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Executive Summary: Founded 20 years ago, Foothills Lumber and Hardware operates five
regional stores across Colorado, serving a critical mix of DIY retail consumers and B2B commercial
contractors. While Colorado’s real GDP growth remains resilient (projected at 2.9% for 2026), the
macroeconomic landscape has shifted dramatically over the last six months. Accelerating
construction input inflation, driven by recent trade tariff structures and geopolitical energy spikes,
requires an immediate transformation of your supply chain, inventory management, and pricing
models. This assessment evaluates your current operational health and outlines specific, actionable
recommendations to protect margins and leverage your local footprint.

I Current Macroeconomic Pressures (2026 Landscape)

The first half of 2026 has introduced highly fragmented pricing behavior across your core product categories.
To remain profitable, your five locations must adapt to three macroeconomic headwinds:

1. The New Tariff Regime & Material Volatility

Following the Supreme Court's Q1 2026 ruling that deemed certain country-specific reciprocal tariffs
unconstitutional, the federal administration implemented a broad 10% Section 122 tariff on most imported
goods. This policy shift has driven a sharp divergence in your inventory costs:

» Metals & Electrical: Copper wire, cable, structural steel, and fasteners face intense upward pressure.
Domestic steel mill quotes are 10% to 20% higher than last year, and fabricated metal inputs surged at a
blistering annualized rate early this year.

» Lumber: Softwood lumber has remained comparatively stable relative to metals, though Canadian import
duties and domestic mill slowdowns continue to introduce localized price swings.

2. $100 Crude Oil & Skyrocketing Fuel Costs

Due to escalating geopolitical tensions in the Middle East, crude oil benchmark prices are hovering near $100
per barrel. The domestic impact on your operations is twofold:

* Inbound Freight: Freight carriers have heavily reintroduced aggressive fuel surcharges. Heavy, bulk
materials—such as concrete, drywall, and structural steel—are seeing double-digit freight cost increases.
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» Manufacturing Overhead: Energy-intensive manufacturing processes (such as concrete kiln operations
and plastic PVC extrusion) face a 30% spike in natural gas costs, which suppliers are passing directly
down to retailers.

3. Global Shipping & Transit Inefficiencies

Geopolitical risks around primary maritime choke points have driven marine insurance premiums and
international transit times to multi-year highs. While broad supply chains are more stable than during the
pandemic era, they remain highly inefficient. Extended procurement buffers are now mandatory for specialized
fixtures, power tools, and imported finishes moving through East Coast ports.

I Organizational Challenges & Vulnerabilities

An internal assessment of your five Colorado stores highlights three primary operational bottlenecks:

Margin Erosion via Stale Fixed Bids

Historically, your commercial sales desk offered 60- to 90-day price locks to local framing, electrical, and
general contractors. With material prices now shifting inside of weeks rather than quarters, these fixed quotes
are severely diluting your gross margins upon contract buyout.

Inventory Allocation Inefficiencies

With five distinct locations—spanning high-growth Front Range suburbs and mountain corridors—inventory
velocity varies wildly. Centralized procurement is currently lacking; individual store managers are competing
against one another for allocation of high-demand items like copper wiring and premium composite decking.

Colorado Labor Scarcity

Colorado’s labor market remains exceptionally tight, with statewide unemployment projected to drop to 4.1%
due to slowed net migration. Foothills Lumber and Hardware is struggling to retain specialized yard staff, CDL
drivers, and commercial estimators, driving up overtime costs and slowing customer delivery times.

I Strategic Opportunities

Despite these headwinds, your 20-year market presence positions you to capitalize on unique regional
dynamics:
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Material Category 2026 Market Outlook Co. Strategic Advantage

Lumber & Engineered Wood Moderate volatility; stable demand Long-standing mill relationships
from regional builders. ensure priority allocation over big-
box competitors.

Copper & Electrical Severe upward pressure; frequent Ability to bulk-buy regionally and
Components localized shortages. distribute across five stores to
prevent stockouts.

Tooling & Premium Extended import lead times; higher Shift to domestic secondary brands
Finishings tariff impacts. to bypass East Coast port delays.

I Specific Strategic Recommendations

1. Implement Dynamic B2B Pricing & Tighter Quote Windows
The era of the 90-day material quote is over. Leadership must immediately transition the commercial sales
division to a dynamic pricing model.
« Action: Restrict contractor price guarantees to a maximum of 14 days on commodity metals, copper, and
roofing materials.

 Action: Insert standard "Tariff and Fuel Escalation Clauses" into all bulk commercial delivery contracts
exceeding $15,000, allowing for a shared cost adjustment if index prices shift by more than 5% between
order and delivery.

2. Centralize Procurement & Form a Regional Distribution Hub
To combat inbound freight surcharges and erratic lead times, the company must consolidate its buying power.
« Action: Shift from store-level purchasing to a centralized inventory model. Utilize your largest, most

logistically accessible location as a hub to receive bulk rail and flatbed shipments, cutting down on
individual store LTL (Less-Than-Truckload) freight charges.

« Action: Build a rolling 90-day safety buffer on high-tariff metals and electrical components to ensure your
commercial contractor base experiences zero job-site downtime.

3. Optimize Fleet Logistics & Route Efficiency
With diesel and fuel costs compressing delivery margins, your delivery fleet requires a modernization of its
operational logic.
* Action: Implement dynamic route-optimization software across all five stores to reduce empty miles and
maximize flatbed drop-off efficiency.

 Action: Establish a mandatory tier-based fuel surcharge for commercial job-site deliveries, pegged directly
to regional diesel price indices to insulate your operating cash flow from sudden energy spikes.
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