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Industry-Specific Tariff Implications:

Industry Implications

HVAC & Plumbing Tariffs have significantly impacted imported HVAC components including compressors, coils, electronic

controls, and plumbing fixtures such as faucets, valves, and brass fittings primarily sourced from China,
Mexico, and Canada.

Manufacturers such as Carrier, Lennox, Daikin, and Kohler will face increased costs, prompting rapid
adjustments in pricing structures and reevaluation of sourcing strategies.

Industrial Supplies Notable tariff increases on industrial motors, bearings, power transmission components, and MRO products,
largely imported from China and Mexico.

Distributors are advised to diversify sourcing toward domestic or alternative international suppliers in
Southeast Asia or India to mitigate cost impacts.

Electrical Supplies Significant tariffs imposed on lighting fixtures, LED bulbs, wiring devices, electrical conduit, and panels
sourced predominantly from China.

Immediate action required to identify non-tariffed countries or domestic assembly opportunities to avoid
disruption.

Janitorial & Sanitation Tariffs substantially increased for disposable gloves and masks, with tariffs on gloves reaching up to 50%.
Cleaning tools and chemical ingredients also impacted.

Opportunities exist in transitioning to domestic PPE production to stabilize costs and secure supply.

Safety & PPE Maijor tariff hikes specifically targeting gloves, respirators, goggles, and safety garments imported
primarily from China and Malaysia.

Immediate exploration of domestic manufacturers and alternative tariff-free international suppliers is
strongly recommended.

Construction Materials Notably high tariffs on building materials including lumber (particularly Canadian lumber now facing an
additional 25% tariff), drywall, steel fasteners, and hardware.

Strategic inventory management recommended, with proactive stockpiling where feasible, referencing
recent practices adopted by home builders highlighted in the Wall Street Journal.

Immediate Actions for Distributors:

e ERP-Based Exposure Identification: Quickly leverage ERP systems to identify product sourcing via "country
of origin" data to rapidly assess tariff exposure and prioritize mitigation efforts.

e Vendor Supplier Management: Engage current suppliers immediately to renegotiate terms or discuss cost-
sharing options. Simultaneously, identify and qualify alternative suppliers to diversify supply chains rapidly.

e Inventory Strategy: Strategically stockpile high-risk products pre-tariff impact where feasible. Adjust
reorder points and inventory levels based on tariff exposure assessment.

e  Pricing and Margin Management: Adjust pricing dynamically and communicate transparently with customers
regarding tariff impacts to maintain customer trust and protect gross margins.

e Operational Efficiency and SG&A Cost Management: Implement immediate SG&A cost reduction measures
without compromising service quality. Maximize efficiencies through accelerated adoption of eCommerce
and automation tools proven to lower transactional and operational costs.

o Packaging & Related Costs: Anticipate increased costs for packaging materials, predominantly imported.
Consider alternative domestic packaging sources or bulk purchasing to reduce costs.
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Conclusion:

These tariffs necessitate immediate strategic adaptations. By proactively managing suppliers, leveraging ERP
capabilities, adjusting inventory and pricing strategies, and optimizing operational efficiencies, distributors can
significantly mitigate the adverse impacts of the new tariffs, protecting both gross margins and net operating income.

Sources
o \Wall Street Journal: Tariff-Proofing the Business
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https://www.wsj.com/business/a-week-in-the-life-of-a-home-builder-tariff-proofing-the-business-2a0702b1
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