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The following is a discussion of significant risk factors relevant to Grainger’ s business that could adversely affect its financial
condition, results of operations and cash flows. The risk factors discussed in this section should be considered together with
information included elsewhere in this Annual Report on Form 10- K and should not be considered the only risks to which the
Company is exposed. Industry and Market Risks .Inflation could cause Grainger' s operating and administrative expenses
to grow more rapidly than net sales,which could result in lower gross margins and lower net earnings.Market
variables,such as well-asgeopolitieal-events-inflation of product costs,labor rates and fuel,freight and energy costs, could
increase potentially eause-causing the Company to be unable to manage its operating and administrative expenses in a way that

would enable it to leverage its revenue growth into hlgher net earnings. Fer—ex&mp}e;l%ussta’—s—rm‘&sten—e#ﬂﬁ&rﬂe—aﬁd—e&tef

costs to customers in a trmely manner,or at all could cause Gralnger s operatrng and admlmqtratlve expenses to grow, whrch
could result in lower gross profit margins and lower net earnmg% Dlsmptlons in Gralnger s %upply chaln could result in an

adverse impact on results of operations. The Grs
of+-one or more natural or human induced disasters, 1nclud1ng earthquakes stsanamis
,storms,hurricanes,floods,fires,droughts,tornados and other extreme weather;pandemic diseases or viral contagions such as the
COVID- 19 pandemic;geopolitical events %uch as war, 01V11 unrest or terrorl%t attack% ina country in Wthh Gralnger operates or
in which its suppliers are located; €t ; v ; -
s’feppﬂges—re}&ted-te—krbeﬁstfﬁées-er—bekeiﬁs—and the 1mp0§1t10n of measures that create barriers to or increase the costs
associated with international trade could result in disruption of Grainger’ s logistics or supply chain network.For
example,the outbreak of the COVID- 19 pandemic has disrupted and may continue to disrupt the operations of the
Company and its suppliers and customers.Customer demand for certain products has also fluctuated as the pandemic
has progressed,which has challenged Grainger' s ability to anticipate and / or procure product to maintain inventory
levels to meet that demand.These factors have resulted in higher out- of- stock inventory positions in certain products as
well as delays in delivering those products to the Company' s distribution centers,branches or customers,and similar
results may occur in the future .Even when Grainger is able to find alternate sources for certain products,they may cost more
or require the Company to incur higher transportation costs,which could adversely impact the Company' s profitability and
financial condition.Any of these circumstances could impair Grainger' s ability to meet customer demand for products and result
in lost sales,increased supply chain costs,penalties or damage to Grainger' s reputation.Grainger’ s ability to provide same- day
shipping and next- day delivery is an integral component of Grainger’ s business strategy and any such disruption could

adversely 1mpact results of operatron% and financial performance -Fttﬁheﬂﬁefe—rn—eeﬂﬂeeﬁeﬁ—wﬁh—RIﬁﬁa—s—&wasmﬁ—ef

profltablhty and ﬁnancral stability of Grainger’ s customers Could negatively impact Gralnger s sales growth and requltq of
operations.Economic,political and industry trends affect Grainger’ s business envirenment-environments . Grainger serves
several industries and markets in which the demand for its products and services is sensitive to the production activity,capital
spending and demand for products and services of Grainger’ s customers.Many of these customers operate in markets that are
subject to cyclical fluctuations resulting from market uncertainty,trade and tariff policies,costs of goods sold,currency exchange
rates, central bank interest rate fluctuations,economic downturns,recessions,foreign competition,offshoring of production,oil
and natural gas prices,geopolitical developments,labor shortages,inflation,natural or human induced disasters,extreme
weather,outbreaks of pandemic disease such as the COVID- 19 pandemic,inflation,deflation,and a variety of other factors
beyond Grainger’ s control. Any of these factors could cause customers to idle or close facilities,delay purchases,reduce
production levels,or experience reductions in the demand for their own products or services.Any of these events could also
reduce the volume of products and services these customers purchase from Grainger or impair the ability of Grainger’ s
customers to make full and timely payments and could cause increased pressure on Grainger’ s selling prices and terms of
sale.Accordingly,a significant or prolonged slowdown in economic activity in Canada,China,Japan,Mexico,the U.K.,the U.S.or
any other major world economy,or a segment of any such economy,could negatively impact Grainger’ s sales growth and results
of operations.Unexpected product shortages,tariffs,product cost increases and risks associated with Grainger’ s suppliers could
negatively impact customer relationships or result in an adverse impact on results of operations.Grainger’ s competitive
strengths include product selection and availability.Products are purchased from more than 5-4 , 888-900 suppliers located in
various countries around the world,not one of which accounted for more than 5 % of total purchases.Disruptions in procuring



sources of supply could occur due to factors beyond Grainger’ s control. These factors could include economic
downturns,recessions,outbreaks of pandemic disease such as the COVID- 19 pandemic er-(which from time to time has
resulted in some shortages of PPE,cleaning supplies and other products) simtlar-global-pandemtes-,natural or human induced
disasters,extreme weather,geopolitical unrest,tariffs,new tariffs or tariff increases,trade issues and policies,detention orders or
withhold release orders on imported products,labor problems or shortages experienced by Grainger’ s suppliers or others in the
supply chain,transportation availability,staffing and cost,shortage of raw materials ;supphereonselidation— unilateral product
cost increases by suppliers of products in short supply,inflation and other factors,any of which could adversely affect a supplier’
s ability to manufacture or deliver products or could result in an increase in Grainger’ s product costs.Further,Grainger sources
products from Asia and other areas of the world.This increases the risk of supply disruption due to the additional lead time
required and distances involved.If Grainger was unable to promptly replace sources of supply that become
disrupted,there could be adverse effects on inventory levels,results of operations,customer relationships and Grainger’ s
reputation.In addition,Grainger has strategic relationships with a number of vendors.In the event Grainger was unable
to maintain those relations,there might be a loss of competitive pricing advantages which could,in turn,adversely affect
results of operatlons Gldln(’el s busmess dnd operatlons hdve been and may—eeﬁt—mtte—te-could in the future be adv ersely

eﬂ&eﬁf&ﬂ&ﬂ-ﬁs—t-ha-t—may—emerge—(COV[D 19 pandemlc) , Or aﬁd-may—be—advers-ely—a-ffeeted-by—other U]Obdl outbredks of

pandemic disease. Any global outbreaks of pandemic disease, such as the COVID- 19 pandemic, could have a material adverse
effect on (thunger ] busmess results of opemtlons and financial condmon 1nclud1n<’ 11qu1d1ty, Cdpltdl and fmdncms_ resources.

Addltlondl etfects from global ﬂ&e—G@%LI-B-—IQ-paﬂdeﬁne-pandemlcs on Gldln(’el s business could mclude ddverse 1mpacts on
ndnsportdtlon mcludum shlppmg delays dnd port dlSl‘upthHS eredsed shlppmg costs, constraints on the availability of

remains-. Furthermore, Grainger' s ability to Collect its accounts recelvdble or receive produd ordeIed from suppliers, as
customers dnd supphers fdce h1ghe1 11qu1d1ty and solvency risks and seek terms thdt are less fav orable to Grainger, may

paﬂdemte—has—rest&ted—ﬁrsl‘teﬁages—ef—certdm PPE sand Cleamno supphes and et-her—pfeduets—”Phese—sheft&ges—haﬁ*e—rmp&eted-
and-irthe-fatare-may eontinwe-te-impact Grainger-the Company’ s ability to-ebtain-or-deliverinventoryto-eustomers-omra

tﬂﬁel-y—basts—e%&t—a-H—\Wn-}e—Gfa—mger—&ttempts-to maintain sufficient inv entory-}eve}ﬁe—meet—qtﬁek}y—shrf&ﬂg—eustefﬁer—defﬂ&nd-
patterns-and
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customer demand or expose it to rlsks of produd shortqges Addressmg shortages fPhts—uﬂeert&rﬂtyheaﬂsed—Gfa-rﬂgeﬁe—&equﬁe
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business-future sales and results of operations . Moreover, global outbreaks such as the COVID- 19 pandemic have resulted in
a widespread health crisis that has adversely affected and could continue to adversely affect the economies of many countries,
resulting in a global or regional economic downturn or recession and supply chain challenges. Any such recession could result in
a significant decline in access to products, demand for the Company’ s products or limit Grainger’ s ability to access capital
markets, any of which could materially adversely affect the Company’ s business, results of operations and financial condition.



The duration and ultimate impact of a global the-cO¥B-—3-pandemic on the Company’ s business, results of operations and
financial condition will depend on numerous evolving factors and future developments, which are highly uncertain and cannot
be predicted at this time. Such factors and developments may include the extent and geographic spread, severity and duration

of the GG‘H—B-—B—pandemlc 1nclud1ng Whether there are perlodq of 1ncrea§ed GGSH-B-—IQ—ca%es the-furtherspread-of-the Delta

economy, 1nclud1ng the pace and extent of recovery When the pandemlc subsides, and the actions that have been or may be

taken by Val’lOll§ governmental authorities i in respon%e to the outbreak In %m

the unpact of t-hese—governmental mandate% fequﬁeﬂaeﬁt—requlrements or events-other dlrectlves related to a pandemic , the
Company’ s business and results of operations may eentite-te-be adversely affected . Inflation could cause Grainger's...... turn,
adversely affect results of operations|. Volatility in commodity prices may adversely affect gross margins. Some of Grainger’ s
products contain significant amounts of commodity- priced materials, such as steel, copper, petroleum derivatives, rare earth
minerals, or other materials or inputs required to manufacture certain PRE-and-etherpandemie—retated-products and are subject
to price changes based on fluctuations in the commodities market. The recent global geopolitical and trade environment has
resulted in raw material inflation and potential for increased escalation of domestic and international tariffs and retaliatory trade
policies. Further changes in U. S. trade policy (including new or additional increases in duties or tariffs) and retaliatory actions
by U. S. trade partners could result in a worsening of economic conditions. The level of demand for Grainger' s products and
services is influenced in multiple ways by the price and availability of raw materials and commodities, including fuel.
Fluctuations in the price of fuel or increased demand for freight services, including as a result of outbreaks of pandemic disease
such as the COVID- 19 pandemic, could affect transportation costs. Grainger’ s ability to pass on such increases in costs in a
timely manner depends on market conditions. The inability to pass along cost increases could result in lower gross margins. In
addition, higher prices could reduce demand for these products, resulting in lower sales volumes. Fluctuations in foreign
currency could have an effect on reported results of operations. Grainger’ s exposure to fluctuations in foreign currency rates
results primarily from the translation exposure associated with the preparation of the Consolidated Financial Statements
{Finanetal-Statements), as well as from transaction exposure associated with transactions in currencies other than an entity’ s
functional currency. While the Consolidated Financial Statements are reported in U. S. dollars, the Financial Statements of
Grainger’ s subsidiaries outside the U. S. are prepared using the local currency as the functional currency and translated into U.
S. dollars. In addition, Grainger is exposed to foreign currency exchange rate risk with respect to the U. S. dollar relative to the
local currencies of Grainger’ s international subsidiaries, primarily the Japanese yen, Canadian dollar, British egre;-pound
sterling, Mexican peso, Chinese renminbi and yen-euro , arising from transactions in the normal course of business, such as
sales and loans to wholly owned subsidiaries, sales to customers, purchases from suppliers, and bank loans and lines of credit
denominated in foreign currencies . The foreign currency exchange rate is driven by a variety of macroeconomic factors
and fiscal decisions of various governments and central banks, all of which Grainger has no control over . Grainger also
has foreign currency exposure to the extent receipts and expenditures are not denominated in a subsidiary’ s functional currency
and that could have an impact on sales, costs and cash flows. These fluctuations in foreign currency exchange rates eetld-has
affected and may continue to affect Grainger’ s results of operations and impact reported net sales and net earnings. The
facilities maintenance industry is highly competitive, and changes in competition could result in decreased demand for
Grainger’ s products and services. Grainger competes in a variety of ways, including product assortment and availability,
services offered to customers, pricing, purchasing convenience, and the overall experience Grainger offers. This includes the
ease of use of Grainger’ s high- touch operations , eCommerce platforms and delivery of products. There are several large
competitors in the industry, although most of the market is served by small local and regional competitors. Grainger faces
competition in all markets it serves from manufacturers (including some of its own suppliers) that sell directly to certain
segments of the market, wholesale distributors, catalog houses, retail enterprises and online businesses that compete with price
transparency. To remain competitive, the Company must be willing and able to respond to market pressures. Downward
pressure on sales prices, changes in the volume of orders, and an inability to pass higher product costs on to customers could
cause Grainger’ s gross profit percentage to fluctuate or decline. Grainger may not be able to pass rising product costs to
customers if those customers have ready product or supplier alternatives in the marketplace. These pressures could have a
material effect on Grainger’ s sales and profitability. If the Company is unable to grow sales or reduce costs, among other
actions, the Company’ s results of operations and financial condition may be adversely affected. Moreover, Grainger expects
technological advancements and the increased use of eCommerce solutions within the industry to continue to evolve at a rapid
pace. As a result, Gralnger s ability to effectlvely Compete requlres Gralnger to reqpond and adapt to new 1ndu9try trends and
development% Graing 6 v

ﬁs—eﬂstemefs—&nd-s*mphfyeﬂstemeﬁmtefaeﬂeﬁs—Developmg , upgradmg , managing or 1mplement1ng new feehﬂe-}egy

technologies , business applications, strategies and innovations may require significant investment of resources by the



Company, may result in unexpected costs and disruptions to operations, may take longer than expected, may increase the
Company’ s vulnerability to cyber breaches, attacks or intrusions, and may not provide all anticipated benefits . The growth of
Grainger’ s eCommerce platforms exposes Grainger to additional risks which could adversely affect Grainger’ s
reputation, financial performance and operating results. The successful execution of Grainger’ s eCommerce growth
strategy depends on a number of factors, including the Company’ s investment in its eCommerce platforms, consumer
preferences and purchasing trends, and the ability to deliver a seamless procurement experience across digital and also
physical retail channels. As its eCommerce platforms have grown in recent years, Grainger has increased, and expects to
continue to increase, its investments in developing, managing and implementing technology information systems,
software development and other capabilities to provide simplified customer interactions and to provide high- quality,
user- friendly service to its customers and streamline customer interactions. Grainger has also made significant
investments in digital advertising and customer acquisition and retention efforts for its eCommerce channels, including
through paid and non- paid advertising such as display advertising, search engine optimization, email and mobile “ push
” notifications. If Grainger’ s customer- facing technology systems are perceived as more difficult or less compelling for
customers to use than those of the Company’ s competitors, or if digital marketing efforts are unsuccessful or if Grainger
is otherwise unsuccessful at realizing the benefits of these investments, its reputation, financial condition and operating
results may be adversely affected. In addition, the successful operation of Grainger’ s eCommerce channels depends in
part upon third parties and factors over which Grainger has limited or no control. For example, Grainger relies in part
on Internet search engines to drive traffic to its websites, and the reach of Grainger’ s eCommerce channels is impacted
by how and where its websites rank in both paid and unpaid search results. Potential changes to search engine ranking
rules could cause Grainger’ s websites to place lower in search results and cause Grainger to incur increased advertising
costs in order to increase its visibility. Further, ongoing changes in the legal and regulatory requirements surrounding
data privacy, online tracking technologies such as cookies, digital advertising and other eCommerce matters could
require Grainger to modify its eCommerce strategy, incur significant additional costs to comply with such changes or
otherwise adversely affect Grainger’ s business, results of operations or financial condition. Grainger also relies on email
and other messaging services to promote its websites and product offerings, and changes in the Company’ s current or
prospective customers’ use of email or other messaging services or actions by third parties to block, restrict or charge for
the delivery of such messages could adversely affect sales through Grainger’ s eCommerce channels and the Company’ s
results of operations . Changes in customer base or product mix could cause changes in Grainger’ s revenue or gross margin, or
affect Grainger’ s competitive position. From time to time, Grainger experiences changes in customer base and product mix that
affect gross margin. Changes in customer base and product mix result primarily from business acquisitions, changes in customer
demand, customer acquisitions, selling and marketing activities, competition and the increased use of eCommerce by Grainger
and its competitors = mple;-asa OVHD-—19-pandem te;-the-Compan vhas-s t W
maretn-pandemte-—related produetstolargertower—margieustomerswhile non-—pandemie saleshave-deereased- [ addition,
Grainger has entered, and may in the future continue to enter, into contracts with group purchasing organizations (GPOs) that
aggregate the buying power of their member customers in negotiating selling prices. If the Company is unable to enter into, or
sustain, contractual arrangements on a satisfactory commercial basis with GPOs, Grainger' s results of operations could be
adversely affected. As customer base and product mix change over time, Grainger must identify new products, product lines and
services that respond to industry trends and customer needs. The inability to introduce new products and services and effectively
integrate them into Grainger’ s existing mix-assortment could have a negative impact on future sales growth and Grainger’ s
competitive position. The inclusion of Grainger- branded products in the product assortment could subject Grainger to
increased claims and litigation activity. In addition, any insurance or indemnification rights, including against the
manufacturer of such products, may be insufficient or unavailable to protect Grainger against potential loss exposures.
Grainger’ s common stock may be subject to volatility or price declines. The trading prices and volumes of Grainger’ s common
stock may be subject to broad and unpredictable fluctuations due to changes in economic, political and market conditions, the
financial results and business strategies of Grainger and its competitors, changes in expectations as to Grainger’ s future
financial or operating performance, including estimates by securities analysts and investors, the Company’ s failure to meet the
financial performance guidance or other forward- looking statements provided to the public, speculation, coverage or sentiment
in the media or investment community or by groups of individual investors, changes in capital structure, share repurchase
programs or dividend policies, economic decline, political unrest or geopolitical conflict, outbreak of pandemic disease such
as the COVID- 19 pandemic, and a number of other factors, including those discussed in this Item 1A. These factors, many of
which are outside of Grainger’ s control, could cause stock price and trading volume volatility or Grainger’ s stock price to
decline. Volatility in the price of Grainger' s securities could result in the filing of securities class action litigation, which could
result in substantial costs and the diversion of management time and resources . Grainger has a controlling ownership interest
in MonotaRO, which is listed on the Tokyo Stock Exchange (TSE). MonotaRO' s disclosure and reporting obligations
under TSE listing requirements and Japanese securities laws, including the timing of such obligations, may vary from
Grainger' s obligations under New York Stock Exchange listing requirements and U. S. securities laws. MonotaRO' s
listed securities may be subject to the same volatility, price and securities litigation risks to which Grainger' s common
stock is subject . Operational Risks Interruptions in the proper functioning of information systems could disrupt operations and
cause unanticipated increases in costs and / or decreases in revenues. The proper functioning of Grainger’ s information systems
is critical to the successful operation of its business. Grainger continues to invest in software, hardware and network
infrastructures in order to effectively manage its information systems. Although Grainger’ s information systems are protected
with rebust-backup and security systems, including physical and software safeguards and remote processing capabilities,
information systems are still vulnerable to damage or interruption from natural or human induced disasters, extreme weather,




power losses, telecommunication failures, user error, third party actions such as malicious computer programs, denial- of-
service attacks and cybersecurity breaches, and other problems. In addition, from time to time Grainger relies on the information
technology (IT) systems of third parties to assist in conducting its business. If Grainger’ s systems or those of third parties on
which Grainger depends are damaged, breached, cease to function properly or are otherwise disrupted, Grainger may have to
make a significant investment to repair or replace them and may suffer interruptions in its business operations in the interim. If
critical information systems fail or otherwise become unavailable, Grainger’ s ability to operate its eCommerce platforms,
process orders, maintain proper levels of inventories, collect accounts receivable, disburse funds, manage its supply chain,
monitor results of operations, and process and store employee or customer data, among other functions, could be adversely
affected. Any such interruption of Grainger’ s information systems could have a material adverse effect on its business or results
of operations. Grainger has experienced these incidents in the past, which it deemed immaterial to its business and operations
individually and in the aggregate and may be subject to other incidents in the future. There can be no assurance that any future
incidents will not be material to Grainger’ s business, operations or financial condition. Cybersecurity incidents, including
breaches of information systems security, could damage Grainger’ s reputation, disrupt operations, increase costs and / or
decrease revenues. Through Grainger’ s sales and eCommerce channels, the Company collects and stores personally
identifiable, confidential, proprietary and other information from customers so that they may, among other things, purchase
products or services, enroll in promotional programs, register on Grainger’ s websites or otherwise communicate or interact with
the Company. Moreover, Grainger’ s operations routinely involve receiving, storing, processing and transmitting sensitive
information pertaining to its business, customers, suppliers and employees, and other sensitive matters. Cyber threats are rapidly
evolving and those threats and the means for obtaining access to information in digital and other storage media are becoming
increasingly sophisticated. Each year, cyber- attackers make numerous attempts to access the information stored in the
Company’ s information systems. If successful, these-cyber- attacks may expose Grainger to risk of loss or misuse of
proprietary or confidential information or disruptions of business operations. The transition Seme-aetions-that-Grainger-has
taketrin response-recent years to the-COVID—19-pandemieinetading-enablingremote and “ hybrid »” working arrangements,
may increase Grainger’ s vulnerability to cybersecurity incidents, including breaches of information systems security, which
could damage Grainger’ s reputation and commercial relationships, disrupt operations, increase costs and / or decrease revenues,
and expose Grainger to claims from customers, suppliers, financial institutions, regulators, payment card asseeiation
associations , employees and others. Grainger' s IT infrastructure also includes products and services provided by suppliers,
vendors and other third parties, and these providers can experience breaches of their systems and products that impact the
security of systems and proprietary or confidential information. Moreover, from time to time, Grainger may share information
with these third parties in connection with the products and services they provide to the business. While Grainger requires
assurances that these third parties will protect confidential information, there is a risk that the confidentiality of data held or
accessed by them may be compromised. If successful, those attempting to penetrate Grainger’ s or its vendors’ information
systems may misappropriate intellectual property or personally identifiable, credit card, confidential, proprietary or other
sensitive customer, supplier, employee or business information, or cause systems disruption. While many of Grainger' s
agreements with these third parties include indemnification provisions, the Company may not be able to recover sufficiently, or
at all, under such provisions to adequately offset any losses it may incur. Moreover, the Company may face the threat to its
computer systems of unauthorized access, computer hackers, computer viruses, malicious code, ransomware, phishing,
organized cyber- attacks and other security problems and system disruptions. Such tactics may also seek to cause payments due
to or from the Company to be misdirected to fraudulent accounts, which may not be recoverable by the Company. In addition, a
Grainger employee, contractor or other third party with whom Grainger does business may attempt to circumvent security
measures or otherwise access Grainger’ s information systems in order to obtain such information or inadvertently cause a
breach involving such information. Further, Grainger’ s systems are integrated with customer systems in certain cases, and a
breach of the Company’ s information systems could be used to gain illicit access to a customer’ s systems and information.
Grainger has been subject to unauthorized accesses of certain supplier and customer information , including in the pastlast
three years , which it deemed immaterial to its business and operations individually and in the aggregate, and may be subject to
other unauthorized accesses of its systems in the future. There can be no assurance that any future unauthorized access to or
breach of Grainger’ s information systems will not be material to Grainger’ s business, operations or financial condition.
Grainger maintains information security staff, policies and procedures for managing risk to its information security systems,
conducts annual employee awareness training of cybersecurity threats and routinely utilizes consultants to assist in evaluating
the effectiveness of the security of its IT systems. Moreover, senior leadership, including Grainger' s Chief Technology
Officer and Chief Information Security Officer, present a cybersecurity briefing at every Audit Committee meeting,
provide" cyber dashboard" reports for the Board material at each meeting, and at least annually brief the full Board of
Directors. While Grainger has instituted these and other safeguards for the protection of information and governance and
oversight of its information security posture , because techniques used to obtain unauthorized access or to sabotage systems
change frequently and generally are not recognized until they are launched against a target, Grainger may be unable to anticipate
these techniques or implement adequate preventative measures. Any breach of Grainger’ s security measures or any breach,
error or malfeasance of those of its third- party service providers could cause Grainger to incur significant costs to protect any
customers, suppliers, employees, and other parties whose personal data is compromised and to make changes to its information
systems and administrative processes to address security issues. Grainger works with third party information security
consultants to assess and enhance its policies and incident responses and to respond to breaches. [n addition, although
Grainger maintains insurance coverage that may, subject to policy terms and conditions, cover certain aspects of cyber and
information security risks , depending on the nature, location and extent of any event , such insurance coverage may be
insufficient to cover all losses. Grainger continuously evaluates the need to upgrade and / or replace its systems and network



infrastructure to protect its computing environment, to stay current on vendor supported products and to improve the efficiency
of'its systems and for other business reasons. The implementation of new systems and IT could adversely impact its operations
by imposing substantial capital expenditures, demands on management time and risks of delays or difficulties in transitioning to
new systems. In addition, the Company' s systems implementations may not result in productivity improvements at the levels
anticipated. Systems implementation disruption and any other IT disruption, if not anticipated and appropriately mitigated, could
have an adverse effect on its business. Loss of customer, supplier, employee or intellectual property or other business
information or failure to comply with data privacy and security laws could disrupt operations, damage Grainger’ s reputation
and expose Grainger to claims from customers, suppliers, financial institutions, regulators, payment card associations,
employees and others, any of which could have a material adverse effect on Grainger, #s-and financial condition and results of
operations. rthe-past-Grainger has experienced certain of these cybersecurity incidents in —H-each instance, Grainger
provided notifications and adopted remedial measures. ¥While-None of these incidents have setbeen deemed to be material to
Grainger ;-and Grainger has neither incurred any material net expenses nor been penalized or paid any settlement
amounts with respect to any cybersecurity breach in the last three years. However there can be no assurance that a future
breach or incident would not be material to Grainger” s operations and financial condition . Grainger’ s eCommerce channels
are subject to risks related to online payment methods and other online transactions, including through purchasing
platforms. Grainger accepts a variety of payment methods via its eCommerce channels, including credit card, debit
card, PayPal and other payment methods and other online transactions, including through its eProcurement
technologies which communicate directly with Grainger. com and Grainger' s other eCommerce channels. While
Grainger generally relies on third parties to facilitate eCommerce payments and payment processing services, Grainger
may become subject to additional compliance requirements and regulations regarding these transactions, and may also
suffer losses from online fraudulent transactions on its eCommerce channels. In addition, Grainger must pay certain
transaction fees relating to these transactions, which may increase over time and could have an impact on product
margin, profitability and operating costs. Grainger’ s eCommerce channels may become subject to further rules and
regulations, and changes in these rules and regulations, or their interpretation, could increase the cost of doing business .
Grainger’ s ability to adequately protect its intellectual property or successfully defend against infringement claims by others
may have an adverse impact on operations. Grainger’ s business relies on the use, validity and continued protection of certain
proprietary information and intellectual property, which includes current and future patents, trade secrets, trademarks, service
marks, copyrights and confidentiality agreements as well as license and sublicense agreements to use intellectual property
owned by affiliated entities or third parties. Unauthorized use of Grainger’ s intellectual property by others could result in harm
to various aspects of the business and may result in costly and protracted litigation in order to protect Grainger’ s rights. In
addition, Grainger may be subject to claims that it has infringed on the intellectual property rights of others, which could subject
Grainger to liability, require Grainger to obtain licenses to use those rights at significant cost or otherwise cause Grainger to
modify its operations. In order to compete, Grainger must attract, retain, train, motivate and develop key employees, and the
failure to do so could have an adverse effect on results of operations. In order to compete and have continued growth, Grainger
must attract, retain, train, motivate and develop executives and other key employees, including those in managerial, technical,
sales, marketing and IT support positions. Grainger competes to hire employees at increasingly competitive wage rates and then
must train them and develop their skills and competencies. Qualified individuals needed to fill open positions may be in short
supply in some areas. Further, changes in market compensation rates may adversely affect the Company' s labor costs.
Competition for qualified employees could require the Company to pay higher wages to attract a sufficient number of
employees. The performance of Grainger’ s stock price could impact Grainger’ s use of equity- based compensation to
attract and retain executives and other key employees. The Company' s employee hiring and retention also depends on the
Company' s ability to build and maintain a diverse and inclusive workplace culture that enables its employees to thrive.
Grainger’ s results of operations could be adversely affected by increased costs due to nereased-generally higher wage rates,
competition for diverse talent, higher employee turnover, increased employee benefit costs, failure to successfully hire
executives and key employees or the loss of executives and key employees. Further, changes in the Company' s management
team may be disruptive to its business, and any failure to successfully transition and assimilate key new hires or promoted
employees could adversely affect its business and results of operations. Grainger’ s continued success is substantially dependent
on positive perceptions of Grainger’ s reputation. One of the reasons customers choose to do business with Grainger and
employees choose Grainger as a place of employment is the reputation that Grainger has built over many years. Grainger
devotes time and resources to environmental, social and governance (ESG) efforts that are consistent with its corporate values
and are designed to strengthen its business and protect and preserve its reputation, including programs driving ethics and
corporate responsibility, strong communities, diversity, equity and inclusion, gender equality and environmental sustainability.
These efforts and programs could be difficult to achieve and costly to implement, and Grainger’ s actual or perceived
failure to execute its ESG programs as planned could adversely affect the Company’ s reputation, business and financial
performance. To be successful in the future, Grainger must continue to preserve, grow and leverage the value of Grainger’ s
brand. Reputational value is based in large part on perceptions of subjective qualities. Even an isolated incident, or the aggregate
effect of individually insignificant incidents, can erode trust and confidence, particularly if they result in adverse publicity,
governmental investigations or litigation, and as a result, could tarnish Grainger’ s brand and lead to adverse effects on
Grainger’ s business. Regulatory, Legal and Tax Risks Grainger is subject to various domestic and foreign laws, regulations and
standards. Failure to comply or unforeseen developments in related contingencies such as litigation could adversely affect
Grainger ' s financial condition, profitability and cash flows. Grainger’ s business is subject to legislative, legal, and regulatory
risks and conditions specific to the countries in which it operates. In addition to Grainger’ s U. S. operations, which in 2624
2022 generated approximately #9-82 % of its consolidated net sales, Grainger operates its business principally through wholly



owned subsidiaries in Canada, €hina;-Mexico, and the U. K., and its majority- owned subsidiary in Japan. The wide array of
laws, regulations and standards in each domestic and foreign jurisdiction where Grainger operates, include, but are not limited to
+, advertising ane-, marketing and Internet regulations (including the use of proprietary or third- party “ cookies ” in
connection with Grainger’ s eCommerce platforms) , anti- bribery and corruption laws, anti- competition regulations, data
protection (including, because Grainger accepts credit cards, the Payment Card Industry Data Security Standard), data privacy
(including in the U. S., the California Consumer Privacy Act and Privacy Rights Act, in Japan, the Act on Protection of
Personal Information , and in the European Union, the General Data Protection Regulation 2016) and cybersecurity
requirements (including protection of information and incident responses), environmental protection laws, foreign exchange
controls and cash repatriation restrictions, health and safety laws, import and export requirements-compliance (including the U.
S. Commerce Department’ s Export Administration Regulations, trade sanctions promulgated by the Office of Foreign
Asset Control and anti- money laundering regulations) , intellectual property laws, labor laws (including federal and state
wage and hour laws), product compliance or safety laws, supplier regulations regarding the sources of supplies or products, tax
laws (including as to U. S. taxes on foreign subsidiaries), unclaimed property laws and laws, regulations and standards
applicable to other commercial matters. Moreover, Grainger is also subject to audits and inquiries in the normal course of
business. Failure to comply with any of these laws, regulations and standards could result in civil, criminal, monetary and non-
monetary fines, penalties ane--et-, remediation costs and / or significant legal fees as well as potential damage to the
Company’ s reputation. Changes in these laws, regulations and standards, or in their interpretation, could increase the cost of
doing business, including, among other factors, as a result of increased investments in technology and the development of new
operational processes. Furthermore, while Grainger has implemented policies and procedures and provides training designed
to facilitate compliance with these laws, regulations and standards, there can be no assurance that employees, contractors,
suppliers, vendors, or other third parties will not violate such laws, regulations and standards or Grainger’ s policies. Any such
failure to comply or violation could individually or in the aggregate materially adversely affect Grainger’ s financial condition,
results of operations and cash flows. In addition, Grainger’ s business and results of operations in the U. K. may be negatively
affected by changes in trade policies, or changes in labor, immigration, tax or other laws, resulting from the U. K.” s exit from
the European Union. Grainger is subject to a number of rules and regulations related to its government contracts, which may
result in increased compliance costs and potential liabilities. Grainger’ s contracts with H—S—federal, state and local government
entities are subject to various and changing regulations related to procurement, formation and performance. In addition, the
Company’ s government contracts may provide for termination, reduction or modification by the government at any time, with
or without cause. From time to time, Grainger is subject to governmental or regulatory investigations or audits related to its
compliance with these rules and regulations. Violations of these regulations could result in fines, criminal sanctions, the
inability to participate in existing or future government contracting and other administrative sanctions. Any such penalties could
result in damage to the Company’ s reputation, increased costs of compliance and / or remediation and could adversely affect the
Company’ s financial condition and results of operations. In conducting its business, Grainger may become subject to legal
proceedings or governmental investigations, including in connection with product liability or product compliance claims if
people, property or the environment are harmed by Grainger’ s products or services. Grainger is, and from time to time may
become, party to a number of legal proceedings or governmental investigations for alleged violations of laws, rules or
regulations. Grainger also may be subject to disputes and proceedings incidental to its business, including product- related
claims for personal injury or illness, death, environmental or property damage or other commercial disputes, including the
proceedings discussed in Note 15 to the Consolidated Financial Statements included in Part HII, Item 3-8 : Fegat
Proeeedings-Financial Statements and Supplementary Data of this Form 10- K . The defense of these proceedings may
require significant expenses and divert management’ s time and attention, and Grainger may be required to pay damages that
could individually or in the aggregate materially adversely affect its financial condition, results of operations and cash flows. In
addition, any insurance or indemnification rights that Grainger may have with respect to such matters may be insufficient or
unavailable to protect the Company against potential loss exposures. Grainger also may be requested or required to recall
products or take other actions. The Company’ s reputation could also be adversely affected by any resulting negative publicity.
Tax changes could affect Grainger’ s effective tax rate and future profitability. Grainger’ s future results could be adversely
affected by changes in the effective tax rate as a result of Grainger’ s relative overall profitability and the mix of earnings in
countries with differing statutory tax rates, changes in tax legislation, the results of the examination of previously filed tax
returns, and continuing assessment of the Company” s tax exposures . For example, the Company continues to monitor the
Inflation Reduction Act of 2022 (IRA) and other similar regulatory developments to evaluate their potential impact on
Grainger’ s tax rate, financial statements and share repurchase program . Grainger may be adversely impacted by the
effects of climate change and may incur increased costs and experience other impacts due to new or more stringent
environmental laws and regulations designed to address climate change. The potential impacts of climate change on the
Company’ s suppliers, product offerings, operations, facilities and customers are accelerating and uncertain. Increased public
awareness and concern regarding global climate change may result in more international, federal, and / or state or other
stakeholder requirements or expectations that could result in more restrictive or expansive standards, such as stricter limits on
greenhouse gas emissions or more prescriptive reporting of environmental, social, and governance metrics. There continues to be
a lack of consistent climate change legislation and standards, which creates economic and regulatory uncertainty. New laws,
regulations and enforcement could strain the Company’ s suppliers and result in increased compliance- related costs, which
could result in higher product costs that are passed to the Company. New or changing environmental laws and regulations could
also increase the Company’ s operating costs, including through higher utility and transportation costs, and Grainger is unable to
predict the potential impact such laws and regulations could have on its financial condition and results of operations. In addition,
the potential physical risks of climate change may impact the availability and cost of materials and natural resources, sources



and supply of energy and product demand, and could increase the Company’ s operating costs. Natural disasters as a result of
climate change at locations where the Company, its suppliers or customers operate could cause disruptions to the Company’ s
operations, which could adversely affect sales and could negatively impact Grainger’ s business, financial condition, results of
operations and cash flows. If environmental laws and regulations are either changed or adopted that impose significant
operational restrictions or compliance requirements upon the Company or its suppliers, products, or customers, or the Company'
s operations are disrupted due to physical impacts of climate change, the Company' s business, capital expenditures, financial
condition, results of operations and competitive position could be negatively impacted. Credit and Liquidity Risks Changes in
Grainger’ s credit ratings and outlook may reduce access to capital and increase borrowing costs. Grainger’ s credit ratings are
based on a number of factors, including the Company’ s financial strength and factors outside of Grainger’ s control, such as
conditions affecting Grainger’ s industry generally or the introduction of new rating practices and methodologies. Grainger
cannot provide assurances that its current credit ratings will remain in effect or that the ratings will not be lowered, suspended or
withdrawn entirely by the rating agencies. If rating agencies lower, suspend or withdraw the ratings, the market price or
marketability of Grainger’ s securities may be adversely affected. In addition, any change in ratings could make it more difficult
for the Company to raise capital on favorable terms, impact the Company’ s ability to obtain adequate financing, and result in
higher interest costs for the Company’ s existing credit facilities or on future financings. Grainger has incurred substantial
indebtedness and may incur substantial additional indebtedness, which could adversely affect cash flow, decrease business
flexibility, or prevent Grainger from fulfilling its obligations. As of December 31, 26242022 , Grainger’ s consolidated
indebtedness was approximately $ 2. 4-3 billion. The Company’ s indebtedness could, among other things, limit Grainger’ s
ability to respond to rapidly changing business and economic conditions, require the Company to dedicate a substantial portion
of its cash flows to the payment of principal and interest on its indebtedness, reducing the funds available for other business
purposes, and make it more difficult to satisfy the Company’ s financial obligations as they come due during periods of adverse
economic and industry conditions. The agreements governing Grainger’ s debt agreements and instruments contain
representations, warranties, affirmative, negative and financial covenants, and default provisions. Grainger’ s failure to comply
with these restrictions and obligations could result in a default under such agreements, which may allow Grainger’ s creditors to
accelerate the related indebtedness. Any such acceleration could have a material adverse effect on Grainger’ s business, financial
condition, results of operations, cash flows, and its ability to obtain financing on favorable terms in the future. In addition,
Grainger may in the future seek to raise additional financing for working capital, capital expenditures, refinancing of
indebtedness, share repurchases or other general corporate purposes. Grainger’ s ability to obtain additional financing will be
dependent on, among other things, the Company’ s financial condition, prevailing market conditions and numerous other factors
beyond the Company’ s control. Such additional financing may not be available on commercially reasonable terms or at all. Any
inability to obtain financing when needed could materially adversely affect the Company’ s business, financial condition or
results of operations. Item 1B: Unresolved Staff Comments None. Item 2: Properties



