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Confidence descends — Al ascends

Industry enters 2026 with caution, shifting focus from growth expectations to efficiency
Results from StepChange Economic Outlook Industry Study — Autumn 2025
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Confidence weakens | Growth expectations stall | Asia and
Latin America gain ground | Boxboard bottoms | Container-
board with hope | Converting optimistic | Tissue negative | Al
momentum builds | Workforce readiness lags | Geopolitics still
weigh | Sustainability paused | Tariffs — no-one wins

This publication presents insights fram the Economic Outlook
Survey conducted in October 2025, gathering responses from
close to 100 senior decision-makers across the forest products in-
dustry - including pulp, paper, packaging, tissue, and converting.
The participants represent a diverse geographic mix, primarily
from North America and Central Europe, including attendees of
the 2025 Fastmarkets Forest Products North America and Inter-
national Containerboard Conference. More than 40% of re-
spondents hold C-level positions, with an additional 30% in other
senior management roles.

The survey explores macroeconomic expectations and strategic
priorities shaping corporate agendas into 2026. A dedicated sec-
tion delves into the growing influence of artificial intelligence (Al)
— which is increasingly central to industry transformation. Con-
ducted bi-annually by StepChange for over 15 years, the survey
offers a valuable long-term perspective on evolving trends and ex-
ecutive sentiment.

Highlights of the study

e  Economic sentiment drops from 19% to -1%

e North America remains neutral in competitiveness outlook

e Asia and Latin America, seen as the regions clearly gaining
competitiveness in the next five years

e FEurope shows negative economic outlook and weakest sec-
tor confidence

e Trends: Al leads, but workforce readiness lags

e Company Priorities: Margin and cost control top priorities; Al
#6

e Different priorities and trends by region — Al & Digitalization
stronger in North America, Cost focus in Europe/RoW

e  Diversity lowest priority among respondents

o Tariffs and geopolitics remain key concerns, with improving
sentiment on tariffs

o Sustainability-focus drops, fossil fuel reliance remains high

e  Plastic substitution faces hurdles — price, technical proper-
ties, and regulation seen as main barriers
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North America at a crossroads: Weak outlook, uncertain
competitiveness

After two years of slowly improving outlooks, the trend is now
reversing. The net sentiment across all regions now stands at -
1%, a notable drop from the 19% average seen throughout
2025 [See Figure 1] North American and European respondents
have the most pessimistic outlook, both with a net sentiment of -
10%, while the Rest of the World (RoW) has a rather positive out-
look of +30%.

More than half of the respondents expect their regional econa-
mies to move sideways over the next twelve manths, pointing to
stagnation rather than contraction. Considering ongoing global
trade uncertainties and recent political developments - particu-
larly around U.S. tariffs - this neutral stance may reflect a cau-
tious but resilient outlook under challenging circumstances.

Historical and current macroeconomic sentiment
Where do you see the economy in your region heading in the next twelve months? [%]

57%  57% 69%

29% 30% A
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Figure I: Macroeconomic development

Survey respondents were also asked to assess regional industry
competitiveness over the next five years. For North America the
macraeconomic sentiment is among the weakest, while views on
sector competitiveness are neutral [See Figure 2] suggesting un-
certainty rather than outright pessimism. This disconnect may
reflect mixed signals in policy, investment, and market dynamics.

Industry competitiveness development - regional split

How will sector competitiveness evolve across regions in the next 5 years? [%]

Up

Down
Middle East

& Africa

Europe North America Latin America Asia

Net of Up/Down (positive net s the result of "Up" sentiment minus “Down” sentiment)

Figure 2: Industry competitiveness development by region
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Europe, on the other hand, has the most negative sentiment in
combination with the weakest macro-economic outlook.

Meanwhile, Latin America and Asia are seen as gaining ground,
pointing to growing confidence in their competitive potential.
Middle East & Africa also show modest optimism.

The results highlight a shift in industry expectations. emerging
markets are gaining momentum, while Europe faces challenges
with economic stability and sector competitiveness.

Industry outlook for 2026

Looking ahead to 2026, industry sentiment remains divided.

Industry development

How will your sector of the pulp and paper industry develop in 20267 [%]
56%

.
6% 6% 30, %

26% 28%

39%
Paper & Paperboard Manufacturing

Converting (Wood, Paper, Other
and Packaging Conversion)

Industry average

I Trough Il Downward [l Upward Peak Don't know

Figure 3: Outlook on industry segment development

A combined 40% of respondents expect upward movement or a
peak — with 38% anticipating growth and 2% expecting a peak
[See Figure 3] In contrast, 51% foresee some form of decline, split
relatively evenly between those predicting a downturn and those
expecting a trough. This balance reflects angoing concerns about
avercapacity, cost pressures, and shifting demand patterns.

In Paper & Paperboard Manufacturing, the outlook is predomi-
nantly negative, with most respondents anticipating either a
downturn or 3 trough. Only a minority expects conditions to im-
prove, suggesting limited confidence in short-term recovery
within this segment.

Compared to other areas of the industry, Converting stands out
for its relatively strong momentum and more optimistic outlook.
Maost respondents expect continued growth, and a notable share
indicates that the segment has not yet reached its peak. This
points to a more forward-leaning sentiment, with expectations of
further development still ahead.

Looking deeper into the Paper and Paperboard sectors, senti-
ment is clearly tilted to the negative [See Figure 4] Mast re-
spondents expect further decline or stagnation, with only a small
share seeing room far recovery. Boxboard is unanimously nega-
tive but seen in a trough.
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Tissue is seen as trending down. Containerboard remains split
but leans downward, graphic papers continue to face structural
decline, specialty with mixed expectations.

Industry development
How will your sector of the pulp and paper industry develop in 20267 [%]

26%
I26% I I I
A}/ 43%

43% 43%

67%
Kraft and Sack Kraft ~ Specialty paper Tissue Coated and

Uncoated Woodfree

Cartonboard/
Boxboard

Paper & Containerboard
Paperboard
Manufacturing

I Trough I Downward [l Upward Peak Don't know

Figure 4: Outlook on the Paper & Paper Manufacturing segment

Overall, the outlook points to stabilization at lower levels rather
than a broad rebound, as the industry adjusts to persistent de-
mand and cost pressures. The StepChange B3NCH publication,
which analyzes the financial performance of nearly 100 publicly
listed companies, provides useful context for interpreting these

expectations.

B3NCH publication H1-2025 results
EBITDA % by peer group 2023-2025

26%

20% [ 20%
18% 18%
16%
% 15% IS"/
'm 4% 13% 1
13% 3% . 2%
11% % I
Packaging Companies Pulp Tissue Flexible Packaging ~ Wood Products
with Graphic
Paper activity

I 2023 1 2024 2025

Figure 5: 2023-2025 EBITDA% by B3NCH peer group

EBITDA margins declined across all peer groups in H1 2025, alt-
hough levels remain high [See Figure 5] Pulp saw the sharpest
drop, falling back to 2023 levels after last year's spike. Tissue
and Flexibles were more resilient, showing only modest declines.
In Packaging, margins compressed despite revenue growth, con-
tributing to @ more cautious outlook.
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B3NCH publication H1-2025 results
Net profit % by peer group 2023-2025
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Figure 6: 2023-2025 Net profit % by B3NCH peer group

Net profit% improved in Pulp and Tissue, with Tissue continuing
to lead all segments [See Figure 6] Graphic Paper posted a net
loss, reinforcing its structural decline. While some segments
showed selective improvement, margin pressure and uncertainty
remain key themes across the industry.

Industry Drivers: From growth to efficiency while im-
pacted by geopolitics and tariffs

Moving beyond macroeconomic developments and industry ex-
pectations, the survey highlights the key factors respondents be-
lieve will shape the sector over the next five years and the trends
expected to dominate in the year ahead.

Artificial intelligence is the clear front-runner across both charts,
It ranks highest as a five-year driver and leads as the most fre-
quently mentioned short-term trend. The consistency of its posi-
tion suggests that respondents see Al as relevant both now and
in the longer term, reflecting ongoing interest in automation, pro-
cess optimization, and data-based decision-making. Digitaliza-
tion follows closely, appearing among the top-rated factors in
both perspectives and reinforcing the importance of technology
in the industry's current transformation [See Figure 7]
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Industry drivers
What influence do you expect these drivers to have on the industry in the next 5 years? [%]

Al (Artificial Intelligence) 54% 22%
Digitalization / Industry 4.0 52% 13%
Changing customer behaviors & requirements 56% —5%
Capacity consolidation 46% —10%
Environmental and sustainability requirements 37%0W —5%
Fiber costs 32%
Prices and margins 6% il 20%) 4%
Competition for talent and workforce qualification 8% —5%
Change in demand due to electronic substitution %0 -3%
Imports 15%
New capacities 6%l 1% -3%
Regulations/Certifications (e.g. EUDR, PPWR) 1% - 3%
Geopolitics 1%
Energy costs and legislation 5%l 10%
Tariffs | 20% | 9%

Il Very negative influence [l Negative Positive Very positive influence

Figure 7: Main drivers and influence expectations

Customer behavior and market demand shifts also appear high
amang the positive drivers. Respondents continue to view adap-
tation to changing customer requirements as an important part
of the industry's development path. Sustainability, by contrast,
sits near the middle of the rankings. It remains a visible part of
the agenda but is positioned below technology-related areas.

Meanwhile, new capacity additions are rated clearly negative in
the five-year outlook, indicating that respondents assaciate ad-
ditional supply with pressure on pricing and profitability. This es-
pecially applies to respondents fram the containerboard sector.

Cost-related factars dominate the negative end of the five-year
drivers [See Figure 7]

Energy and fiber costs are viewed as the two most challenging
influences, reflecting the ongoing sensitivity of the sector to input
costs. Tariffs and geopolitics follow, both positioned among the
main external headwinds that could continue to affect trade and
investment confidence. The perception of these two factors is al-
most equally negative across the different world regions includ-
ing North America.

Near term trends: Technology up, costs, demand and pric-
ing down

Al and Digitalization lead the short-term trends in conjunction
with M&A [See Figure 8] Most cost elements with downward
trend. Costs, availability, demand and pricing are all down, point-
ing to a difficult economic situation for many sectors.
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Industry trends Il Down Up
What trends are you seeing in the market for the coming year? [%]
2026 (Oct 25 1% =83%
Al 2026 (Aug 25 - LatAm =80%
25 (Mar 25 1% =74%
2025 (Oct 24, 3%4 =76%
2026 (Oct 25, 5%-a =76%
o 2026 (Aug 25 - LatAm — =42%
MEA / Consolidation 202 3% =68%
2024 8% == =66%
2023 17% - =57%
o 2026 (Oct 25 5%-a =74%
Digitalization & 2026 (Aug 25 - Lg%zm % —%89‘;/}
a -
Industry 4.0 5052 i 7
2023 4%+ =61%
2026 (Oct 25 15% - =60%
. 2026 (Aug 25 - LatAm = =54%
Transportation Costs 202 1% = =64%
2024 13% -l =57%
2023 40% -— =36%
i 2026 (Oct 25 6% = =58%
Tariffs 2026 (ni 58 OS] 3% 4 276%
2026 (Oct 25, 5% =52%
Required Level of 2026 (Aug 25 - LStOAZm 82/3/- —gﬁn“?
- -
Customer Service 5052 5%0. — 5%, ©
2023 7% = =54%
2026 (i 35 094 5; v 2"
Late Payments & ug 25 - LatAm o - =44%
202 7% = =46%
Bad Debts 20% 3% 4%
2023 7% == =59%
2026 (Oct 25, 37% =44%
2026 (Aug 25 - LatAm 24%, -— =56%
Raw Material Costs 202 L —| =56%
2024 14% -l =62%
2023 47% — =38%
2026 (Oct 25 26% -— =43%
. 2026 (Aug 25 - LatAm 2% =66%
Sustainability 202 10%, = =64%
2024 4% 4 =74%
2023 10% == =61%
2026 (Oct 25 19% -— =38% )
Energy Costs 2026 (hug 25 -Lop 12% D%y,
2024 13% - =47%
2023 36% -— =40%
2026 (Oct 25 8% = =30%
Customer 2026 (Aug 25 - Lg%zm I]Z;Dé— —%82?
: jp -
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2023 10% - =44%
2026 (A 35 P - = 2%y,
Recruiting, Attrition Ul - Latam 0 = 0
2025 (Mar 25 17% - =32%
Management 2075 (0ct 24 165 s Z44%
202 10% = =43%
2026 (Oct 25 37% -— =24%
2026 (Aug 25 - LatAm 18% - =36%
Customer Demand 20 YA g — = 45%
2024 28% -m— =45%
2023 67% =12%
2026 (Oct 25, LL4Y%, e— =24%
. . 2026 (Aug 25 - LatAm 40% —— =24%
Selling Price 202 32% -— =43%
2024 28% -m— =40%
2023 69% e——= 2%
2026 (Oct 25, 28% -e=20%
R 2026 (Aug 25 - LatAm 2% =50%
Diversity 202 1% s =39%
2024 6% = =58%
2023 7% =) =50%
2026 (Oct 25, 35% com— = 5%
Availability of 2026 (Aug 25 - LatAm 34% e—= 6%
financing 202 40% e— = 2%
2024 39% —= 2%
2023 46% e— = 2%

Figure 8: Industry trends

At the lower end of the trends, workforce and diversity related
topics are seen as moving down in importance. Their low scoring
suggests that respondents currently see these factors as less in-
fluential in shaping near-term developments.

Looking deeper into regional differences it is evident in how
trends are perceived [See Figure 9] While both regions agree
on the importance of Al and Digitalization European respond-
ents place stronger emphasis on energy sustainability, cost effi-
ciency, and circularity, reflecting regulatory pressure and
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mature market dynamics. In contrast, North American partici-
pants highlight product innovation, and new business models as
key growth levers. The divergence suggests that while global
priorities are converging around transformation and efficiency,
regional market structures and policy contexts continue to
shape how these shifts are prioritized.

Industry trends per region M Down Up
What trends are you seeing in the market for the coming year? [%]
Digitalization & North America - 85%
Industry 4.0 Europe/ RoW - =71%
0, - 0,
M&# / Consolidation ey o 10% = T
Al North America =85%
Europe/ RoW 2% =82%
North America 10% - =65%
Energy Costs Europe/ RoW 2\%0— =30% ’
Required Level of North America 5% = =60%
Customer Service Europe/ RoW 5% = =50%
: North America 10% - =55%
Tariffs Europe/ RoW 50%1 —59?’/0
North America 25Y% -sm— =50%
Raw Material Costs Europe/ ROW  41% s —i%
North America 30% -— =45%
Transportation Costs Europe/ RoW 7 265%
Recruiting, Attrition North America 15% sl =40%
Management Europe/ RoW 29% -— =21%
Availability of North America 20% -s— =35%
financing Europe/ RoW 39% =9%
Late Payments & North America 5% = =35%
Bad Debts Europe/ RoW 3%+ =55%
North America 15% - =30%
Sustainability Europe/ RoW 29% Z47%
North America 25% -— =30%
Selling Price Europe/ ROW 50 s -23%
; North America 25% -sm— =20%
Diversity Europe/ RoW 250, = 0%
North America  45% — =20%
Customer Demand Europe/ RoW 35% em— Z26%
Customer North America 15% = 15%
Complaints Europe/ RoW 6% =) =35%

Figure 9: Industry trends by region

Survey respondents continue to view both tariffs [See Figure 10]
and geopolitical tensions [See Figure 11] as negative influences.
Maost consider tariffs as having an adverse impact on their com-
panies, with few indicating any positive effect. North America is
slightly more positive than average with a score of 41%.

Geopolitics

25 0ct 25 Aug (LatAm) @ 25 Mar

Tariffs will impact the industry...

(o e )

\,
28%

Negatively Positively

Figure 10: Impact of tariffs

Geopolitics are equally expected to negatively affect the indus-
try across all regions even if European respondents see it more
negatively than North American counterparts. While the inten-
sity of concern appears to have eased slightly bath issues
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remaln firmly on the list of key external pressures shaping busi-
ness conditions.

Geopolitics
250ct @ 25Mar
25 Aug (LatAm) @ 24 Oct

=

Positively

The current geopolitical tensions impact our company...

-

Negatively

3% 40%
S

6% 6%

Figure 11: Geopolitical impact

Company priorities in Q1-26 and beyond

Summary findings across all regions: Given the prevailing trends,
their anticipated impact, and the broader macroeconomic envi-
ronment, respondents also indicated which areas they plan to
prioritize in Q1 2026 and beyond.

Profit and margin management remain the main focus areas, fol-
lowed by cost reduction [See Figure 12] These continue to be the
dominant levers for companies, also shown in previous surveys.
Notably, cash flow and working capital management have gained
importance since the last survey, now reaching levels close to
those recorded a year ago in October 2024.

Al is gaining importance among company priorities; however, it
remains positioned in the middle of the list, contrasting with its
consistently high ranking among the broader industry trends
[See Figure 8] While recognized as an important driver of
change, it has not yet been translated into concrete short-term
initiatives. Sustainability development has continued to lose
ground, now positioned as a8 medium priority dropping from
35% in March 2025 to 23% in this survey.
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Company priorities
What are your company’s current priorities? [%o]

Pricing and margin management 7%
e
63%
. 71%
Cost reduction 7%
%
6%
40%
‘ . 339
Cash flow and working capital By, o
9%
40%
. . 25%
Customer acquisition and retention . 30%
40%
%
: ) 53
Product development and innovation ‘2:5/%
3%
5%
e . 31
Al (Artificial Intelligence) T 3%
. - 19% 3%
Restructuring and consolidation 2%,
-
21% 29%
Digitalization / Industry 4.0 o 28%.
35%
Diversification and new business models 3/%9%
%
o 23% Lo
Sustainability development 35% 0,
Z4%
IT and systems s 26%
ZO‘gnA%
19% 5%
Supply chain development %g;%
S0
19% 09
Talent acquisition and development zgzua/%"
1%
15%
. 10%
Workforce reduction H%WS%
» 2026 (0ct 2025)
% “” . a
Energy strategy 8 59,2% 2026 (Aug 25 - LatAm)
§ 209 2025 (Mar 2025)*
M e i 12% %, Il 2025 (Oct 2024)
ergers & acquisitions o 25% B 2024 (Mar 24
5%
N 13%
Diversity 5% 03

*Date in brackets signifies date of survey respanse collection - responses concern following year

Figure 12: Historical comparison of current priorities

One of the most notable changes compared to the previous sur-
vey s the decline in talent acquisition and development, which
has dropped from 28% in March 2025 to 19% in this survey.
This inhibits a significant potential to backfire once growth re-
turns. Workforce reduction sees an increase in comparison to the
last survey but is surprisingly still at the bottom of priorities given
the focus on costs. Diversity had a sharp increase in the Latin
American version of the survey in August - but compared to the
survey in March earlier this year it is still losing ground.

Regional differences reveal the differing strategic focuses be-
tween North America and Europe/ RoW [See Figure 13] North
American respondents show notably higher emphasis on top-
line growth, digital transformation, and customer experience. In
contrast, European/RoW respondents place greater priority on
cost efficiency, operational optimization, and sustainability initi-
atives. North American respondents also highlight innovation
and technology development more strongly, while European and
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RoW respondents emphasize supply chain resilience, regulatory
compliance, and risk management.

perspective, with North American respondents reaching 54%
versus the overall industry average of 55%.

Company priorities per region
What are your company’s current priorities? [%]

Pricing and margin management
Cost reduction

Cash flow and working capital
Customer acquisition and retention
Product development and innovation
Al (Artificial Intelligence)
Restructuring and consolidation
Digitalization / Industry 4.0
Diversification and new business madels
Sustainability development

Talent acquisition and development
Supply chain development

IT and systems

Warkforce reduction

Energy strategy

Mergers & acquisitions

Industry overall

. . 5% North America
9
Diversity 3% 0% I Europe/ RoW

Figure 13: Comparison of current priorities between regions

The results suggest that companies are currently prioritizing op-
erational stability and financial performance over organizational
and cultural initiatives as they navigate a still uncertain economic
landscape.

Artificial Intelligence: Recognized potential, limited pro-
gress

Survey results indicate that respondents generally view artificial
intelligence as a positive development for the industry and the
major trend for the coming years. Rather than being seen as a
disruptive revolution, Al is perceived more as a gradual evolution,
with the overall average only slightly above the midpoint be-
tween the twa [See Figure 14]. However, it needs to be noted that
it is increasingly seen as a revolution also in this industry.

Compared to the August 2025 survey, which had mostly Latin
American respondents, current results show that participants in
Europe and North America lean more toward the “revolution”

~ =
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Al (Artificial Intelligence)

Artificial Intelligence will...

47%  52% O
;. 55% @
@ 51% =~

Not change our industry Revolutionize our industry

2025 Oct avg. @ 2025 Maravg
2025 Aug avg. (LatAm) @ 2024 Octavg

Figure 14: Impact of Al on the industry

Furthermore, North American respondents repart a stronger shift
toward broader Al implementation across their businesses,
reaching 55%, while the overall industry average remains lower
at 49% [See Figure 15]

Al (Artificial Intelligence)

We currently leverage Al to the extent of...

40% 48% 499
t s
® .

o
No consideration of Al 39% Pilot projects

Implemented across the business

2025 Oct avg. @ 2025 Maravg
2025 Aug avg. (LatAm) @ 2024 Octavg

Figure 15: Al implementation status

The most relevant Al applications identified by respondents are
automation of back-office functions, predictive maintenance,
customer analysis, and demand forecasting, which form the top
group with relatively similar response levels [See Figure 16]
These areas indicate that Al adoption is centered on improving
efficiency, reliability, and decision-making in established pro-
cesses.

Further down the list are applications such as quality control, sup-
ply chain management, and energy optimization, showing more
selective or early-stage use. Product development and content
creation appear at the bottom, suggesting that experimental or
creative uses of Al are still largely unexplored within the industry.
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Al (Artificial Intelligence)

The most relevant Al applications to my business are...
Automation of back-office tasks
Predictive maintenance

Customer analytics

Demand forecasting

Production efficiency

Generative Al for content

Energy efficiency

Quality inspection

Other

Il 2025 October

Figure 16: Al applications in the industry

Woarkforce readiness continues to present a challenge for
broader Al adoption. According to the survey, 65% of respond-
ents believe their workforce is not yet fully prepared to effec-
tively use Al-enabled systems in daily work, while 35% consider
their employees ready [See Figure 17]

This pattern is consistent across regions, with no clear distinction
between European and North American respondents, suggesting
that workforce capability gaps are a shared issue rather than re-
gion-specific. The results also reflect the early stage of Al inte-
gration across the industry. Limited implementation naturally
leads to fewer opportunities for employees to gain experience
with Al tools. As adoption progresses, readiness levels could po-
tentially improve, underscoring the need to develop capabilities
in parallel with deployment.

Al (Artificial Intelligence)

Our workforce is ready to effectively use Al-enabled systems in their daily work...

I No [l Yes

Figure 17: Perception of Al readiness among employees

When respondents were asked to what extent Al could replace
different segments of the workforce, their answers revealed a nu-
anced and differentiated perception of Al's impact [See Figure
18] Al is seen as most capable of replacing operational and ex-
pert roles. While Al generally may not be seen as a tool to reduce
warkforces completely, the potential of replacing or reducing cer-
tain activities is recognized. Management stands out as the maost
resilient group, with most respondents believing these roles
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cannot be replaced, although around 10% still see them as
largely or fully replaceable - indicating some openness ta Al-
driven leadership functions. Experts and operational staff are also
seen as partially replaceable, with roughly 45% and 35% re-
spectively believing their roles are slightly or moderately re-
placeable. Overall, the results suggest a clear hierarchy of per-
ceived vulnerability: operational roles first, followed by experts,
then management, reflecting expectations that Al will transform
routine and analytical work more than leadership and strategic
decision-making.

Al (Artificial Intelligence)

Al can replace the workforce to the extent of...

Not at all

Slightly 41%
Management Maoderately
Largely
Fully
Not at all
Slightly 40%
Experts Moderately

Largely
Fully

Not at all
Slightly
Moderately
Largely
Fully

44%
Operational workforce

Il 2025 Octaber

Figure 18: Perceived potential of Al to replace human labor

Overall, the findings show that Al is gaining traction but remains
at an early stage of integration. Progress will depend on turning
awareness into implementation and ensuring the workforce s
equipped to apply Al effectively across core business areas.

Sustainability: Gaining focus, but transition progress re-
mains uneven

Sustainability remains positioned in the middle of the rankings
for both company priorities and shart-term trends, although ex-
periencing a significant drop in company priorities. When asked
whether it will gain or lose focus aver the next two to three years,
most respondents expect it to receive increased attention [See
Figure 19] Regional differences are madest, with North American
respondents at 60% and European respondents slightly lower
at 54%, indicating that sustainability is expected to grow in im-
portance, although not as strongly as other topics.
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Sustainability

What role will sustainability have in your company over the next 2-3 years?

- ©)

It will become more of a focus

It will become less of a focus

250ct

Figure 19: Future role of sustainability

Energy strategies remain broadly aligned with results from the
survey conducted in October 2024, emphasizing renewable and
circular sources as key components of sustainability [See Figure
20] While the averall direction is consistent across regions, no-
table differences emerge in the pace of transition. North Ameri-
can respondents report an average of 47%, pulling down the
global average and indicating a slower shift toward cleaner en-
ergy solutions. In contrast, Europe demonstrates stronger inte-
gration of renewables, reflecting more advanced energy transi-
tion efforts.

Sustainability

Our Energy strategy is based on... 250ct @ 25 Aug (LatAm) @ 25Mar @ 24 0ct

61% 69%

) &

I
59% 67%

Heavy exposure to fossil fuels 100% supply from renewables

Figure 20: Energy strategy [% of Renewable energy planned to be used]

While progress in energy transition shows regional variation,
similar dynamics are evident in material substitution efforts. In
the case of plastics, momentum toward sustainable alternatives
has also slowed, reflecting challenges that go beyond infrastruc-
ture readiness. The main barriers are economic and technical ra-
ther than infrastructural [See Figure 21] Plastic remains signifi-
cantly cheaper than most alternatives, making large-scale sub-
stitution commercially unattractive. Many substitutes also fail to
match the required performance, particularly in demanding
packaging and industrial applications.

In addition, results suggest that the industry has overestimated
the pace of change, with early projections proving unrealistic
given current material, technology, and market constraints. Reg-
ulatory frameworks, while evolving, remain fragmented and in-
sufficiently stringent to accelerate investment and adoption. In-
terestingly, recycling systems are viewed as the least critical
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barrier, suggesting that infrastructure is improving or no longer

the key constraint.

Sustainability

Please indicate the main reasons why plastic substitution is not happening at the
expected pace

Plastic remains cheaper 82%

Paper alternatives

lack required performance
Regulations are not

driving the transition fast enough
The industry overestimated the pace

Consumers are not switching
to paper-based options

Supply chain and material constraints

Paper production requires
more water and energy
Recycling systems

favour plastic over paper

Other

Il 2025 October

Figure 21 Plastic substitution

Sustainability is expected to mave higher on corporate agendas,
though progress remains uneven across focus areas. Energy
transition shows steady advancement, while regional gaps per-
sist in implementation speed. Broader sustainability efforts,
such as material substitution, face slower traction due to persis-
tent economic and technical barriers.
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Confidence Descends - Al Ascends
Results from StepChange Economic Outlook Study October 2025

Summary

The StepChange Economic Outlook Survey (October 2025)
shows an industry facing 2026 with realism and caution. Confi-
dence has weakened in both Europe and North America, while
Asia and Latin America emerge as the mast optimistic regians.
Artificial intelligence stands out as the dominant long-term driver
of change, though adoption remains limited and workforce read-
iness a key barrier. The priarity of sustainability is down although
expected to remain important. The pace of transition toward re-
newable energy and material substitution remains uneven across
regions.

For the sector, the outlook is generally negative, falling 20pp
compared to 2025 average but segment expectations differ:

o Paper & Paperboard Manufacturers report a sharp decline
in confidence, with 65% expecting the segment to deterio-
rate

e A majority in Converting sees an upward or peak trend for
2026

e Within manufacturing segments Boxboard considered to be
in a trough while tissue with very negative expectations

o Around 68% of Containerboard producers see a downturn
for 2026, while 30% expect upwards trend

Several trends are shaping the industry's direction, with Al and
MEA/ consolidations at the forefront as hottest topics:

e Al viewed as both a short-term trend and long-term driver,
focused on efficiency and process optimization - Workforce
readiness s the main constraint

e ME&A viewed as 3 positive trend, while new capacity addi-
tions are seen as negative - cansolidation rather than ex-
pansion is considered beneficial for the industry

Companies are focusing on key operational tapics, iIncluding:

e  Pricing and Margin Management, Cost Control and working
capital management remain top priorities going into 2026
as the industry navigates ongoing cost and price pressures

e Regional differences, North America is investing to acceler-
ate transformation, while Europe/ RoW focuses on protect-
ing margins and operational efficiency

e Sustainability with a decline in current priority but seen to
gain importance again, yet North America trails compared
to Europe in energy transition progress

S

DRIVING CHANGE TO DELIVER RESULTS

*)

e Plastic substitution remains constrained by economic and
technical barriers rather than infrastructure

e Talent development and diversity have fallen sharply in
company focus

Overall, the industry faces 2026 prepared for the warst and
without high expectations. Success will depend on companies’
ability to navigate geopalitical volatility, accelerate digital and Al
adoption, and manage persistent cast pressures. Thase that bal-
ance operational and cost discipline with technology adoption
and innovation will be able to shape next level of competitiveness
in the global forest products sector.
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-, About StepChange Consulting

DRIVING CHANGE StepChange is an industry focused and independent manage-

ment consulting campany with a proven track record in sup-
TO DELIVER RESULTS porting clients to achieve sustainable value. StepChange pro-
WOOD - PULP - PAPER * PACKAGING

vides support to top tier organizations in the industry from
strategy development to implementation of operational im-
provements.

= StepChange is further an industry thought leader in digital
strateqy and on the farefront of bringing digital transformation

@ ) to the fiber value chain.

With an international team of industry experts StepChange

1 will hit the ground running. StepChange provides innovative

. and yet pragmatic solutions, placing an emphasis on delivering
measurable business results.

For further inquiries and comments regarding this
publication, please contact us at leapfrog@stepchange.com

o
*
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