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March 16, 2026
Valued Customer,

At Border States, we remain focused on providing clear, timely insights into the
global supply chain and what they mean for our customers and partners. As we
move deeper into March, supply chains across construction, industrial and utility
markets continue to operate with greater stability than in recent years, but they
remain highly sensitive to policy decisions, geopolitical risk and infrastructure-
driven demand. These dynamics are creating a more uneven operating
environment, reinforcing the need for early planning, flexibility and close
coordination across the supply chain.

Commodity markets remain a key driver of supply chain conditions. Copper and
aluminum prices continue to reflect tight long-term supply expectations and
strong demand tied to electrification and digital infrastructure, even as near-term
signals remain mixed. Steel markets are being supported by infrastructure
demand and trade measures, while energy markets are seeing recent inflationary
pressure following increased geopolitical disruptions. Together, these inputs
continue to influence pricing, availability and procurement strategies across each
of our core markets.

Transportation markets are also showing signs of transition. Trucking capacity
has tightened in early 2026 driven by multiple factors. Coupled with rising diesel
fuel prices, these will put imminent pressure on logistics costs. Ocean freight
markets have eased from early-year volatility but remain exposed to carrier
capacity management and ongoing geopolitical risk in the Middle East.

In late February, the United States and Israel conducted joint military strikes on
Iran. Iran responded with attacks against U.S. forces, Israeli territory and
infrastructure in several other areas. Since then, military engagements have
continued with strikes affecting energy and logistics infrastructure across the
region, including multiple Iranian oil storage facilities and a production transfer
center. These attacks on energy infrastructure, combined with threats to the
Strait of Hormuz and regional export routes (noted further below), have
contributed to crude oil prices above $100 per barrel. Additional potential impacts
to the supply chain include:

e The Strait of Hormuz, a key maritime corridor for oil and liquefied natural gas
(LNG) exports, has seen significant disruption to commercial traffic. The Strait of
Hormuz typically handles roughly one-fifth of global oil and a significant share of
LNG flows.

e Regional attacks have affected port operations and other logistics. Constrained
tanker movements and raised transit costs can also affect freight rates and
insurance premiums (see the “Logistics and Freight” portion of the letter for
additional details).
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Higher energy costs are filtering through transportation and manufacturing
sectors, increasing production costs and contributing to inflationary pressures.
Iraqi oil production and exports have declined sharply amid the conflict and
constrained tanker access. Global energy markets have responded to the
heightened volatility with increased crude oil prices and broader commodity
market reactions (see the “Commodity” portion of the letter for additional details).
Shipping route diversions to Africa are extending transit times for bulk and
container cargo, while port and logistics delays in the Middle East reduce
capacity.

In the energy markets, cuts in Gulf crude and LNG exports tighten supply and
increase fuel prices. Gulf crude refers to oil produced in countries of the Persian
Gulf region, mainly Saudi Arabia, Iraq, Kuwait, the United Arab Emirates, Qatar
and Iran. Gulf crude accounts for roughly 25% to 30% of total world oil output.
These factors can contribute to extended lead times, inflated costs and increased

uncertainty.

Despite ongoing efforts to de-escalate direct military confrontation, no cease-fire
framework has been formally agreed to, and military activity remains active
around Iran’s borders and the Strait of Hormuz.

A partial U.S. government shutdown began on February 14 primarily affecting the
Department of Homeland Security (DHS) and related agencies. The shutdown
stems from a political impasse over immigration policy and related reforms, with
negotiations between House Republicans and Senate Democrats stalling. As of
early March, the shutdown has entered its fourth week, with resolution dependent
on Congress passing new DHS funding. Meanwhile, approximately 50,000
Transportation Security Administration workers are working without pay, leading
to long security lines at major airports and rising absenteeism.

The partial U.S. government shutdown could indirectly influence Federal Reserve
(Fed) interest rate decisions by disrupting economic signals and weakening
confidence. With federal agencies, like the Bureau of Labor Statistics and
Census, delaying reporting of key data, the Fed has previously faced gaps in
employment, retail and trade information, making it harder to assess the
economy accurately. The Fed’'s next meeting is scheduled for Tuesday and
Wednesday, March 17 and 18.

Most economists are currently predicting the Fed will most likely hold rates at
3.5% to 3.75% at its next meeting, which was also the case in January’s meeting,
where benchmark interest rates were held. 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.

It is expected that Jerome Powell will chair the upcoming meeting, despite Kevin
Warsh’s nomination to succeed Powell as Fed Chair. A formal transition is
expected in May. While the Federal Open Market Committee (FOMC) ultimately
votes on interest rates and policy, a change in chair could potentially shift policy
priorities if a successor has different policy outlooks.



The Consumer Price Index (CPI), which measures changes in the average prices
consumers pay for goods and services over time, remained unchanged year over
year at 2.4% in February and rose 0.3% month over month. The Producer Price
Index (PPI), which measures changes in the average prices producers receive
for goods and services over time, rose 2.9% year over year and 0.5% month over
month in January. The Bureau of Labor Statistics will release the February PPI
report Wednesday, March 18. The PPI measures inflation at the production level,

while CPI 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 by recent month are included below (but not reflective of all changes
and developments).

February 20: The U.S. Supreme Court ruled President Trump’s use of

the International Emergency Economic Powers Act (IEEPA) to impose tariffs

is not legitimate, stating it “does not authorize the president to impose tariffs.”
This decision upholds lower court’s rulings, which found the tariffs imposed under
IEEPA are unlawful, and President Trump exceeded his authority. The impacted
tariffs include 10% baseline tariffs, reciprocal tariffs and steeper tariffs on

China, Mexico and Canada.

February 21: President Trump said he plans to increase the global tariff rate from
10% to 15% on all imports entering the United States. In response to the U.S.
Supreme Court’s ruling that the tariffs President Trump imposed under the
IEEPA are illegitimate, Trump officially announced a reinstated 10% global tariff
under Section 122 of the Trade Act of 1974.

Following this ruling, a U.S. Court of International Trade ordered U.S. Customs
and Border Protection (CBP) to refund approximately $166 million in collected
tariffs. However, CBP has stated it cannot immediately comply because
processing over 53 million entries from more than 330,000 importers would
severely disrupt its operations and national security functions. Refunds are
expected to be slow, as CBP develops a practical timeline and process for
reliquidation and as the administration potentially reinstates tariffs under other
trade laws.

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

February lead times increased by an average of 0.67 days month over month,
with all categories experiencing longer lead times compared to January, except
for natural gas and PVF, which saw a modest decline of 0.27 days. Overall, lead
times are 7% higher than this time last year and have increased 14% over the
past six months. These trends are driven by ongoing geopolitical uncertainty and


https://www.wsj.com/us-news/law/trump-tariffs-supreme-court-decision-29c26fa2
https://www.supremecourt.gov/
https://www.wsj.com/politics/policy/trump-increases-global-tariff-to-15-fdc2f89b
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tariff speculation, which have accelerated raw material purchasing and strained
production capacity. Additionally, growing demand from hyperscale data center
projects is impacting lead times and product availability. Key areas we continue
to observe are noted below.

Construction and Industrial

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

o Meter sockets and hubs

e Automation products controls

e  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
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

By-pass meter valves and bars

PE pipe, tap tees and line stoppers

Logistics and Freight

As we move through March, logistics markets remain fairly stable compared to
the volatility of recent years, though conditions remain highly sensitive to fuel
costs, regulatory actions and geopolitical developments. Overall, freight demand
remains moderate, but transportation costs are increasingly influenced by
capacity rather than volume-driven pressure.

The outlook for the remainder of 2026 reflects a more normalized freight
environment, with fewer extreme disruptions but also less excess capacity than
many customers experienced in early 2025. Carrier behavior, regulatory
enforcement and energy market volatility will continue to play a meaningful role in
shaping transportation availability and pricing across modes.

Ocean freight market

Ocean freight markets have largely stabilized in March following early year
volatility, with container rates remaining relatively flat across major trade lanes.
This stabilization reflects balanced global capacity, normalized U.S. import
demand and disciplined carrier capacity management. While pricing remains at



or below historical levels, carriers continue to actively manage supply through
blank sailings, attempts at general price increases and network adjustments to
protect rate floors.

U.S. container import volumes remain below prior year levels, driven by cautious
inventory strategies and ongoing supply chain diversification. While China
remains the single largest country of origin for U.S. Imports, representing over
35% of total volumes, import demand continues to shift toward Southeast Asia —
particularly Vietnam, Thailand and Indonesia — as companies rebalance
sourcing strategies amid ongoing trade and tariff uncertainty. This shift is
changing lane-level dynamics but has not yet translated into broad rate pressure.

Despite stable pricing, service reliability remains uneven. Transit times and
schedule consistency continue to vary as carriers adjust routing and capacity in
response to geopolitical risk. While limited vessel traffic is gradually returning to
the Red Sea and Suez Canal, many carriers continue to avoid this lane, creating
additional transit time and capacity. Elevated military conflict in the Middle East
— particularly around the Strait of Hormuz in the Persian Gulf, introduces
ongoing risk to fuel costs, marine insurance premiums and network predictability,
even in the absence of immediate rate escalation.

Trucking market

The U.S. trucking market is showing clear signs of tightening as we progress
through the first quarter, driven less by demand growth and more by structural
capacity constraints. While overall freight volumes remain relatively stable,
stricter Commercial Driver’s License (CDL) driver regulations, slower fleet
replacement and ongoing carrier exits are placing upward pressure on rates and
availability, particularly in weather-impacted regions and specialized equipment
segments.

Flatbed capacity remains notably constrained, especially in lanes tied to
construction, energy and infrastructure activity. Load-to-truck ratios have
increased significantly through the first quarter and last year, up 90% from March
2025 and 300% from 2024. This is signaling reduced flexibility in securing
capacity during peak periods.

Regulatory enforcement continues to influence capacity availability. Heightened
oversight related to CDL eligibility — including nondomicile driver requirements
— is extending onboarding timelines and removing drivers from the market.
While these measures support long-term safety and compliance, they are
contributing to near-term tightness and higher baseline transportation costs. The
Federal Motor Carrier Safety Administration (FMCSA) estimates the total driver
population of non-domicile CDL drivers at more than 200,000 who will be unable
to renew under the new regulations. Legal challenges with these new policies
continue, but many carriers and individual states are proactively incorporating
fleet and hiring practices that are already having an immediate impact on driver
availability.

Diesel fuel prices remain a critical variable for the truck market. Recent volatility
in oil markets, driven by the escalating military action in the Middle East, is



elevating diesel fuel prices with per gallon prices up 25% over the past 30 days,
the highest point since 2022. This trend in ail pricing increases the likelihood of
fuel surcharges and will translate to per-mile price pressure as long as fuel costs
remain elevated.

Raw materials (commodities)

In recent months, global commodity markets have experienced price increases
across a range of core materials, reflecting the impacts of geopolitical tensions,
regulatory shifts and increasing demand.

e Heightened uncertainties in international trade and the supply chain have
increased volatility, notably the conflict in Iran and impact to the Strait of Hormuz.

e The U.S. Supreme Court’s decision on the International Emergency Economic
Powers Act (IEEPA) does not affect copper, steel and aluminum tariffs, which
were imposed under a separate authority (Section 232 of the Trade Expansion
Act of 1962), and remain in effect.

o Robust demand from hyperscale infrastructure and data center projects has
tightened supply, reinforcing upward price pressures.

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

» Copper — Despite global copper inventories rising to 1.1 million metric tons, the
most in 23 years, prices have reached unprecedented highs this year, driven by
demand for hyperscale projects and supply disruptions at major mines in late
2025. The contradiction between inventory levels and prices suggests the copper
market is looking past the current supply surplus in favor of a projected long-term
deficit. This future deficit is driven by the critical need for copper in Al and related
projects and supply shortages from mines and smelters. Copper prices have
been hovering around $5.90 per pound over the last week, up nearly 38% when
comparing February 2025 to February 2026.

* Aluminum — Aluminum prices have reached a new high for the year on the
London Metal Exchange, driven by concerns over supply disruption due to
escalating conflict in the Middle East. The Middle East accounts for 9% of global
aluminum production and one-fifth of the production outside of China. Bahrain,
United Arab Emirates and Saudi Arabia are major aluminum suppliers. The
conflict could disrupt critical trade routes, such as the Strait of Hormuz. Notably,
Midal Cables, a major aluminum manufacturer based in Bahrain, faces potential
disruptions because it nearly exclusively uses the Strait of Hormuz. Some,
though not all, U.S. wire and cable manufacturers source several aluminum rods
from Bahrain. Experts say the scale of any potential supply disruption depends
on how long the conflict persists. In other news, Emirates Global Aluminum and
Century Aluminum announced the joint development of a new aluminum
production facility in Oklahoma, aiming to boost domestic production.

« Steel — In early March, %-inch steel pipe saw a 7% to 10% price increase
nationally. The price increase was driven by higher demand from data centers
and the ramp-up to the spring construction season. Price increases can occur to
control demand and build inventory. In steel-related news, U.S. Forged Rings, a


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

steel startup, announced a major investment in North Carolina for its new
manufacturing facility, where it plans to expand the domestic production of critical
steel components to serve the industrial sector.

* Resins — The PVC market saw a 7% to 10% price increase in early March,
while resin saw a 1% price increase in February. Suppliers report strong
inventory levels, except for large-diameter pipes and special radius bends, which
have extended lead times. The resin market is expected to grow by nearly 5% by
2035, driven by demand in the packaging and automotive industries which
highlights an increased reliance on lightweight and durable materials across a
range of vital industries.

* Lumber — Lumber futures declined toward $550 per thousand board feet,
marking a six-week low. The North American housing sector continued to be
sluggish with demand weakening as January data showed a 7% year-over-year
drop in single family starts and an 8.4% decline in units under construction. On
the supply side, regional inventory remained elevated. The impact of a 45% tariff
on Canadian softwood lumber has also impacted demand and builder confidence
in the market.

* Crude Oil — West Texas Intermediate crude oil futures rose more than 23%
month over month to above $100 per barrel, as major Middle Eastern producers
started to cut output following disruptions in the Strait of Hormuz. With tanker
traffic heavily restricted, several major producers, including Saudi Arabia, the
United Arab Emirates, Kuwait and Iraq, have begun curbing output as storage
facilities fill. The supply disruption has elevated concerns about global energy
shortages and rising inflation. The previous time prices rose above $100 per
barrel was after Russia invaded Ukraine in 2022.

Labor

According to the U.S. Bureau of Labor Statistics, total nonfarm payroll
employment decreased by 92,000 jobs in February, reversing most of the gains
reported in January, when employment increased by approximately 130,000
jobs. The current economic environment — which includes key factors, like
fluctuating oil prices and geopolitical tensions — suggests a cautious but still
stable labor market, signaling a period of softening rather than abrupt weakness.

Detailed labor statistics for February are noted below:

¢ Nonfarm payroll declined by 92,000, which was weaker than expected.

e The unemployment rate rose to 4.4%, signaling a softening in labor market
conditions.

e The Labor force participation rate declined slightly from 62.6% to 62.0%,

indicating a slight decline in the percentage of the working-age population that is
either employed or actively looking for a job. A higher rate generally implies more
people are working or actively seeking work, which can signal a stronger job
market. A lower rate usually implies fewer people are engaged in the labor
market, which can reflect a weaker labor market.

Average hourly earnings increased 0.4% month over month and roughly 3.8%
year over year, showing ongoing wage growth despite the weakening job market.



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.

bwsp L

Richelle Bishoff Tony Serati
VP Industrial Solutions 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.



