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The U.S. home-improvement and building-
materials industry is navigating a volatile
landscape as 2025 draws to a close,
driven by the latest round of import tariffs
which remain in flux as of the publication
of this article. These duties, which affect
softwood lumber, steel, aluminum,
gypsum, and a range of finished goods
from cabinetry and countertops to lighting
and plumbing fixtures, have added

layers of cost pressure and supply-chain
uncertainty across the sector. According to
the National Association of Home Builders
(NAHB), these material costs alone could
raise the price of a typical new single-
family home by $7,500 to $10,000, creating
significant challenges for builders and
homeowners alike.

The impact extends well beyond new
construction though. Renovations, kitchen
and bath remodels, DIY projects, and
routine maintenance now contend with
higher material costs and inconsistent
availability as well. These pressures
ripple through the supply chain, affecting
raw-material suppliers, manufacturers,
distributors, contractors, and retailers.

Who Really Bears the Tariff Burden?

While tariffs are levied on importers at the
border, the economic burden rarely stops
there. Distributors, retailers, contractors,
and ultimately consumers often absorb a
portion of the costs. Contractors dealing
with essential materials such as lumber,
drywall, and steel frequently pass cost

increases on to clients. In the remodeling
sector, professionals may absorb some
costs or modify project specifications,
yet homeowners still face higher overall
expenses.

DIY homeowners encounter similar
challenges. Materials such as paint, trim,
fasteners, lighting, plumbing fixtures,
and small appliances have all seen

price increases, and availability can be
inconsistent. Project delays, scaled-back
scopes, and budget adjustments have
become increasingly commonplace over
the past year, with small distributors

and independent retailers, in particular,
struggling to maintain margins while
keeping up with customer demand.

Supply-Chain Stress and Market
Volatility

Tariffs have introduced stress across
multiple levels of the home-improvement
supply chain. Lumber, drywall, steel,

and aluminum have risen 10—30% year
over year, with some specialty products
spiking even higher. Finished goods such
as cabinetry, lighting fixtures, plumbing
components and appliances face extended
lead times and sporadic availability.
Contractors now must plan months in
advance, while DIY homeowners contend
with uncertainty that can delay even small
scale projects.

Domestic production is not immune. The
rising cost of imported inputs drives up
prices for domestic alternatives, and
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suppliers are forced to adjust production
schedules and pricing strategies to
compensate. Mid-tier and regional
distributors, which lack the purchasing
power and logistics infrastructure of
national chains, face heightened exposure
to cost pressures and potential lost sales.

Retailers and Distribution: Scale as a
Strategic Advantage

Large retailers with diversified supply
chains and significant domestic sourcing
are better positioned to weather the
current tariff environment. Home Depot,
for example, which has a cautious outlook
based in large part upon persistent high
costs in the housing market, has projected
total sales growth of 2.5% to 4.5% for its
fiscal year 2026. Home Depot benefits
from a strong North American supply
network, which mitigates the impact of
tariffs on lumber, appliances, and other
home-improvement goods. Lowe’s,
historically more reliant on imports, faces
higher exposure but is actively expanding
domestic sourcing to reduce risk.

Mid-tier and regional hardware chains,
along with smaller independent
distributors, have encountered greater
challenges. Limited inventory, thinner
margins, and less access to diversified
supply sources make these businesses
more vulnerable to price spikes and supply
delays. Even the larger chains must now
balance cost pass-through with customer
retention goals and a range of competitive
pressures.



Beyond Lumber: Kitchens, Bathrooms,
Paint, and Lighting

While lumber remains a headline
concern, other product categories are
increasingly affected. Imported cabinets,
doors, hardware, and countertops face
the heaviest tariff exposure. Domestic
alternatives exist but are often more
expensive and limited in availability, which
can extend kitchen remodel timelines

by several weeks. Plumbing fixtures and
faucets carry similar exposure. Tariffs
increase both cost and lead time, forcing
professional remodelers to adjust bids or
renegotiate contracts, while homeowners
face higher expenses. Lighting and
electrical components are also impacted,
particularly overhead fixtures and specialty
hardware. DIY homeowners experience
higher prices and more limited selection.

Paint, trim, and fasteners have
experienced moderate inflation due

to rising input costs as well. And while
standard materials remain widely
available domestically, specialty colors,
finishes, or imported trim often now face
delays. Appliances such as refrigerators,
ovens, dishwashers, and other major
units continue to carry significant

import exposure. While large retailers
can manage supply efficiently, mid-tier
distributors and smaller retailers face both
price pressure and stock shortages.

These cost pressures affect both
professional remodelers and the growing
DIY market. Homeowners undertaking
smaller projects are seeing higher costs,
longer lead times, and less predictability,
influencing both project scope and timing.
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How Tariffs Affect DIY vs Professional
Remodelers

The impact of tariffs differs by project
type and scale. Kitchen remodels, which
rely heavily on imported cabinetry,
countertops, and appliances, carry

the highest risk. Bathroom remodels
face medium-high risk due to imported
plumbing fixtures, vanities, and specialty
tiles. Even interior painting and trim
work, which are relatively low in imported
content, experience moderate risk
because specialty paints or imported trim
may still face price increases or minor
delays. Small DIY projects experience
medium risk, particularly if specialized
imported tools or fasteners are needed.

Professional remodelers manage larger
projects with contractual protections

and longer lead times, but they face

higher exposure to price volatility. DIY
homeowners manage smaller-scale
projects but encounter unpredictability in
availability and costs. Kitchen remodels
can be delayed four to eight weeks,
bathroom projects two to six weeks,
interior painting and trim one to two weeks,
and small DIY initiatives one to four weeks,
depending on sourcing and component
availability. These delays are directly tied
to tariffs, limited domestic alternatives, and
logistics constraints.

Implications for Asset-Based Lending

The current tariff environment also has
significant implications for asset-based
lenders. Moving into 2026, borrowing
bases may be negatively impacted for
distributors, retailers, and suppliers heavily




reliant on imported goods, as margin
compression impacts cash flow. Inventory
liquidation values may fall if distressed
materials cannot be sold at anticipated
prices, particularly for imported cabinets,
appliances, and specialized lighting.

Collateral tied to retail or distribution
facilities may also be impaired in the year
ahead if operations shrink due to supply-
chain disruptions or lost sales. Lenders are
increasingly assessing creditworthiness
based on supply-chain resilience,
domestic sourcing, and inventory
composition. Companies that diversify
sourcing, maintain robust domestic
supply chains, and invest in logistics
infrastructure are likely to be less exposed
to tariff shocks, while mid-tier and small
distributors face higher risk.

Market Outlook and Structural Shifts

Hilco Global expects tariff-induced
volatility to persist well into 2026. Large
retailers and well-capitalized firms with
diversified supply chains will be best
positioned to maintain margins and
service levels. Smaller, import-dependent
distributors will no doubt face ongoing
margin pressure, supply disruptions, and
the risk of market exit.

For remodelers and DIY homeowners,
baseline project costs will be higher,
lead times longer, and material
availability less predictable. It is likely
that many homeowners will defer
projects or compromise with more
affordable materials for their projects,
while professionals adjust bids, include
tariff-adjustment clauses, and prioritize
domestic sourcing wherever possible.
That said, based in no small part upon the
expected, continued easing of mortgage
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rates, the National Association of Realtors
has forecast a rebound in home sales
ahead. This greater affordability, combined
with U.S. homeowners’ unwavering
inclination to improve their homes, should
lead to steady but moderate growth in
total homeowner spending on repairs and
renovations next year.

For asset-based lenders, evaluating
borrowers now requires attention to
supply-chain resilience, inventory
composition, and collateral liquidity.
Borrowers capable of adapting to
domestic-focused sourcing models
present lower risk and more stable
collateral, while import-dependent firms
are more exposed to ongoing volatility.

Conclusion

As tariffs continue to reshaping the
home-improvement landscape, costs can
be expected to remain high and supply
chains will be stressed. Large retailers
such as Home Depot and Lowe’s are
illustrating to the market how operational
scale and diversified sourcing can

help mitigate some risk, while mid-tier
and smaller distributors remain more
susceptible to price volatility and supply
delays. Professional remodelers and DIY
homeowners alike must navigate higher
costs and project uncertainty, adjusting
timelines and materials to manage these
pressures.

What the home improvement market

is experiencing is not merely a short-
term shock but a structural challenge
affecting its suppliers, distributors,
retailers, remodelers and homeowners.
Companies that adapt will likely emerge
stronger, converting disruption into
competitive advantage. At this time,

we view it as essential for lenders to

thoroughly incorporate assessments

of supply-chain resilience, domestic
sourcing, and inventory liquidity into

their borrowing base calculations, and
collateral valuations. Borrowers that are
able to practice operational and sourcing
flexibility will be best positioned to weather
current and future disruptions, while less
diversified players can be expected to face
heightened risk over both the short- and
long-term.
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