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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. As we move through
April, supply chains across construction, industrial and utility markets remain
more stable than in recent years, but volatility has re-emerged in several key
areas, largely driven by geopolitical disruption, elevated energy costs and
continued infrastructure-driven demand. These trends are creating a more
uneven operating environment and reinforce the importance of early planning,
flexibility and close coordination across the supply chain.

Commodity and energy markets are the primary drivers of current supply chain
conditions. Copper prices remain elevated, aluminum is trending toward
multiyear highs from energy-supply risks in the Middle East, and steel demand is
rising as construction, utility and hyperscale infrastructure demand continues. At
the same time, near-term fuel volatility has become a key cost variable as diesel
prices spiked sharply in March, putting near-term upward pressure on both
freight costs and broader inflation.

Transportation markets are also shifting as higher fuel costs, carrier capacity
management and fewer CDL drivers on the road contribute to higher logistics
costs. Ocean container rates are rising, driven by fuel-cost inflation, carrier
capacity discipline (including blanked sailings) and elevated geopolitical risk in
the Middle East. Conditions through the Strait of Hormuz remain constrained and
inconsistent, adding uncertainty to routing and transit times. On the domestic
side, truckload capacity has tightened rapidly — especially for flatbed equipment
— pushing spot rates to their highest levels since 2022 and increasing the
likelihood of sustained freight cost pressure throughout 2026.

The Federal Reserve (Fed) held its scheduled Federal Open Market Committee
meeting March 17—-18. Consistent with expectations from most economists, the
Fed maintained benchmark interest rates within the range of 3.5%-3.75%,
continuing its wait-and-see approach amid geopolitical uncertainty and mixed
economic indicators. A stronger-than-expected labor market and modestly rising
inflation tied, in part, to energy and tariffs has contributed to holding rates steady.
Many economists now anticipate any rate reductions may be pushed out to later
in 2026. Fed Chair Jerome Powell presided over the March meeting. The Fed is
scheduled to meet again Tuesday—Wednesday, April 28—-29, and Tuesday—
Wednesday, June 16-17.

The Consumer Price Index (CPI), which measures changes in the average prices
consumers pay for goods and services over time, rose 3.3% year over year and
increased 0.9% from the previous month. This marks a notable increase from the
2.4% year-over-year gains reported by the Bureau of Labor Statistics (BLS) over
the prior two months. The Producer Price Index (PPI), which measures changes
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in the average prices producers receive for goods and services, rose 0.5% month
over month in March and increased 4% year over year, the largest 12-month gain
since February 2023. With PPI running above CPI, there is increased risk that
upstream cost pressure will be passed through to customers over the next
quarter.

The partial U.S. government shutdown began February 14, primarily affecting the
Department of Homeland Security (DHS) and related agencies following a
political impasse over immigration policy and associated reforms. As the
shutdown extends into multiple weeks, impacts to airport operations, immigration
services and border security functions could create supply chain risk through
extended transit times and higher logistics costs. The Senate has approved a
funding bill, but the House of Representatives has not yet passed it, leaving final
resolution uncertain. In the meantime, President Trump issued a directive to
resume pay and provide back pay to affected DHS workers, reducing some
operational strain but not ending the shutdown itself.

While a temporary truce was announced earlier this month between the United
States and Iran, shipping through the Strait of Hormuz — a critical waterway for
the transport of roughly 20% of global oil and liquefied natural gas — remains
constrained and has not returned to normal operating conditions. Recent
escalation, including new U.S. enforcement measures affecting traffic linked to
Iranian ports, has reinforced the risk of delays, rerouting and sustained energy
cost volatility.

On February 20, the U.S. Supreme Court ruled tariffs imposed under the
International Emergency Economic Powers Act (IEEPA) were unconstitutional,
invalidating fentanyl, reciprocal and other related tariffs imposed under this act.
Following this ruling, the U.S. Court of International Trade (CIT) ordered U.S.
Customs and Border Protection (CBP) to refund these duties to importers. While
the Supreme Court has established the legal basis for IEEPA tariff refunds, the
operational process is still being finalized. The government may appeal CIT
orders, which could affect timing, but proactive preparation positions importers to
best secure refunds. The CBP released an update this week indicating the refund
system, known as the Consolidated Administration and Processing of Entries
(CAPE), will be deployed in four stages and is now between 60% and 85%
complete. For reference, there are more than 333,000 importers, 53-plus million
entries and about $166 billion in collections involved. Importers are advised to
prepare documentation, enroll in ACH and monitor CAPE developments to
ensure recovery.



The table below outlines the various tariff authorities, intention and current legal
status.

Law/authority Trigger Goal Who investigates? Current legal status
IEEPA (1977) National emergency. Sanctions, trade None. Allows the Supreme Court struck
controls president to act directly. | down tariffs.
Section 232 (1962) National security. Protect defense supply | Commerce Department. | Legal, active.
chains.
Section 301 (1974) Unfair foreign practices. | Retaliation/pressure .5 Trade Legal, active.
Representative.
Section 201 (1974) Surge of imports Provide temporary relief | U.5S. International Trade | Legal, less active.
harming industry. for four years. Commission.
Section 122 (1974) International payments | Provide None. Allows the Legal, active.
problem temporary surcharge president to act directly.
to correct large
balance-of-payment
deficit for up to 150
days.

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).

e On April 2, President Trump announced changes to the tariffs on imported
steel, aluminum and copper. The tariff on finished products has been
reduced from 50% to 25%. The 25% rate will apply to the full value of a finished
product, containing steel, aluminum or copper, rather than the value of the
metal in the product. The 50% tariff will remain for commodity-grade products
mostly made of the respective metals. Products that contain less than 15% of
steel, aluminum or copper by weight will not be subject to this specific tariff;
instead, they will be subject to the separate 10% global tariff.

e In February, the United States and India reached a trade agreement under which
the United States will reduce its reciprocal tariff rate on Indian imports from 25%
to 18% and lift the additional 25% tariff previously imposed over India’s purchase
of Russian oil.

e On February 20, the U.S. Supreme Court ruled President Trump’s use of
the IEEPA to impose tariffs is not legitimate, stating, it “does not authorize the
president to impose tariffs.” Additional details are found in the paragraph above.

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

e 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.

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, bringing production back to a business’
home country. 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.


https://www.wsj.com/economy/trade/trump-expected-to-overhaul-steel-aluminum-tariffs-53e3574f
https://www.wsj.com/us-news/law/trump-tariffs-supreme-court-decision-29c26fa2
https://www.supremecourt.gov/

o 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

Lead times increased modestly month over month, with most categories
experiencing longer supplier lead times compared to earlier in the year. Overall
lead times remain above this time last year, as geopolitical uncertainty and tariff
speculation continue to accelerate raw material purchasing and strain production
capacity. In addition, continued demand from hyperscale data center projects is
impacting lead times and product availability. Key areas we are observing are
noted below.

Construction and Industrial

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

e 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

Logistics markets have shifted significantly in April from a stable, normalized
environment to a more volatile, disruption-led market. While underlying freight
demand is still relatively steady, transportation costs and service reliability are


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

increasingly being driven by fuel inflation, carrier capacity actions and geopolitical
risk — particularly across ocean networks and energy-sensitive U.S. trucking.

Looking ahead, 2026 is increasingly shaping up as a transition year for freight.
Demand is expected to remain uneven, but the market is tightening on the supply
side as carrier exits, cautious equipment investment and driver availability
constraints reduce excess capacity. Sharp fuel cost increases are elevating
transportation costs, with no clear indication of when energy prices will
normalize. As a result, rate floors are rising and seasonal disruptions (weather,
peak shipping windows and regulatory events) are more likely to create larger
price swings than in the past two freight recessionary years. The key takeaway is
that current conditions will keep transportation costs and lead times elevated and
less predictable than in the past few years.

Ocean freight market

Ocean freight entered Q2 in a controlled but rising cost environment compared to
recent years. The Drewry World Container Index — an average across all
shipping lanes — is now around $2,309 per container, up 18% the past 30 days.
This is driven largely by fuel volatility, carrier capacity discipline and more
frequent surcharge/validity changes rather than a pure demand surge.

U.S. container import volumes rebounded sharply in March, rising 12% over prior
month, following a typical seasonal dip in February, and volumes remain more
than 30% above prepandemic (2019) levels. This highlights that baseline
container flows and demand have settled at a structurally higher level post-
pandemic. Import volumes continue to shift away from China toward other Asian
countries, mainly Vietnam, Thailand and Hong Kong. Even as overall volume
remains steady, Chinese volumes have softened year over year, reflecting
ongoing supply chain diversification amid continued trade negotiations and
relational instability. Importantly, U.S. port transit times have remained relatively
stable despite the higher volumes, indicating most major ports are keeping pace
with elevated demand levels, but the network remains fragile to disruption.

Maritime risk in the Middle East remains the key uncertainty in the ocean market
and is impacting shipping through two different main waterways. First, Strait of
Hormuz conditions remain a high risk to the ocean system. This is not just
impacting cargo transit, but war-risk insurance has been repriced or canceled,
making this shipping route impractical for most shippers. Second, the Red
Sea/Suez Canal risk remains high due to Houthi rebel attacks in Yemen, with
vessel traffic continuing well below historical norms. Most carriers continue to
reroute around the Cape of Good Hope, adding roughly 10—14 days on affected
lanes and absorbing effective capacity through longer cycle times and slower
equipment turns. The combined effect is that the system has less slack —
meaning disruptions (i.e., weather, labor and demand surges) are more likely to
impact the entire system.

Trucking market

The U.S. trucking market is tightening faster than expected after two years of
softer conditions. Capacity has been slowly eroding via carrier exits and cautious



fleet investment, and that erosion becomes visible quickly when the market
encounters normal seasonal demand (spring construction, weather disruptions
and regional surges). This is most pronounced in flatbed, where demand tied to
construction, energy and hyperscale/data center buildouts is meeting a reduced
carrier base and aging equipment. The DAT flatbed load-to-truck ratio —
highlighting the number of loads to available carriers — is up 34% over the past
month and more than 80% over prior year.

Diesel fuel prices have continued their sharp rise, up 32% over the past 30 days,
moving the 2026 average pricing to the highest point since 2023. Fuel volatility
raises carrier operating costs immediately and pushes shippers’ spend through
fuel surcharges; it also reduces effective capacity as marginal carriers/lanes
become uneconomic. Driven by rising fuel costs and constrained demand,
flatbed per-mile spot rates have moved to their highest levels since 2022.

While many states have already taken actions, the FMCSA’s non-domiciled CDL
rule went formally into effect March 16, restricting who can receive/renew a
non-domiciled CDL by requiring states to verify a driver’s lawful status and align
the license term to that status. In practical terms, this adds friction to the system
— more verification, more renewals and some drivers falling out of eligibility —
which is expected to reduce the available CDL driver pool more than an
estimated 6% over the coming year. The market impact is most likely to show up
as tighter capacity (especially in already tight segments), firmer trucking rate
floors and more volatility during seasonal surges, rather than an immediate, one-
time shock.

Raw materials (commodities)

In April, commodity markets remain elevated and volatile across several core
materials, reflecting a combination of geopolitical disruption, higher energy costs
and sustained infrastructure-driven demand. While some inputs are showing
pockets of easing, overall pricing remains sensitive to freight, fuel and supply
risk, particularly for energy-intensive materials and products tied to construction,
utility and hyperscale infrastructure.

e Geopolitical instability in the Middle East continues to pressure energy markets
and shipping routes, increasing cost volatility for energy-intensive commodities
and imported inputs.

e The Supreme Court’s IEEPA decision does not change the separate Section 232
tariff regime for copper, steel and aluminum, so trade policy remains a watch
item for buyers and manufacturers.

e Demand linked to electrification, grid investment and hyperscale data center
buildouts continues to support pricing and can tighten availability even when
broader industrial activity is mixed.

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

» Copper — Copper continues to trade at historically high levels as global demand
for electrification rises, driven by data centers, utility infrastructure and renewable
energy, while supply growth remains constrained by long mine development


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

timelines and ongoing disruptions at major producers. Recent inventory builds
have not been enough to relieve pricing pressure, and the market appears to be
pricing in a longer-term supply deficit rather than current inventory levels. Copper
has been hovering near the $6 per pound range in April — relatively flat over
prior month but well above prior year levels — and reinforcing cost pressure
across wire and cable and other copper-intensive products.

* Aluminum - Aluminum prices have climbed toward multiyear highs, supported
by a sharp increase in energy costs and heightened supply and logistics risk tied
to the Middle East. Because aluminum smelting is highly energy-intensive
(energy accounts for nearly 40% of total production cost), higher oil and natural
gas prices quickly translate into higher production costs and rising regional
premiums. In addition, the Middle East remains a meaningful source of global
aluminum output, and continued risk around key maritime corridors, including the
Strait of Hormuz, adds uncertainty to export flows and input availability. While
global capacity expansion is expected long-term, near-term pricing is likely to
stay elevated as energy volatility and supply-chain risk premiums remain in
place.

« Steel — Steel pricing has moved modestly higher, and lead times remain
elevated as construction activity improves seasonally and demand tied to utility
and hyperscale projects continues to absorb capacity. Several steel categories
saw increases in early March, and mills have shown greater pricing discipline as
imports remain less competitive under the current tariff environment. While raw
material inputs have been relatively steady, buyers should continue to plan for
longer lead times on select steel-intensive products and for pricing that is more
sensitive to project-driven demand than it was over the past two years.

* Resin — Resin markets remain mixed in April. PVC availability is generally
stable, but lead times continue to run longer for certain categories, especially
large-diameter conduit and special radius bends where production scheduling
and project timing can tighten supply. Pricing is being influenced by a
combination of feedstock costs and broader energy volatility, which can quickly
shift delivered costs even when base resin supply is adequate. For customers
with project-specific requirements, early forecasting remains the best lever to
reduce exposure to short-term allocation risk and expedited logistics costs.

* Lumber — Lumber markets remain relatively stable in April as residential
construction demand stays uneven and higher mortgage rates continue to weigh
on new starts in many regions. At the same time, supply-side risk has increased:
Ongoing mill closures and production cuts in parts of North America, combined
with continued trade and duty uncertainty, could reduce available supply if
demand rebounds. The result is a market that can appear stable week to week
but is still vulnerable to sudden moves if housing activity turns or policy changes
tighten supply.

* Crude Oil — Crude oil markets remain highly volatile, with prices elevated
following Q1 disruptions tied to Middle East conflict and constrained navigation
through the Strait of Hormuz. Even when prices pull back from recent peaks, the
ongoing risk premium is keeping energy costs elevated, which flows through to



diesel, freight surcharges and broader inflation. With global supply risk currently
outweighing strong U.S. oil production, customers should expect continued short-
term price swings and plan transportation and project budgets with a wider cost
range than in prior years.

Labor

In March 2026, according to the U.S. BLS, the U.S. added 178,000 nonfarm
payroll jobs. This report was surprisingly strong, with most economists predicting
around 65,000 nonfarm payroll job gains ahead of March’s report. Payroll growth
was strongest in health care, leisure and hospitality, and construction, while it
declined in the federal government.

Detailed labor statistics for March are noted below:

¢ Nonfarm payroll increased by 178,000.

e The unemployment rate held at 4.3%, down slightly from 4.4% in February.

e The labor force participation rate declined slightly from 62.0% to 61.9%. 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.

e Average hourly earnings increased 0.2% month over month and roughly 3.5%
year over year, showing ongoing wage growth despite the weakening job market.

So far in 2026, the labor market has shown a mixed pattern: Up by 133,000 in
January, down by 160,000 in February and up again by 178,000 in March.
Employers are likely responding to mixed signals in the economy, causing
variability in their reactions. On one hand, the start of the conflict in the Middle
East pushed oil prices higher and contributed to the decline in the S&P 500,
which is a stock market index that tracks the performance of 500 large U.S.
companies and is often used as a measure of investor confidence in the
economy. Tariffs have also remained in place, adding ongoing cost pressures,
while artificial intelligence has had only modest effects on overall employment
levels, so far. On the other hand, consumer spending has remained steady, and
GDP growth, which measures the total value of goods and services produced in
the economy and indicates whether the economy is expanding or slowing, has
continued at a stable pace. Looking ahead to the rest of 2026, the labor market is
likely to continue experiencing uneven monthly job growth, with overall
employment gains depending heavily on whether economic uncertainty eases
and consumer demand remains strong.

Conclusion

Based on current trends, we anticipate ongoing challenges and pressures across
all core markets we serve through 2026. While we remain in a more stable
environment than prior years, we do not expect global supply chains to ever
return to the prepandemic state.

Even in the face of these ongoing supply chain resiliency challenges, we
understand our customers’ work cannot stop — we are here to help support you
by owning every relationship, every moment and every outcome to keep your
business running smoothly.



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 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.



