) was legal. Under IEEPA, which
allows the president to act in response to unusual or extraordinary threats, the Trump
administration imposed several categories of tariffs in 2025. These included tariffs on imports
from China, Canada and Mexico tied to alleged threats, such as fentanyl trafficking, reciprocal
tariffs and punitive/secondary tariffs, which include tariffs on all goods imported from countries
that import Venezuelan oil. The next round of rulings is currently scheduled for Friday,
February 20.

» The United States and India reached a trade deal under which the United States will reduce
the reciprocal tariff on Indian imports from 25% to 18% and drop the additional 25% tariff
imposed over India’s purchases of Russian oil. In exchange, India has agreed to stop buying
oil from Russia.

e In January, the planned tariff increase on upholstered furniture, household cabinets
and vanities was delayed for one year and will remain at 25% due to productive negotiations
with trade partners, according to White House officials. President Trump withdrew his plan to
impose an additional 10% tariff on NATO allies after reaching an outline of a deal on
Greenland and the Arctic region with NATO Secretary General Mark Rutte. Lastly, President
Trump said he would impose a 100% tariff on all Canadian goods if Canada made a trade
deal with China.

e President Trump announced plans in January for new tariffs on eight European nations tied to
disagreements over Greenland, initially proposing 10% duties starting February 1 and rising to
25% in June if negotiations failed. In late January, a framework of a deal was reached with
European leaders, defusing the dispute and stopping plans to move forward with these
additional tariffs. The European Union also extended a suspension of tariffs on approximately
$110 billion in U.S. imports for six months, reflecting reduced escalations after these
negotiations.

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.

e 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 further costs and challenges to the supply chain.


https://www.wsj.com/economy/trade/trump-rolls-back-tariffs-on-furniture-and-kitchen-cabinets-a1beddd5
https://www.wsj.com/livecoverage/greenland-trump-tariffs-trade-eu
https://www.wsj.com/politics/trump-threatens-new-tariffs-on-canada-over-china-f0e0615a

Additionally, the United States and Mexico announced a coordinated 60-day plan in early
February to develop aligned trade and supply chain policies for critical minerals. The plan
focuses on several strategic objectives, including reducing vulnerability and potential
disruptions; coordinating on potential trade measures; aligning mining, processing and
manufacturing regulations and standards; improving extraction, processing, geological
mapping and technology needed for minerals; and exploring coordinated stockpiling and rapid
response tools in case of sudden supply shocks.

Critical minerals are natural elements and metals essential for the economy and national
security. Rare earth elements are a special subset of critical minerals — 17 elements, with
unique magnetic, optical and electrical properties, that make them crucial for certain
applications and defense systems. Today, the United States relies heavily on imports for most
of its critical minerals, with Mexico being a meaningful producer of several critical mineral
commodities. The high dependency the United States has today creates vulnerabilities, which
have contributed to the focus on strengthening domestic production and regional partnerships,
such as the one with Mexico, to ensure competitiveness and national security.

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

January lead times increased by 0.45 days overall, with all categories experiencing an
increase in lead times compared to December 2025. Lead times are up 4% compared to 12
months ago, and we have seen a 13% increase in lead times over the last six months. These
increases continue to be attributed to increased demand for raw materials related to tariff
implementations, leading to production constraints. In addition, hyperscale project demand
has started to impact lead times and product availability for materials critical to data centers.
Winter storms impacting the southern portion of the mainland United States temporarily
impacted lead times for vendors with distribution or manufacturing facilities in the region;
however, they are stabilizing quickly.

Key areas we are observing include:
Construction and Industrial

e Distribution equipment: Circuit breakers, load centers, panels, switches
e Fuses

e Meter sockets and hubs

e Automation products controls

o Strut

e Cable tray

e Ground Rods

e Steel Conduit (EMT, GRC, IMC)

Utility — Electrical, natural gas, communications

e \Wire and cable: 600V aluminum, bare overhead distribution and transmission,
primary underground

e Communication cable: loose tube and ribbon

e Transformers, capacitors and voltage regulators


https://solutions.borderstates.com/blog/fact-sheet-tariffs-on-imports-from-canada-mexico-and-china/

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

As we progress through the first quarter of 2026, logistics markets remain more stable than
the highly volatile conditions that defined the past few years. The market outlook for 2026 is
one of normalized demand and fuel price stability, but it will be heavily influenced by
government policy and ongoing geopolitical disruption.

Ocean freight market

Ocean freight markets continue to see normalizing global demand compared to prepandemic
levels, following considerable volatility in 2025 driven by tariff uncertainty. Global container
rates have eased in early February as capacity continues to expand and demand softens
modestly across key trade lanes. Container rates across all lanes declined 23% over the past
month as carriers worked to artificially increase market rates through general rate increases to
begin the year. At the same time, service reliability remains uneven as carriers actively
manage capacity through blank sailing and schedule adjustments to prevent further rate
erosion.

U.S. container import volumes reached more than 2.3 million TEUs (20-foot container
equivalents) in January 2026, approximately a 7% decline compared with January 2025, but a
4% increase month over month. January U.S. import volumes from China are up 9% from
December, but down 23% year over year and 25% below the July 2024 peak. While both
countries continued to signal a desire to manage ongoing trade tensions, the broader trade
policy remains fragile and unpredictable in 2026. As companies redesign their supply chains
to reduce reliance on China, import demand continues to shift to other Asian countries,
particularly Vietnam, Thailand and Indonesia.

A key development shaping ocean markets is the gradual and selective return of vessels to
the Red Sea and Suez Canal. While some major carriers have resumed limited transits,
routing remains inconsistent and subject to rapid change based on continued fragile peace
negotiations with Israel and Hamas. This partial reopening is contributing to downward
pressure on both spot and contract rates, but it has not yet restored predictable transit times
or network stability. Friction between the United States and Iran is creating additional maritime
security risk in the Middle East, particularly around the Strait of Hormuz in the Persian Gulf, a
critical chokepoint for global crude oil, where as much as 25% of global petroleum product
volumes transit.

Trucking market

The U.S. trucking market is showing clear signs of tightening as we move through February,
driven less by demand growth and more by structural capacity constraints. While overall
freight volumes remain moderate, winter weather disruptions and reduced carrier availability



are putting pressure on load-to-truck ratios and pricing. Spot rates increased temporarily in
late January and early February as winter storms tightened capacity across key regions, and
while some easing is expected, baseline transportation costs are now forecasted slightly
higher for 2026. Capacity, particularly on flatbeds, is tightening, more notably in border and
coastal lanes. Load-to-truck ratios have increased 14% over prior year and more than 70% on
vans and flatbeds, respectively.

Carrier exits over the past two years, slower equipment replacement and delayed investment
continue to reduce effective capacity. These pressures are being compounded by heightened
regulatory enforcement around Commercial Drivers License (CDL) eligibility and training for
“non-domicile” drivers, which is removing drivers from the market and lengthening onboarding
timelines for new capacity. While these actions support long-term safety and stability, they are
contributing to near-term capacity constraints. While the current “non-domicile” regulations are
under legal challenge, it is estimated 1 in 20 interstate CDL license holders will be forced to
exit the market if legislation holds.

Raw materials (commodities)

The commodity market continues to be shaped by a mix of geopolitical events and risk,
evolving trade policy, shifting demand patterns, the U.S. economy and Fed decisions,
including President Trump announcing Kevin Warsh to replace Federal Reserve Chair Jerome
Powell when his term ends in May. These factors, and others, drove the price and availability
changes noted below throughout January and February to date.

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

» Copper — Copper prices declined from record highs on January 30. The single-day spike
was mainly driven by buying from investors in China, who expected prices to rise due to
global demand for hyperscale projects, possible Fed chair nominees and the U.S. dollar
weakening further. A Fed Chair nominee could impact copper because the market interprets a
candidate’s likely stance on rate changes as a signal for future U.S. growth, industrial activity
and borrowing costs, all of which drive copper demand. Additionally, major copper miners
report sizable 2025 fourth-quarter production results, with Rio Tinto reporting an 11% increase
in copper production and Freeport-McMoRan reporting “better-than-expected” results, as
higher copper prices offset the production decline following a natural disaster incident at
Indonesia’s Grasberg mine in September 2025.

* Aluminum - Since President Trump imposed a 50% tariff on aluminum imports, the U.S.
Midwest Premium (MWP) has more than doubled, driving domestic prices to rise faster than
international prices. The MWP is the regional price of aluminum in the Midwest and an
additional cost added to the global benchmark price. Aluminum prices have increased more
than 100% from January 2025 to January 2026. Another factor contributing to the increase is
related to copper. As copper prices increase, aluminum demand can increase as it becomes a
cheaper alternative to buy. In additional news, Aluminum Corporation of China and Rio Tinto
have agreed to buy a majority stake in Brazilian aluminum producer, Companhia Brasileira de
Aluminio, making a significant move toward low-carbon aluminum production.

« Steel — In January, the 2026 Fastmarkets Circular Steel Summit was hosted in Houston,
Texas. Industry leaders highlighted that tariffs and trade policies have strengthened the
domestic steel market, driving healthier pricing and reducing import pressures with overall
North American steel production being seen as resilient, and growth potential supported by


https://borderstates.wufoo.com/forms/r4w7aby10vs6i5/

strong domestic demand and improved industrial competitiveness. Summit speakers noted
several challenges that could impact supply chains and market stability. Scrap availability and
quality remain inconsistent; logistics and transportation constraints, including port congestion
and labor constraints; and policy uncertainty, despite the noted benefits, were all mentioned
as potential risk factors. Steel prices have increased roughly 44% year over year, with export
levels rising to record highs and production output from China, one of the world’s largest steel-
producing nations, slowing to a seven-year low, further highlighting earlier comments around
a strengthened U.S. steel market.

* Resins — Resin prices have declined year over year, with many PVC suppliers struggling to
pass through price increases in recent months despite increased demand. This dynamic is
partly driven by rising production capacity outpacing the growth in consumption. Improved
domestic supply, coupled with lower ethylene and propylene — key feedstocks for producing
PVC — prices have kept inventories high, putting downward pressure on prices even as end-
user demand remains strong.

* Lumber — Over the past three months, lumber prices have declined 12.5%, increasing
slightly by 0.37% month over month. Seasonal demand expectations have strengthened as
builders begin positioning ahead of the spring construction period, when consumption typically
improves. Industry forecasts are predicting a slight increase in U.S. housing starts and repair
and remodel activity in 2026 as the Fed has reduced interest rates throughout 2025, with an
additional cut predicted for 2026. At the same time, longer-term supply growth remains
constrained by ongoing tariffs on Canadian softwood and slower capacity expansion across
North America.

* Crude Oil - WTI (West Texas Intermediate) crude oil futures rose above $63.50 per barrel
in early February. The Organization of the Petroleum Exporting Countries (OPEC), which
represents major oil-producing nations that coordinate production levels to influence global oil
prices and supply, saw output fall in January as lower production in Nigeria and Libya
outweighed increases from other members. Rising tensions in the Middle East, especially
concerns near the Strait of Hormuz and Gulf of Oman, partially contributed to prices
increasing as fears of potential disruption rise.

Labor

The partial government shutdown that began January 31 delayed the release of the January
jobs report. The Bureau of Labor Statistics released the jobs report February 11 instead of the
originally planned release date of February 6. While the data itself has been largely collected,
the delay was primarily around publication and not necessarily missing underlying information.

In January, the BLS reported:

e The U.S. economy added 130,000 jobs, which is more than expected. Job gains were
concentrated primarily in healthcare, social assistance and construction. While federal
government and financial activities lost jobs.

¢ Unemployment decreased to 4.3%, reflecting little change from the prior month, but higher
than 4.0% one year ago.

o The labor force participation rate steadied at 62.5%.

e Average hourly earnings rose 0.4% month over month and 3.7% higher year over year.



Conclusion

While our supply chain continues to improve, we anticipate seeing ongoing challenges and
pressures across all core markets we serve through 2026 and likely will never return to a
prepandemic 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 working 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.

Gusep AL

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.



