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All Comments

1 Transportation Disruption Risk Comments

Global energy recovery due to the U.S.–Iran war will increase risk.

Short-term fuel prices will lead to bigger disruptions in available capacity and balance sheets.

Fuel prices, infrastructure and demand volatility, plus regional events and labor disputes, will increase risk.

Costs are up, and people are leaving due to long hours and consolidation. International shipping is a concern with jet 

fuel shortages pending.

Energy supply and pricing disruptions will increase price risk.

Freight costs, as well as routings from the US and Europe to Asia due to the Iran conflict, are creating cost and 

logistical nightmares for ocean freight.

Oil prices will increase risk.

Fuel prices have been having a significant impact on transportation spend.

Transportation risks are definitely looking higher for next quarter. Fuel costs have shot up quite a bit recently, with 

diesel prices hitting tough levels for fleet operators. On top of that, we are seeing capacity tighten across the U.S. as 

smaller carriers exit the market and the driver shortage continues to stick around. Getting freight moved reliably and 

affordably is just going to be more volatile going into Q3.

Relocating inventory to a new facility via road or rail increases our exposure to transportation disruptions, 

particularly given current fuel price volatility.

Given the current administration, a lot can change overnight.

This risk is not relevant to my organization as we do not rely on transportation or related resources.

Fuel price increases are very evident.

Transportation disruption risk will continue to be a challenge with high gas prices being so volatile.

Q3 is peak shipping season, so trucks are harder to find and drivers are in high demand. We may also be exposed to 

sudden fuel price spikes and longer delivery delays over the next three months due to weather.

An increase in diesel prices will heighten risk.

Transportation disruption risk will increase due to: (1) fuel prices amid global uncertainty, (2) driver shortages 

caused by government safety compliance enforcement, (3) declining highway infrastructure, and (4) a K-shaped 

economic recovery and shifting consumer spending.

Fuel availability may lead to deterioration in delivery achievement.

Self-driving vehicles could cause labor issues and disruptions.

Continued upward pressure on fuel prices for non-bid fuels are stressing our system.
Costs for offshore products are expected to rise due to higher fuel prices affecting Indian manufacturing, alongside 

possible volatile feedstock pricing for petroleum-dependent goods. This global volatility is driven by the conflict 

between Iran and the U.S., during which the blockade at the Strait of Hormuz triggered multiple force majeure 

events between March and May.

Ongoing conflict with Iran, coupled with a lack of allied alignment and no clear resolution in sight, threatens to 

heighten supply risks for global oil and downstream products like gas, resins and chemicals.

The Iran conflict-driven surge in global energy costs increases overall risk.

I anticipate that fuel prices and costs to deliver goods will stay high until energy price shocks dissipate.

This risk will increase due to fuel prices and inflation.

Fuel prices and the crackdown on unqualified drivers will increase transportation disruption risk.

Page 1 of 10



 LRMI 3rd Quarter 2026

All Comments

First-quarter shipping demand has surged by over 20%, exposing a critical underlying freight capacity shortage. 

While geopolitical conflicts may delay the full impact of this shortage until 2027, the risk remains imminent. 

Additionally, elevated fuel prices continue to pressure margins, particularly regarding uncompensated 

empty/deadhead miles.

The extensive regulatory changes are coming so fast it is very hard to keep up with them. Many smaller carriers are 

going to cease to operate, which will allow the bigger carriers to exert market pricing power. The risk of using 

brokers is not clear yet but, based on the SCOTUS ruling, this risk has clearly increased dramatically.

Transportation disruption risk is expected to remain elevated or increase if geopolitical tensions persist. Ongoing 

conflicts and regional instability can drive up fuel costs, particularly for gas and diesel, leading to higher 

transportation and logistics expenses. Additionally, critical trade routes and shipping channels may face operational 

disruptions, delays, or capacity constraints, creating further supply chain challenges. These factors could lead to 

longer lead times, increased costs, and reduced reliability across transportation networks, potentially impacting 

business operations and customer service levels.

2 Economic Risk Comments

The equity market does not like uncertainty.

The shock waves from both oil prices and other derivative products may already be driving an inevitable recession.

Economic risks, such as increasing energy costs, commodity price volatility, sudden demand shocks, and border 

delays, are all tied to government intervention risk.

Debt is increasing at an alarming rate.

The exponential growth of AI and data center infrastructure is accelerating energy and water consumption, 

introducing severe resource scarcity and economic risks.

Local energy shortages in the markets where we produce are more important to us than global shortages, although 

the two go hand in hand. Increasing energy costs are painful as we run an energy-intensive process. Skilled labor 

shortages have been compensated by higher wages, so we can get the labor but it comes with a margin impact. We 

have to then focus even more diligently on efficiencies to counter the increasing costs.

Surging oil prices are compounding our broader economic risk factors.

Escalating costs are compressing internal margins while simultaneously straining supplier relationships and 

threatening customer retention.

Economic risk, while expected to remain the same in Q3, will decrease if the Iran war is concluded.

Economic risk will increase because of the combination of unstable commodity prices and stubborn labor shortages. 

It's getting more expensive to hire and retain skilled workers, and energy cost volatility is putting a direct squeeze on 

operational budgets. It just makes the overall financial landscape a lot harder to navigate.

Gas and energy costs and availability will be the main factor driving increased economic risk in Q3.

The convergence of peak fuel and raw material costs with critical memory and semiconductor chip shortages will 

create acute operational bottlenecks, exposing production timelines to heightened supplier allocation risks.

Risk is expected to remain the same in Q3. Managing economic risk is part of doing business and being responsive.

War will lead to increased risk.
Even though general inflation is stabilizing, industrial energy costs and prices of commodities vary unpredictably. 

Combine that with ongoing warehouse labor shortages, and the baseline cost to operate is highly vulnerable to 

sudden economic shifts.

The U.S. and Israeli war on Iran is threatening to "crater" the global economy.

Economic risks, such as labor shortages, global energy shortages and border delays, will increase in Q3.
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Economic instability and uncertainty are increasing due to AI bubble fears, leading many enterprises to look for 

savings opportunities. This environment is also an opportunity for AI vendors like us to drive operational cost 

savings.

All types of economic risk are expected to increase in Q3.

The ongoing war with Iran and the resulting disrupted oil flow are increasing economic risk, with the recent U.S. 

Consumer Price Index (CPI) at a 3.8% annual increase and the Product Price Index (PPI) in the 5-6% range.

Higher energy prices will ripple through the world economy creating inflation.

Rising energy and commodity costs will increase risk.

Rising prices for materials, labor and outsourced services will lead to increased risk in Q3.

There will be long-lasting effects from the Iran war and the closure of the Strait of Hormuz.

Economic risk is expected to remain elevated but relatively stable in Q3 2026, driven by ongoing commodity price 

volatility, energy cost pressures, labor market constraints, and transportation disruptions. While global supply chains 

have improved compared to previous years, uncertainty in demand patterns and regional border delays continue to 

pose operational challenges. These factors may impact procurement costs, lead times, inventory management, and 

overall supply chain performance.

3 Government Intervention Risk Comments

Inconsistent execution of policy from the executive branch is a problem.

Government intervention risk is the #1 issue that is impacting everything right now.

The U.S. president's off-the-cuff comments and social media statements present a daily risk.

While there is geopolitical volatility, primarily driven by U.S.–China relations, the situation has overall settled down, 

becoming a bit painful but stable.

The seemingly constant global uncertainty related to the current U.S. administration is creating indecision among 

customers and suppliers, who remain unsure of the economic future.

Government intervention risk will remain at historically high levels in Q3 2026.

Government intervention risk is definitely rising. Between ongoing geopolitical tensions and abrupt tariff 

adjustments, the rules of global trade are shifting constantly. Concurrently, new environmental regulations and raw 

material sourcing restrictions are severely complicating long-term supply chain planning.

This risk is definitely increasing. Between tariffs, the war in Iran and other politics, there is a great deal of market 

uncertainty. We are expecting this to get worse before it gets better.

Confidence is high that the recent tariffs will expire. As long as new tariffs are not put into place, we expect a 

decrease in risk.

Nobody knows the answer as to whether this risk with increase, decrease or remain the same in Q3 2026.

We expect risk to increase as many of our clients are in the U.S. government, the behavior of which is currently 

challenging to predict.

Risk is expected to increase due to an inordinate amount of uncertainty.

We expect government intervention risk to decrease in Q3 thanks to President Trump.

A ban on routers being produced outside the U.S. has impacted our customer. They are trying to understand how to 

bring production back to the U.S.

With ongoing global trade tensions, there is a lot of noise about new tariffs on imported raw materials. If we rely 

heavily on overseas suppliers, any sudden trade restrictions or tariff hikes will directly squeeze our profit margins 

this quarter.

Additional tariffs are expected to increase risk in Q3.
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Globally, governments are scrambling to stabilize supply chains, the consequences of which have yet to play out.

Tariffs have already caused problems and trade wars. Actual wars, such as the one in Iran, may destabilize countries 

and the economies of markets like oil and gas.

A lack of clear policy from the federal government on both consumer and federal funding of K–12 education is 

leading to issues with budgeting and staffing.

Tariffs are always unpredictable and a risk.

Risk remains very high as U.S. import tariffs are highly unpredictable and fluid, as the administration tries other 

tariffs to make up for major tariffs removed by Supreme Court action.

Risk is expected to increase due to the combination of unpredictable military conflicts with a highly fluid, retaliatory 

tariff landscape, creating a "swirl" of noise that standard corporate risk models cannot handle.

Tariffs, trade wars, and idiotic wars will all cause risk to increase in Q3 2026.

Trying to predict this type of risk is a total crap shoot; who could ever predict what the U.S. President will do next?

Public demonstrations ("demos") over the rising general cost-of-living are becoming a regular disruption.

This administration demonstrates a higher inclination toward free-market intervention than prior administrations.

The West is now fighting WWIII on two fronts: the Iran/Middle East front and Russia. Hopefully, China does not start 

another front.

Heightened risk is projected to persist. This inherent volatility makes proactive planning and accurate forecasting 

exceptionally challenging.

Government intervention risk is expected to increase in Q3 2026 due to ongoing geopolitical tensions, tariffs, trade 

restrictions, and evolving regulatory requirements. Organizations may face higher sourcing costs, supply disruptions, 

and compliance burdens resulting from export controls, sanctions, and localization policies. These factors could 

impact material availability, supplier performance, and overall supply chain resilience.

4 Cybersecurity and Data Risk Comments

Threats from Iran may increase cybersecurity and data risk in Q3 2026.

Mythos and other frontier AI models continue to add more risk to cybersecurity.

Risk has increased due to regional events.

The use of AI, especially in Advanced Persistent Threats (APT) communities, is a big concern. The bad guys don't 

sleep and are getting better every day.

As AI expands, so does our exposure to outside attacks.

Cybersecurity and data risk will increase due to the cascading impact of flawed AI outputs being reabsorbed into 

enterprise networks.

Our company has an entire organization focused on cybersecurity, so I feel as though our historical actions and 

future roadmaps will support our needs.

While risk is predicted to remain the same in Q3, cybersecurity threats should always be considered high-risk. 

Cyberattacks are not going to stop.

Cybersecurity risk is definitely on the rise. We are seeing a huge spike in hackers targeting shared software, cloud 

platforms, and third-party vendors to break into larger networks. Since so many companies are connecting their 

systems with suppliers and using more AI tools without updating their security, the digital supply chain is more 

exposed than ever.

Increased utilization of AI means that corporate data is more vulnerable to being sold or leaked.

Cybersecurity threats are an ongoing concern, but I am not aware of any increased risk in the near future.
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With the advent of artificially supported cyberattacks, the firms we deal with cannot gear up fast enough to keep 

pace with criminal behavior.

1. We have experienced an escalation in phishing and cyberattacks over the past two months. This threat has 

reached the executive level, and our CEO is actively directing the response to mitigate the risk. 2. We are scheduled 

to launch an ERP system implementation for the customer in Q3. We anticipate unforeseen challenges during this 

transition.

Even with a good security team, switching systems always creates a temporary window for software bugs and setup 

errors while everyone adjusts to the new platform.

The threat of rogue, state-sponsored cyberattacks is looming larger.

New Generative AI engines are proving capable of identifying and exploiting software vulnerabilities.

AI introduces new attack vectors by drastically reducing the cost to generate highly convincing phishing campaigns. 

Furthermore, the advent of cutting-edge AI coding agents enables threat actors to autonomously discover software 

vulnerabilities and engineer highly sophisticated, custom exploits.

Increased utilization of third-party, user-designated software has proven to be a primary entry point for malicious 

actors. This is how the Instructure/Canvas breach occurred.

I think cybersecurity and data risk may increase. More companies are using digital systems, online tools, and shared 

data. Because of that, cyberattacks, phishing, and data theft can become more common. Companies will need to 

maintain rigorous technical security controls alongside ongoing employee awareness initiatives.

Risk remains high and may continue to increase as AI enables criminals in this area.

New AI capabilities are taking cybersecurity and data risk to the next level.

Manufacturers continue to be a prime target for hackers and cyber trolls.

AI is as big a risk as any of the ten evaluated in this report.

This risk continues to increase and continues to consume dollars to build infrastructure to reduce the risk.

Cybersecurity and data risk are expected to increase during the third quarter of 2026. While advancements in 

technology and artificial intelligence provide significant operational benefits, they also introduce new cybersecurity 

challenges and threat vectors. The growing use of AI-powered tools by employees may increase the risk of exposing 

sensitive company information if appropriate data governance, access controls, and security protocols are not 

consistently followed. Additionally, cyber threats continue to evolve in sophistication, requiring ongoing vigilance, 

employee training, and investment in security measures to mitigate the risk of data breaches, unauthorized access, 

and other cybersecurity incidents.

5 Supplier Risk Comments

Some suppliers will face insolvency due to their inability to recover tariff fees that the Supreme Court ruled illegal.

Supplier risk will continue to increase due to supplier quality issues and price volatility.

We expect supplier risk to remain stable in Q3, although recent tariffs have strained trust between global suppliers 

and U.S. partners.

Domestic suppliers will pose less risk than international suppliers.

Sole-source suppliers are the norm in semiconductor materials, and we have been managing this risk for decades. 

This is nothing new.

Supplier risk is expected to increase in Q3 due to high oil prices.

Page 5 of 10



 LRMI 3rd Quarter 2026

All Comments

Supplier risk is increasing due to volatility in global trade. Massive tariff changes and geopolitical tensions are forcing 

companies to rapidly reconfigure where they source their materials. Between these regulatory shifts and fluctuating 

raw material prices, guaranteeing consistent delivery schedules from suppliers is becoming much more difficult.

Fuel prices and the war involving Iran have led to demand increases and supply decreases in several sectors of our 

business, including all commodity-based metals and plastics.

Supplier risk is expected to decrease in Q3; continuous improvement and early communication regarding forecasts 

will be key.

We do not rely on suppliers in a traditional sense.

We expect risk to increase in Q3. For instance, if a critical component is sourced from a single supplier located in a 

politically unstable region, any sudden border closure or factory delay on their end will immediately stall our 

assembly lines.

Risk is expected to increase; the U.S. and Israeli war on Iran has precipitated a shortage of materials.

We project an escalation in Q3 supplier risk driven by macroeconomic headwinds. Elevated fuel costs could threaten 

the financial viability of some suppliers and logistics providers, which will likely result in increased procurement and 

transportation costs. This risk environment is further compounded by commodity price volatility, the threat of 

counterfeit components, and ongoing geopolitical shocks.

Price volatility across all supply categories will cause risk to increase.

We expect a decrease in risk as we will be adding more U.S. manufacturers.

I think supplier risk may increase. Many companies still depend on limited suppliers or suppliers from one region. 

Price changes, delivery delays, and global issues can make it harder to get materials on time. Companies may need 

to watch supplier performance more closely.

Supplier risk is expected to increase due to rising inflation, heightened geopolitical tensions, and escalating logistics 

costs, alongside disruptive factors such as emerging competitors and new technologies.

Tariffs have made domestically produced metals more expensive and have significantly reduced product availability.

Supplier risk will increase in Q3 due to price and availability volatility.

Certain manufacturers are being negatively impacted by tariffs and are experiencing financial difficulties, which 

could lead to defaults on payment obligations.

Supplier risk is expected to remain elevated during the third quarter of 2026. Ongoing geopolitical tensions, trade 

restrictions, and regional instability may disrupt supplier operations and transportation networks, potentially 

affecting the availability of critical materials and components. These conditions could lead to supply chain 

interruptions, longer lead times, increased costs, and reduced supplier reliability. Maintaining supplier 

diversification, monitoring key suppliers, and developing contingency plans will be important to mitigating these 

risks.

6 Technological or Competitive Risk Comments

AI is driving a rapid evolution, making it imperative for businesses to keep pace.

There are high barriers to entry in our field.

The cost of capital required to remain competitive in AI is substantial, and the return on investment is not yet fully 

The expansion of AI and data centers has led to an increase in embedded errors within their outputs.

This is nothing new to us—we innovate or die in the semiconductor materials market. It is part of our normal, day-to-

day operations.

We expect risk to remain the same in Q3; our company occupies a distinct market niche.
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For the firms we partner with, secondary competition is decreasing; while this is advantageous for the firms, it is 

disadvantageous for consumers.

We expect risk to increase in Q3 due to the addition of an ERP system and a recent merger.

can deliver personalized products much faster than our manual processes permit. Consequently, we would likely 

lose market share this quarter.

The energy crisis has precipitated a move away from traditional petrochemicals to biomass-derived materials.

Generative AI presents a risk for firms unable to leverage it effectively; consequently, some organizations will lose 

market share while others prosper.

The AI industry is evolving rapidly, exerting pressure on emerging companies from all sides. Large incumbents are 

investing massively to integrate AI into their products, while new startups seek strategic wedges to disrupt the 

market.

Technological and competitive risks are expected to rise. Emerging technologies, particularly AI and automation, are 

transforming corporate operations. Competitors who adopt these tools more rapidly will place pressure on peers to 

accelerate their own integration.

Companies resistant to adopting rapidly expanding technologies, such as AI, will be outpaced by early adopters.

AI is enabling significant technological breakthroughs while simultaneously increasing technological and competitive 

risk.

The shortage of qualified personnel, combined with the push to automate via AI, will place a severe strain on mid-

level producers, who typically lack the resources of larger enterprises.

AI will increase technological and competitive risks in Q3 2026.

AI is projected to replace certain customer-facing positions.

AI reshapes our processes on a near-weekly basis.

We are only in the initial stages of the AI revolution.

Technological and competitive risk is expected to remain stable during the third quarter of 2026. While technology 

continues to evolve rapidly and competitive pressures persist across the industry, the company is maintaining its 

current level of investment in technology, innovation, and market monitoring. Ongoing efforts to evaluate emerging 

technologies, improve operational capabilities, and respond to competitive developments are expected to help 

mitigate significant changes in risk exposure during the quarter.

7 Customer Risk Comments

Consumer sentiment is projected to remain a significant challenge for the foreseeable future.

Concerns regarding fuel prices, inflation, and reduced customer spending will impact the aftermarket sector and, 

eventually, Original Equipment Manufacturer (OEM) sales.

Advanced chip packaging processes are the norm for AI hardware and are being widely adopted by fabrication 

facilities across all technology generations. This rapid surge in demand is straining our current capacity as we hasten 

to build new capacity in Asia.

Customer risk is expected to increase due to volatile oil pricing.

As customers seek to reduce expenditures in the face of rising energy costs, we are experiencing increased margin 

pressure.

We implemented further price increases as rising raw material costs and remaining tariffs continue to compress 

gross profit margins.

Many of our clients are government agencies; the current administration's frequent policy shifts and rapid decision-

making cycles present ongoing challenges for operational planning.
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Managing this specific client remains a primary concern due to their heavy on-site presence. This frequently creates 

operational friction regarding facility governance and disputes over 3PL versus client standards. The customer is 

undergoing a merger with a peer organization of equal size but a differing demographic focus, which will require a 

significant transitional adjustment.

Due to aggressive seasonal promotions across the industry, net customer acquisition will heavily depend on our 

marketing efficacy, supply chain resilience, and brand perception.

We expect customer risk to remain the same; since the COVID-19 pandemic, customers have increasingly shifted 

toward a 'Just-in-Case' strategy.

Economic degradation and broader market uncertainty are expected to increase customer risk.

Global market volatility has heightened the demand for supplier diversification and accelerated lead times.

Customer risk is expected to remain at a similarly elevated level.

This risk will remain elevated as OEMs work to establish definitive global procurement strategies.

Rising prices are negatively impacting customer purchasing power.

Inflation and fuel prices are tightening budgets.
Short-term spikes in demand combined with industry-wide supply disruptions have necessitated an increase in 

expedited freight utilization for our operations.

The sustained decline in consumer sentiment—particularly as tracked by the University of Michigan index—is 

severely depressing consumer demand, creating an environment that disincentivizes capital investment.

Customer risk is expected to remain elevated during the third quarter of 2026. Continued volatility in fuel and 

transportation costs may increase product prices, placing additional pressure on customers and their purchasing 

decisions. In a competitive market, customers are often highly price-sensitive and may seek alternative suppliers 

offering lower-cost options. As a result, there is an increased risk of customer attrition, reduced demand, and 

potential market share loss if rising costs cannot be effectively managed or communicated to customers.

8 Environmental Risk Comments

This risk category does not currently present a material impact on our business operations.

Environmental risk exposure is projected to remain elevated.

Unpredictable variables preclude a definitive forecast.

An anticipated increase in extreme weather events and natural disasters may threaten supply chain continuity.

Q3 coincides with the peak of the hurricane and typhoon seasons. Because several of our primary logistics hubs and 

international suppliers are situated in coastal zones, the probability of weather-related shipment delays escalates 

during this quarter.

Environmental risks stem from climate change and reduced U.S. government regulation, the latter of which may 

permit unsafe operations—as evidenced by historical infrastructure failures like the Ohio train derailment.

Environmental risk is expected to remain stable. While natural disasters and extreme weather continue to pose 

localized operational threats, there is no definitive catalyst for a significant escalation next quarter. Organizations 

should maintain baseline preparedness for weather-driven or site-specific disruptions.

The Caribbean hurricane season poses significant disruption risks to companies with manufacturing operations in 

the region.

Environmental risk remains high and is steadily escalating as rising global temperatures contribute to increasingly 

severe weather volatility.

Current meteorological forecasts project lower overall hurricane risks for the upcoming season.

Recent heavy rainfall has caused notable operational disruptions.

Page 8 of 10



 LRMI 3rd Quarter 2026

All Comments

Environmental risk is expected to increase in Q3 2026 due to the growing frequency and severity of extreme 

weather events, including hurricanes, floods, wildfires, and heatwaves. These events may disrupt transportation 

networks, supplier operations, production facilities, and the availability of critical materials. In addition, industrial 

accidents and climate-related disruptions could impact business continuity, lead times, and overall supply chain 

resilience.

9 Operational Risk Comments

Material shortages arising from the ongoing Iran and the U.S. war are expected to increase operational risk.

As overall market demand softens, supply chains that are not operating at their margins will gain additional 

operational flexibility and consistency.

Primary operational threats include escalating material costs, potential labor disputes, and volatile regional events.

Geopolitical tensions remain a primary operational concern.

Threats relating to data centers are expected to increase operational risk.

driven significant price increases. Concurrently, ongoing geopolitical risks in China present a strategic dilemma: we 

must navigate 'localization' to satisfy Chinese government mandates while remaining price-competitive and 

safeguarding our intellectual property.

Most manufacturers have successfully integrated predictive maintenance and asset-tracking technologies over 

recent years. Because these routine processes are now mature, the industry is not experiencing significant 

fluctuations in unexpected equipment failures. Consequently, operational disruptions are projected to remain stable 

this quarter.

We anticipate increased operational risk associated with commissioning new sites and relocating heavy machinery.

Operational risk inherently scales with the management of both new and aging equipment; however, the material 

impacts of these vulnerabilities are rarely immediate.

Particularly given recent U.S. geopolitical actions, many of our partner organizations face heightened uncertainty 

regarding downstream operational impacts.

Barring unforeseen accidents, we do not anticipate any risks!

By transitioning from reactive maintenance to data-driven proactive maintenance, we can identify and schedule 

necessary repairs in advance. This mitigation strategy has significantly reduced unexpected equipment failures on 

the production floor, directly lowering our day-to-day operational risk.

Operational vulnerabilities are compounded by increasing weather-related risks.

Not applicable to current business operations.

Operational risk is projected to remain stable over the upcoming quarter. While equipment failures and asset 

degradation remain baseline threats, there is no definitive catalyst indicating a significant escalation in risk 

exposure. Companies must sustain standard maintenance protocols and daily operational oversight.

Risks remain elevated due to a severe shortage of qualified personnel within the labor pool.

The disruptions caused by the war in Iran, alongside resultant inflationary pressures, are severely straining both our 

corporate margins and our customers' purchasing power.

Operational risks are likely to increase if the economy does not recover and gas prices remain elevated. Higher fuel 

costs drive up transportation and supply chain expenses, increasing the cost of consumer products. These additional 

costs are often passed on to consumers. As inflationary pressures continue, labor unions may seek higher wages to 

offset rising living expenses, resulting in increased labor costs for businesses. This combination of higher operating 

expenses and potential labor disputes could disrupt operations and negatively impact business performance.
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10 Quality Risk Comments

High employee turnover and a low average workforce tenure continue to pose a quality risk.

Supplier and vendor turnover compounds this issue. Consequently, the need to continuously train new hires and 

onboard lower-skilled personnel remains a primary concern.

AI usage is expected to increase quality risk.

We manufacture specialty chemicals utilized by semiconductor fabrication facilities globally, an industry 

characterized by increasingly stringent quality standards.

Quality control frameworks such as ISO and Six Sigma are thoroughly integrated into U.S. manufacturing operations, 

ensuring baseline testing and documentation remain stable. In the absence of major industry-wide product recalls, 

quality-related risks are projected to remain steady entering Q3.

Quality is always improving, protocols are updated, and steady communication between suppliers and 

manufacturers will cause quality-related risk to remain stable.

Internal quality control processes among our partner firms remain unchanged.

Following our successful ISO 9001 recertification, incremental quality risk is minimal, as standard operating 

procedures strictly adhere to these compliance benchmarks daily.

detection during active production. Consequently, this proactive mitigation reduces the volume of non-conforming 

products reaching final distribution.

Material shortages necessitate component substitutions, which can inadvertently introduce quality vulnerabilities.

Tariff-induced disruptions could limit the availability of critical inventory.

Quality-related risks are projected to remain stable. While vulnerabilities persist due to potential supplier 

transitions, documentation gaps, or evolving industry standards, strict adherence to rigorous internal audit 

processes will mitigate any significant escalation in risk exposure.
Quality risk is expected to decrease during the third quarter of 2026. Continued advancements in technology, 

process automation, and quality control systems are expected to improve product and service consistency. 

Additionally, the ongoing evolution of compliance and safety standards, coupled with proactive monitoring and 

continuous improvement initiatives, should strengthen quality management practices and reduce the likelihood of 

quality-related issues.
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