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Valued Customer,

In June, the operating environment is more stable than in recent years, but it remains
uneven. Factory activity is holding up, supply chain pressure is still elevated, and supplier
deliveries remain slower than normal.

The biggest external shift is geopolitical: On June 14, U.S. and Iranian officials
announced a peace agreement to end their nearly four-month conflict, including an
immediate halt of military operations on all fronts. The deal also includes plans to remove
the U.S. naval blockade of Iran and reopen the Strait of Hormuz, with President Trump
confirming the agreement via social media. The official signing is scheduled for Friday,
June 19.

This deal is significant for supply chains because disruption in the Strait of Hormuz and
broader Gulf shipping lanes has pressured energy, freight and transit reliability for most
of this year. Markets are just starting to react to the news and disruption may continue for
some time. The dynamics have now shifted from "continued escalation/risk to de-
escalation with lagged operational recovery impacts.”

Overall, cost pressure remains concentrated rather than broad-based. Tighter U.S.
customs enforcement and ongoing tariff actions are reshaping landed-cost assumptions
and compliance expectations. Energy is still the main near-term volatility driver, while
copper, aluminum and steel remain elevated, and resins and lumber are more mixed. In
practical terms, customers should watch fuel, metal pricing, freight conditions and any
movement in the Middle East shipping routes, because delivered cost is being influenced
more by tariffs, freight and regional supply conditions than by benchmark pricing alone.

From a trade and compliance standpoint, customers should expect continued rigor at the
border. June Section 232 changes, the progression of the Section 301 process and the
new customs enforcement order all raise the importance of accurate classification, origin
support and documentation integrity. Separately, the International Emergency Economic
Powers Act (IEEPA) rebate process remains active for certain entries, but recovery on
older entries is less certain due to ongoing Department of Justice (DOJ) appeal activity.
For Border States, that reinforces an advisory-only role: We are not the Importer of
Record, do not file claims and do not control whether upstream refunds are pursued or
passed through.

Lead times continue to improve across many construction, industrial and natural gas/PVF
categories, but utility grid projects remain the clearest area of pressure. Wire and cable,
transformers, regulators, switchgear and other project-driven categories are still being
shaped by grid investment, larger utility programs and constrained specialty capacity.
Broad supply chain conditions are more stable, but category-specific constraints still
require early forecasting and realistic schedule buffers on long-lead materials.

Over the next 60-90 days, the main things to watch are fuel and freight volatility, Middle
East shipping conditions, tariff policy implementation, customs enforcement and long lead

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



time utility materials. For customers, the response is straightforward: Plan earlier on utility
and metal-intensive projects, keep close visibility on quote validity and documentation,
and preserve flexibility where alternates or sourcing options are available. Our goal is to
help you stay ahead of these shifts and plan with confidence.

Key Indicator Metrics (latest available)

e Global Supply Chain Pressure Index (GSCPI): 1.77 in May (down slightly from 1.82 in
April), still near the highest level since mid-2022 and consistent with elevated global
supply chain strain.

e ISM Manufacturing PMI: 54.0 in May (up from 52.7 in April), the strongest reading since
May 2022 and a sign that factory demand remains resilient.

e ISM Prices Index: 82.1 in May (down from 84.6 in April), still near the highest level since
2022 and consistent with ongoing input-cost pressure.

e ISM Supplier Deliveries: 60.6 in May (unchanged from April), signaling deliveries remain
slow and inbound supply friction is still elevated.

e Federal Reserve: The Federal Open Market Committee held the policy rate at 3.50%—
3.75% at its April meeting and has signaled a data-dependent approach as inflation and
geopolitical uncertainty remain elevated. The next scheduled meeting is Tuesday—
Wednesday, June 16-17.

e Consumer Price Index (CPI) and Producer Price Index (PPI): May CPI rose 0.2% month
over month and 4.2% year over year. While May PPI rose 1.1% month over month, in line
with April’s revised rise of 1.1% and 6.5% year over year, the highest since November
2022.

Tariff Policy Changes and Updates

Since the May edition, the tariff policy backdrop has continued to evolve, with the most
meaningful changes centered on Section 232 metals and a new Section 301 proposed-
remedy action. Enforcement has also tightened, while other major frameworks, such as
the Antidumping and Countervailing Duties (AD/CVD) and Section 201, have not shifted
materially in ways that broadly change our current outlook. Because the rebate process is
covered separately below, the summary here focuses only on policy changes that can
affect forward-looking tariff exposure, sourcing decisions and compliance requirements.

e Section 232 metals (steel/aluminum/copper) — June changes: This was the biggest
tariff update since May. Starting June 8, some equipment categories will continue to get a
temporary 15% tariff rate through December 31, 2027, instead of the higher rates that
can apply to other metal-heavy products. This includes certain agricultural equipment,
residential HVAC, and some industrial machinery. The main takeaway for customers is
simple: Some products may see lower tariff pressure than expected, but tariffs still
depend on what the product is, where it comes from, and how it is classified.

e Equipment categories relevant to our markets: This matters to many of the
products customers buy in electrical, industrial, utility, and HVAC-related applications.
Some metal-heavy equipment in these categories may now qualify for the temporary 15%
rate instead of the higher default tariff treatment. That is helpful, but it does not remove
tariff risk altogether. Final cost can still change based on product classification, country of
origin, and how much steel, aluminum, or copper is in the item.

e Section 301 — moved into proposed remedy phase: This is the other major shift since
May. The United States Trade Representative (USTR) has now issued findings in its



forced-labor-related Section 301 action and proposed additional tariffs that would
generally range from 10% to 12.5%, subject to public hearing before any final
implementation. For now, these tariffs are not yet in effect, but the process has clearly
advanced beyond investigation stage and remains a key watch item for the second half of
2026.

Customs enforcement posture: Since May, the White House has issued a new
executive order directing stronger customs enforcement, with emphasis on importer
accountability, origin fraud, transshipment, undervaluation and documentation integrity.
While many implementation details still require follow-through from U.S. Customs and
Border Protection (CBP) and the Department of Homeland Security, the policy signal is
clear: Tariff avoidance strategies and weak documentation will face more scrutiny, and
compliance requirements are moving in a stricter direction.

Where there has not been a major shift: Outside of Section 232 and the Section 301
proposed-remedy action, there has not been a broad-based policy reset since May. The
AD/CVD remain active through its normal case-by-case enforcement and review process,
and Section 201 continues to be used selectively rather than as a broad tariff tool across
our core product categories.

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

Delivered pricing and quote validity: Current Section 232 rules still raise the delivered
cost of imported components and metal-containing assemblies, while any future Section
301 action could broaden exposure later in 2026. This keeps short quote windows and
clear price-adjustment language important on long-lead projects.

Lead times and availability: Policy changes can still redirect sourcing across countries,
suppliers and product categories, which may tighten capacity and extend lead times on
“tariff-safer” alternatives even if end-market demand is unchanged.

Compliance and documentation workload: A stricter enforcement posture increases the
importance of accurate HTS classification, origin support, metal-content documentation
and supplier certifications to avoid clearance delays, penalties or unexpected duty bills.
Cost volatility by product mix: Electrical gear, enclosures, wire/cable components, metal-
intensive equipment and other imported assemblies can still face disproportionate tariff
exposure, so product-level landed-cost reviews matter more than broad headline tariff
rates.

Tariff Rebate Update (IEEPA)

The U.S. CBP continues to process certain IEEPA refund claims through the
Consolidated Administration and Processing of Entries (CAPE) tool in Automated
Commercial Environment (ACE), but the path to recovery has become more complex
entering June. CAPE Phase 1 remains limited to certain unliquidated entries and certain
entries within 80 days of liquidation, while the legal process for finally liquidated entries
remains unsettled due to ongoing court and DOJ appeal activity.

Recent legal developments add uncertainty to the IEEPA refund process. A JD Supra
update notes the DOJ is appealing the Court of International Trade order requiring
refunds on finally liquidated entries for importers that did not file suit, which means the
clearest refund path remains through CAPE Phase 1 for eligible unliquidated and recently
liquidated entries. The CBP continues to process those eligible claims, but recovery on
older entries is now less certain and may require importer-specific legal action. For
Border States, this reinforces our role is advisory only — we are not the Importer of
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Record, do not file claims and do not control whether upstream refunds are pursued or
passed through. For customers, any IEEPA rebate should still be viewed as a potential
back-end recovery, not guaranteed near-term cost relief.

¢  Where things stand: CAPE Phase 1 is live in ACE and continues to process certain
unliquidated entries and certain entries within 80 days of liquidation. CBP has reported
some reported IEEPA refunds have been accepted for processing; however, older and
finally liquidated entries remain outside the current Phase 1 process and are now the
focus of active litigation and appeal activity.

o Border States’ position: Border States is not the Importer of Record and does not act
as a customs broker. We cannot file CAPE claims, access the ACE filing process on a
customer’s behalf or assume responsibility for refund recovery. Our role remains advisory
only — sharing information and supporting communication where documentation is
available.

e Who typically controls the filing: In many cases, the manufacturer or another upstream
party is the Importer of Record and will decide whether to pursue the refund, how it is
filed and whether any recovered duty is passed through commercially.

e What we can help with: We can help customers understand where IEEPA-related costs
may be embedded in pricing, provide supporting documentation when available and
coordinate with manufacturers on potential timing, eligibility and pass-through
mechanisms if refunds are ultimately received.

e What are we doing now: We continue to monitor vendor cost increases tied to IEEPA
tariffs, re-engage suppliers to confirm whether claims are being pursued and assess
where impacted costs may have been embedded in material pricing. While some claims
are moving through CAPE, we have not received confirmed notifications of customer-
specific credits or reimbursements to date.

e What customers should do: If you self-imported, work directly with your customs broker
or Importer of Record to identify eligible entries, confirm ACE and Automated Clearing
House (or ACH) readiness and evaluate whether additional legal or protest steps may be
needed for older entries. If you purchased through distribution, any refund benefit
depends on the actions of the upstream Importer of Record and the commercial terms
governing pass-through of recovered duties.

e Key takeaway: Treat IEEPA rebates as a potential back-end recovery, not guaranteed
project cost relief. CAPE is active for certain entries, but the path for finally liquidated
entries is now less certain because of ongoing appeals and court activity. Border States
remains a conduit for information only and does not assume liability or responsibility for
filing, recovery outcomes or refund administration.

Note: Tariff applicability and the exact duty paid depend on product classification
(Harmonized Tarriff Schedule), country of origin and program eligibility. Some duties can
apply in combination (while others are designed not to “stack”), so landed-cost impact
should be evaluated on a product-by-product basis.



Policy authority

Goal/purpose

Current status

Tariff impact / %

Section 232

National security tariffs
on strategic materials.

Active + expanded;
updated rules effective
June 2026.

Still a tiered structure, but now more nuanced:
commonly 50% for certain metal articles made
entirely/almost entirely of steel, aluminum or
copper; 25% for many derivative articles and 15%
temporary treatment through December 31, 2027,
for certain industrial, grid, agricultural and select
HVAC-related equipment. Certain goods with
qualifying U.S.-origin metal content can receive
lower treatment, and low-metal-content products
remain excluded.

Section 301

Targets unfair foreign
trade practices.

Public hearing. Moved
to Proposed Remedy
Phase.

Proposed new tariffs are now more concrete,
generally 10% for certain economies with partial
or developing forced-labor import controls and
12.5% for many other covered economies, but not
yet final. Importantly, USTR proposes that
products already subject to Section 232 would be
excluded from this new Section 301 action,
reducing stacking risk for some metal-intensive
products. [jdsupra.com], [jdsupra.com], [ustr.gov].

AD/CVD

Prevents dumping and
unfair subsidies.

Broad enforcement
activity.

Product/country/company-specific rates; can be
material and can change at periodic reviews.
(Often layered on top of base duty rates.)

Section 201

Temporary safeguard
relief for industries.

Used selectively.

If adopted, relief can be tariffs, quotas or tariff-rate
quotas; rates vary by case and are time-limited.

IEEPA tariffs

Emergency-based tariff
authority.

Currently invalidated by
court ruling.

No longer in effect. Importers may be eligible for
refunds, depending on entry status and CBP
processing.

CBP enforcement/
Enforce and Protect Act

Prevents duty evasion
and fraud.

Active investigations.

Not a tariff “rate” by itself — can result in
collection of unpaid duties, cash deposits and
other enforcement actions tied to the underlying
AD/CVD orders.

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 remain mixed entering June, but the broader trend is modest improvement
across most construction, industrial and natural gas/PVF categories, while utility-related
programs remain the primary area of extended pressure. Internal lead-time tracking
shows companywide lead times improved slightly month over month, with construction,
industrial and natural gas/PVF all moving lower, while electric utility lead times increased
materially due to ongoing demand tied to grid programs, larger utility projects and
specialty equipment constraints. The practical takeaway for customers is that broad-
based supply chain conditions are more stable than in prior years, but planning windows
still need to stay longer in utility programs, power equipment and select project-driven
categories where capacity remains tight and schedules can shift quickly.

e Opverall lead times: Slight improvement month over month at the company level, with
most non-utility categories continuing to trend lower from prior peaks.

e Construction/industrial: General improvement continues, but planning windows remain
extended on power distribution, breakers, metering and selected steel-related categories
tied to backlog, build-slot management and project timing.



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

Utility programs: Electric utility remains the clearest long-lead area, with ongoing
pressure on wire and cable, transformers, voltage regulators, switchgear, underground
accessories and fiberglass enclosures tied to large project demand and constrained
specialty manufacturing capacity.

Natural gas/PVF: Conditions improved modestly month over month, but lead-time
exposure still remains on regulators, valves, risers, meter sets and polyethylene-related
gas system materials, where project schedules and supplier variability continue to matter.
Implication for customers: The biggest planning risk is now less about broad shortages
and more about category-specific constraints. Early forecasting and release timing

remain most important on utility materials, larger equipment and project-driven
categories, where capacity is still being absorbed by large programs.

Construction and Industrial

e Distribution equipment: Circuit breakers, load centers, panels, switches
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
e Communication cable: Loose tube and ribbon
e Transformers, capacitors and voltage regulators
e Pad-mount switchgear
o Fiberglass box pads and enclosures
e Transmission insulators and related hardware
e Underground cable accessories
e Gas regulators
o Excess flow valves
e Meter risers and meter set assemblies
e By-pass meter valves and bars
e PE pipe, tap tees and line stoppers

Transportation and Logistics

The transportation and logistics market entering June continues to reflect a tightening
environment across both domestic and international freight. In U.S. trucking, the national
load-to-truck ratio widened even further with open market load postings up 65%
compared to May 2025, coupled with a 23% decline in open market capacity

postings. National spot rates are trending towards historic highs

as capacity exit replenishment is not keeping pace with demand, and diesel

prices remain elevated around $5.35 per gallon. Driver shortages and regulatory
pressures continue to limit fleet growth, contributing to a market that increasingly favors
carriers. On the ocean freight side, peak season has arrived earlier than anticipated, with



container rates rising in May across major trade lanes due to a combination of strong
demand, port congestion, and ongoing geopolitical disruptions.

Looking through the remainder of 2026, the market is expected to remain firm but
manageable for shippers who plan proactively. Trucking capacity will likely stay
constrained through summer produce season and into Q3 as seasonal retail buildup
begins for fall peak, while ocean freight presents a more mixed picture as demand growth
meets expanding vessel supply. Upward rate pressure is expected to persist across both
modes, influenced by fuel costs, trade policy shifts and significant capacity constraints for
surface transportation. Organizations that prioritize early capacity commitments, flexible
routing strategies and disciplined cost management will be best positioned to navigate
the months ahead.

Ocean freight market

The global ocean freight market shifted meaningfully from April to May 2026, moving from
a period of geopolitical shock absorption into an early and peak season. In April, the
market was still digesting the Iran conflict and Strait of Hormuz closure, with rates
elevated but somewhat ranged as carriers managed capacity through selective blank
sailings and emergency surcharges. Throughout May, carriers escalated pricing strategy
through layered surcharges, general rate increases (GRIs), and freight of all kinds (FAK)
increases, and an early arrival of peak season began pulling demand forward across
Transpacific lanes into the U.S. The Drewry World Container Index reflected this
acceleration, climbing from $2,309/FEU (40-foot equivalent unit) in April to $2,800/FEU
by late May, a roughly 21% increase over the period.

Key April — May changes impacting the U.S. market:

e Drewry WCI Composite: $2,309/FEU (April) — $2,800/FEU (May) — +21.3%.

e Shanghai — New York (USEC): $3,671/FEU — $4,317/FEU — +17.6%.

e Shanghai — Los Angeles (USWC): $2,910/FEU — $3,385/FEU — +16.3%.

e MSC Emergency Bunker Surcharge (EBS): Asia—USEC raised from $430 — $644/FEU;
Asia—USWC from $272 — $467/FEU.

e CMA CGM Peak Season Surcharge (PSS): $2,000/FEU on Asia-origin shipments to the
United States, effective May 1.

o TPEB (Transpacific Eastbound) capacity deployment: Slipped to 82%, removing roughly
25% of available slots into the United States.

e U.S. inbound container volume: Fell 8.3% year over year to 1.97 million TEU (20-foot
equivalent unit) according to NRF Global Port Tracker.

e Blank sailings: Carriers implemented 10%—15% blank sailings on Transpacific services to
support mid-May GRIs.

Beyond rate movements, the broader story for U.S.-bound ocean freight in May was one
of carrier-driven market control meeting geopolitical disruption. In May, the Strait of
Hormuz remained effectively closed to commercial shipping, elevating bunker fuel costs
and war-risk insurance premiums, costs that carriers passed directly to U.S. shippers
through surcharge layering. Transpacific capacity tightened as carriers used blank
sailings and FAK floor increases to manage supply, even as U.S. inbound volumes



declined year-over-year. The net effect for U.S. importers: Ocean freight rates from Asia
have effectively doubled since March, driven less by organic demand growth and more
by a convergence of capacity discipline, fuel economics and geopolitical risk. With the
announced peace deal this week effectively reopening the Strait, anticipate ocean market
corrections coming over the next several weeks.

U.S. surface transportation market

The U.S. transportation and logistics market through May was defined by a tight, supply-
driven environment, with capacity constraints pushing rates higher across truckload
segments. Spot market dynamics remained the clearest signal, creating a significant
imbalance and driving freight rates upward. This imbalance, coupled with ongoing driver
shortages and regulatory enforcement tightening the driver pool, continued to limit
capacity availability across the network. As a result, spot rates reached near-record
levels across multiple equipment types, supported more by constrained supply than
strong demand. Overall, May reflected a market transitioning out of the freight recession
into an early tightening cycle, where carriers regained pricing power and shippers
experienced increasing cost pressure.

The U.S. intermodal market in May delivered unseasonably strong performance, with
domestic volumes defying typical seasonal patterns and reinforcing rail's growing role as
a pressure valve for the tightening trucking market. The primary catalyst remains the
widening cost gap between truck and rail: Truckload spot rates have climbed north of
$3/mile compared to intermodal spot rates at just $1.61/mile, a roughly 48% cost
advantage that is accelerating modal conversion at the fastest pace in years. Carrier
rejection rates above 12% (compared to 5%—6% a year ago) are further reinforcing the
shift, as shippers unable to secure truck capacity are turning to intermodal as a reliable
alternative.

The consistent themes from May are that the markets have shifted from shipper to carrier
favorability. The over-the-road (OTR) spot rates are climbing rapidly along with

contract tender rejections, consequently driving modal shifts from traditional full truckload
OTR movements into less-than-truckload (LTL), Intermodal, and Rail sectors. Shippers
with strong carrier and supplier relationships with proactive planning and

contingency processes in place will be best suited to remain strong throughout the

year. The long-term rate outlook will be defined by carriers rebounding from a multi-year
shipper dominated market and swiftly reducing the margin compression they endured.

Raw materials (commodities)

Raw material markets remain firm but uneven entering June. Energy is still the main
near-term volatility driver, while copper, aluminum and steel continue to hold at elevated
levels and resins and lumber remain more mixed. For customers, the bigger issue is not
just first-pass pricing but how tariffs, freight and regional supply conditions are influencing
total delivered cost across imported and metal-intensive products. In the near term, early
planning matters most on copper-, steel- and aluminum-heavy projects, with close
attention to petroleum-linked freight exposure and flexibility where alternates are
available.



e What changed vs. last month: Energy has eased from peak levels but remains the
primary volatility driver, while copper, aluminum and steel continue to hold at elevated
replacement-cost levels. Resins and lumber are more mixed, with fewer broad-based
spikes but ongoing sensitivity to feedstocks, tariffs and regional supply conditions.

e Key indicators to watch: West Texas Intermediate and diesel for freight and fuel
surcharges; COMEX and London Metal Exchange pricing for copper and aluminum; U.S.
hot-rolled coil benchmarks and lead times for steel; and feedstock and supplier
availability for resins. For wood-related projects, lumber futures and Canadian trade
policy remain important watchpoints.

o Next 60-90 days: Expect continued headline-driven volatility, with the greatest delivered-
cost risk still concentrated in imported and metal-intensive products. Early demand
signals on copper-, steel- and aluminum-heavy projects, close monitoring of petroleum-
linked freight exposure and flexibility where alternate materials or sourcing options exist
will help reduce disruption.

June 2026 commodity update

Commodity Price (Prior Price (Prior  Price (3 Price (12 % Change % Change (3 % Change
Week Avg) Month) Months Prior) Month Prior) (MOM) Month) (Yoy)

Crude Oil $93.10 $105.88 $78.47 $63.35 -12.07% 18.65% 46.98%

Lumber $587.50 $580.00 $561.00 $602.62 1.29% 4.72% -2.51%

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

» Copper — Copper remains elevated entering June, with COMEX copper recently around
$6.31/Ib and LME copper around $13,500-$13,700/tonne, supported by electrification,
grid and data-center demand alongside continued supply sensitivity. LME inventories
remain relatively tight by historical standards, keeping the market sensitive to additional
disruption even as prices sit below spring highs. For customers, products with significant
copper content — especially wire, cable and electrical components — are still exposed to
elevated replacement costs, making early planning important on projects with meaningful
copper exposure. A recent J.P. Morgan report forecasts a 2 million-ton supply deficit by
2030, potentially widening to 8 million by 2035.

* Aluminum — Aluminum remains firm entering June, with LME aluminum recently
around $3,590/tonne and U.S. delivered pricing still heavily influenced by an elevated
Midwest Premium, reflecting tight regional availability, trade uncertainty and higher import
costs. While global benchmark pricing has eased modestly from early-June highs, North
American all-in costs remain pressured by premium behavior and tariff-related market
distortion. For customers, aluminum-containing products continue to carry elevated
delivered-cost risk, so benchmark metal moves alone are not the best guide to total
project cost.

* Steel — Steel pricing remains firm entering June, with U.S. hot-rolled coil around
$1,105-$1,126/ton and futures still pointing to an elevated replacement-cost
environment. Domestic mills continue to hold pricing power because of tight spot
availability, extended lead times, reduced imports and lean service-center inventories,
while Section 232 tariffs continue to limit the attractiveness of offshore supply. For
customers, steel-intensive products remain exposed to both elevated pricing and lead-
time risk, making early planning and close attention to quote validity increasingly
important.


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

* Resins — Resin markets remain mixed but generally firm entering June, with
polyethylene and polypropylene still supported by feedstock volatility and selective supply
tightness, while PVC remains more stable. Broad-based spikes appear less likely than
earlier this spring, but costs can still move quickly with changes in feedstocks, logistics or
supplier availability — especially on products with meaningful polyethylene,
polypropylene or PVC content.

* Lumber — Lumber pricing has moved modestly higher entering June, with CME lumber
futures recently around $603-$606 per thousand board feet, as tight North American
supply continues to offset softer housing activity. The market remains especially sensitive
to constrained Canadian imports, production disruptions and trade policy, even as overall
demand stays more balanced than other commodity categories. For customers, lumber
costs appear more likely to remain range-bound to firm in the near term, supporting
modest flexibility in planning but not a broad-based reset lower.

* Crude Oil — Crude oil remains volatile but with some relief from the announced peace
framework expecting to be signed. Oil markets reacted almost immediately with a 4%—
5% drop. WTl is now $80 per barrel, the lowest we have seen since the beginning of the
Iran conflict. Continued caution should be used as prewar levels will be unstable and
unlikely to return immediately.

Labor

For May, which was reported in early June, the U.S. labor market remained resilient and
steadier than many expected. Nonfarm payroll growth accelerated from April,
unemployment held flat and wage growth stayed moderate — supporting the view that
the market is cooling gradually rather than breaking. The broader pattern remains “low-
hire, low-fire,” but with enough hiring momentum to keep labor conditions relatively firm in
key operating categories. For our markets, that means broad labor availability is not
deteriorating sharply, but skilled-trade, field and project execution labor can still stay tight
by region and specialty.

Key labor indicators (May data, released June 5):

e Nonfarm payrolls: Rose 172,000 in May (down from a revised 179,000 increase in April).

e Unemployment rate: 4.3% (unchanged month over month).

e Labor force participation: 61.8% (unchanged).

e Average hourly earnings: Rose 0.3% month over month and 3.4% year over year
(continued wage moderation).

e Long-term unemployment: 2.0 million, up 524,000 over the past year.

e Part time for economic reasons: 4.8 million (little changed).

What changed in June’s view is that the labor market looks firmer than expected — not
overheating, but also not rolling over. Payroll gains beat expectations, prior months were
revised higher and unemployment remains in a narrow range. The caution flags are
underneath the surface: Long-term unemployment has risen over the past year, hiring
remains selective, and employers are still cautious outside a few service categories. For
the next 60-90 days, we expect overall labor conditions to remain stable but uneven.
Broad-based labor stress is not the headline; instead, the bigger operational risk is
continued tightness in skilled trades, project labor and certain transportation or field-
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service roles that directly affect installation schedules, maintenance work and execution
capacity.

Conclusion

While our supply chain continues to improve, we anticipate seeing ongoing challenges
and pressures across all core markets we serve through 2026 and will likely 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 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.
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Tony Serati Zach Kincaid
VP Supply Chain Strategy VP Procurement

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.
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Customers should not take, or refrain from taking, any action based on any information contained in
this alert without first seeking independent legal advice.
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