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Demand for many paper products is declining across Europe.

Paper and paperboard demand in Europe,' by grade, million metric tons
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‘Includes EU-27.

2As of Q4 2025.
Source: Fastmarkets RISI World Paper and Board Data Digest, Nov 2025; McKinsey analysis
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Italy shows a continuing undersupply of most paper grades, with the
exception of tissue.

Paper grade supply—demand balance in Italy, million metric tons Il Supply M Demand

2010 2015 2020 2025 2030
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Packaging 39 o 38 4.3

Note: Figures may not sum, because of rounding.
Source: Fastmarkets RISI World Paper and Board Data Digest, Nov 2025; McKinsey analysis
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In Europe, bleached softwood kraft pulp has seen more price increases
than hardwood kraft pulp.

Price and demand trends for kraft pulp in Europe,’ Il Bleached softwood kraft pulp
2015-27 M Bleached hardwood kraft pulp
Forecast
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"Excludes pulp grades such as sulfite, unbleached kraft, semichemical, and mechanical pulp due to smaller volumes.
?Price split not available for Italy.
Source: Fastmarkets RISI
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Asia is increasingly active as an exporter of paper products, increasing

pressure on European producers.

Net trade across grades, Asia, million metric tons
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Productivity in Europe’s pulp and paper sector has trended downward in
recent years.

Operating rates across grades,' %

10 Change, percentage points
2010-15 2015-20 2020-25
/\ — Kraft and specialty  -0.8 -0.6 -1.3
:i::5=*<L—/=<::7“‘::::5\\ A — Tissue 06 o1 15
Graphic paper 01 -37 0
0.8 -
\/\ — Packaging 0 0 -1.8
06 T T T T
2010 2015 2020 2025

'Operating rates measure mill asset utilization based on share of actual paper production vs total production capacity.
Source: Fastmarkets RISI World Paper and Board Data Digest, Nov 2025; McKinsey analysis
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European and US paper and packaging companies are developing gen Al
solutions, but few have resulted in measurable impact.

Gen Al usage sentiment,’ Gen Al implementation,®
% of respondents? % of respondents?

10 Fully integrated 80

AN

Extensive usage

40

Not yet, thinking about it
/<. In development
20

30 Moderate usage ® No
e @ Yes, launched
Y
None to limited usage 0 l
2024 2024 2095
(n=207) (n=207) (n="H0)

Question: How much do you believe your company should be using gen Al solutions?

2All respondents are directors or higher from paper and packaging companies in the US and Europe.
3Question: Have you developed any gen Al in the function or department you are working in?
Source: McKinsey Global Survey on Gen Al in Paper and Packaging, 2024 and 2025
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The target operating model leverages four key pillars.

A

Integrated sales and
operations planning
and advanced
planning engine

McKinsey & Company
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A

Predictive industrial
orchestration
(intelligent mill)

A

“\3)
Tech-enabled
commercial excellence
and value-based
pricing

.

o

Data-driven
operating model and
organizational
redesign

European pulp and paper players can increase EBITDA significantly by
reinventing the operating model.

Price and demand trends for kraft pulp in Europe,'2015-27

Pillar

Integrated sales and

0 operations planning
and advanced planning
engine

Predictive industrial
’ orchestration
(intelligent mill)

Tech-enabled
(:,D commercial excellence
= and value-based
pricing

Data-driven

o operating model and
organizational
redesign

Total

Overall equipment effectiveness.
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Description

Real-time steering of
grades, assets, and capacity
based on customer
demands patterns

Integrated production model
combining, eg, digital twins,
fiber mix optimization, Al-
enabled chemical dosing, and
energy load optimization

Analytical commercial engine
with SKU-level profitability
and smarter pricing

Integrated data, performance,
governance, and incentive
model with clearer and more-
tailored roles

EBITDA impact,
percentage points

[Rpp——— ]
;i
a1

-
P
a1

EIRRMIEASE B 11

Additional benefits

» Better service, asset
utilization, and disciplined
margin management

» Resilience to external
shocks

+ Higher OEE' (+5—-8
percentage points)

» Lower maintenance cost
(10—20% reduction)

» Lower energy intensity
(3—5% reduction)

» Better product mix
» Stronger price realization

» Better cross-functional
execution

+ Stronger focus on margin,
cash, capital productivity, and
resilience
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