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Pulp & Paper

China Fiber Outlook: Spread narrows

Main takeaways:

(i) The UWF market may reach a turning point in October, supported by seasonal
and cost factors, despite structural supply pressure and the expected entry of
~1.25Mtpy in new capacity in 4Q25; (ii) Intensified competition after the
resumption of a player in Shandong and scheduled maintenance during the
national holiday should postpone some start-ups and temporarily ease inventories;
(iii) On the demand side, the start of editorial bidding should stimulate price
adjustments in printing & writing, with traders pressured by margins following the
movement; (iv) The cost of imported BSKP is approaching historic lows (-19%
YTD), while BHKP is up +0.9% m/m, raising the theoretical import cost; this
combination may generate a moderate pass-through of +2% m/m Est. in UWF; (v)
BHKP remained firm, supported by three rounds of price adjustments in external
offers and volume retention by traders, with a spot price of ~US$592/t (+0.9%
m/m). The BSKP-BHKP spread fell to ~US$190/t (-10% m/m), limiting additional
gains; (vi) BSKP remains under pressure from global oversupply and high
inventories in Chinese ports; the spot price fell to ~US$785/t (-3.1% m/m), reaching
an annual low, while the spot-futures spread narrowed to ~US$84/t (-7% m/m);
(vii) In 4Q25E, we expect a further narrowing of the spread between fibers
(<US$168/t), given the -US$20/t cut in BSKP offers and the +US$20/t increase in
BHKP, reinforcing the erosion of the relative margin of long fiber; (viii) The SCI
index of Chinese market sentiment rose slightly to 1,049pts (+2pts w/w), but
remains -9% yl/y, indicating a fragmented market; BHKP sustained a marginal
increase (+0.5% w/w), while BSKP and CMP remained stable or fell slightly; (ix) UKP
showed a slight recovery (~US$694/t; +0.6% w/w), but purchasing activity remains
low, with localized adjustments and no structural change in the stagnation trend;
(x) In BSKP futures, the main SHFE contract rose +1.2% w/w (~US$709/t), but high
inventories (~235Kt) limit room for consistent gains, reinforcing a market in a
holding pattern.
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SUZB3 BZ Equity
Buy

Price: R$ 49.50 (06-Oct-2025)
Target Price 12M: R$ 63.50

SUZ US Equity
Target Price 12M: US$ 11.15

KLBN11 BZ Equity
Buy

Price: R$ 17.78 (06-Oct-2025)
Target Price 12M: R$ 23.50

This is the first edition of our weekly report on the Pulp and Paper sector,
focusing on China. This series is part of the “China Fiber Outlook” sequence for
week 1 of Oct. We believe this set of reports will be essential for monitoring the
fundamentals that impact on the investment theses of the companies we cover in
the sector (Suzano and Klabin).
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UWF: Seasonal factors and costs may pave the way for a rebound in Oct.
Despite structural supply pressure, there are signs that Oct. may mark a turning
point for the uncoated woodfree paper (UWF) market. On the supply side,
~1.25Mtpy of new capacity is still expected to come online in 4Q25E,
concentrated in eastern and southern China. However, we believe that intensified
competition following the resumption of an integrated player in Shandong may
delay some of these start-ups, while scheduled maintenance at medium and small
players during the national holiday (Golden Week, 1-8 Oct.) should temporarily ease
inventory levels. On the demand side, the start of a new round of bidding in the
publishing sector (print media) should encourage paper mills focused on the
printing & writing segment to test price adjustments, a move that tends to be
accompanied by trading houses pressured by compressed margins.

Seasonally, we believe the period suggests an upward bias, although the lower
range of the fluctuation index in 2025 indicates that the scope for appreciation will
be limited. On the cost side, the price of imported BSKP is approaching historic
lows (-19% YTD) — restricting further declines (-3.1% m/m) — while the price point
of BHKP offers rose (+0.9% m/m), given the increases rounds we have seen since
the beginning of Aug, raising the theoretical cost of imports in Oct. This
combination, added to the paper industry's interest in recovering margins, should
provide support for slight pass-throughs. In summary, we project a moderate
increase of +2% m/m Est. in UWF, albeit conditioned by fragile fundamentals.

BHKP: Moderate supply cuts keep prices on track. The BHKP market found
support in multiple vectors. Externally, import offers underwent consecutive
rounds of adjustments, raising our expectations for China's import costs. Internally,
after spot references fell to minimum levels, we found that traders began to retain
volume to mitigate compressed margins, reinforcing the sentiment of price
support. On the demand side, there was a marginal improvement, with increased
inquiries from the paper industry at lower price levels. As a result, the average spot
price of imported BHKP rose to ~US$592/t (+0.9% m/m). The divergence vs. BSKP
reduced the spread between fibers (BSKP vs. BHKP) to ~US$190/t (-10% m/m),
indicating that, although short fiber trends are in partial recovery, given the rounds
of price increases since the beginning of Aug. (three of +US$20/t each), the relative
margin compared to long fiber is shrinking, limiting the space for further
appreciation in the short term.

Graph 1. China-imported BHKP price (US$/t)
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BSKP: Oversupply and weak margins push prices to annual lows. Based on the
data we have observed, the outlook for BSKP continues to be driven by the global
supply imbalance. Stable production and the continuous shipments flow to China
have kept inventories at high levels in ports, reinforcing pressure on the supply
side. On the demand side, the slow pace for margins recovery in the paper industry
has led mills to prioritize optimizing their raw material mix, reducing demand for
long fiber pulp. With limited support from the downstream sector, the spot price
lost traction: the Arauco BSK benchmark in Shandong fell to ~US$785/t (-3.1%
m/m), breaking the annual low. In the futures market, the main contract on the
Shanghai Futures Exchange (SHFE) closed at ~US$701/t, with the spot vs. futures
spread narrowing to ~US$84/t (-7% m/m), signaling less room for arbitrage and
reinforcing the short-term weakness bias.

Graph 2. China-imported BSKP price (US$/t)
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BSKP vs. BHKP: Divergent costs should narrow the spread. In our view, the price
dynamics between BSKP vs. BHKP tend to converge in 4Q25E, driven by opposite
movements on the cost side. Despite the typical seasonal period peak, excess port
inventories continue to put pressure on supply, while low confidence in final
demand in the paper industry limits the materialization of a stronger recovery in
short fiber. Therefore, we commented in our last report that we do not believe the
adjustments we have seen recently can be called a bullish cycle for pulp, since they
are starting from very depressed prices and the support is linked to marginal cost
rather than a better balance between supply and demand.

On the import cost side, the latest round of BSKP offers brought an additional cut of
-US$20/t, in contrast to a positive adjustment of +US$20/t for BHKP. Our
understanding is that the divergence suggests that, between Oct-Nov, the spread
between the two fibers will narrow even further, possibly falling below
~US$168/t in 4Q25E. This scenario reinforces that, even in an environment of
marginal seasonal support, the relative margin of BSKP vs. BHKP should continue
to shrink, limiting arbitrage opportunities.
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Slight improvement in sentiment, limited by difference between fibers. The SCI
consulting index, which measures sentiment in the Chinese pulp market, closed
last week at 1,049pts (+2pts w/w; -9% y/y). Although sentiment improved
somewhat compared to the previous week, we believe that the rise in BHKP prices
in its main contract on the Shanghai Futures Exchange (SHFE) had a very limited
impact, as the low purchasing appetite of paper mills prevented BSKP from
following the movement, with the average weekly price falling to ~US$783/t (-0.2%
w/w). In contrast, BHKP advanced to ~US$592/t (+0.5% w/w), supported by a
greater perception of future cost pressures.

UKP also recorded a marginal improvement, rising to ~US$694/t (+0.6% w/w),
driven by an increase in regional inquiries, while CMP fell slightly to ~US$536/t (flat
w/w), given the need for destocking after the resumption of production at external
pulp mills. Overall, we believe that the big picture shows a fragmented market, in
which localized adjustments occur due to factors specific to each fiber, but without
any significant change in the general trend of stagnation.

Graph 4. SCI Index- Market Sentiment (Pts.)
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BSKP Futures: Slight w/w increase, but inventory remains high. The dominant
BSKP contract on the Shanghai Futures Exchange (SHFE) ended the week at
~US$709/t (+1.2% w/w), after fluctuating between a high of ~US$711/t and a low of
~US$694/t. Despite the marginal advance, the movement occurred within a narrow
band, reflecting the caution of agents. On the physical side, warehouse receipts
registered in delivery warehouses and factories totaled ~235Kt on September 25,
remaining at a high level. This inventory level limits the space for more consistent
appreciation of contracts, reinforcing the reading of a futures market still in a
holding pattern.
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Appendix: Suzano

Figure 1. Suzano - Income Statement in R$ Millions (Genial Est. 2025-2028)

Income Statement 2025E 2026E 2027E 2028E
Net Revenue 37.046 55.139  53.851 54.655
(-) COGS (23.092) (33.294) (34.166) (35.024)
Gross Profit 13.954 21.845 19.685 19.631
(-) Expenses (4.148) (6.622) (6.626) (6.726)
Adjusted EBITDA 16.881 26.008 24.067 24.086
(-) D&A (7.211)  (10.785) (11.007) (11.182)
EBIT 9.670 15.223 13.060 12.904
(+/-) Financial Result (8.639) (2.890) (7.570)
(-) Taxes (6.355) (2.386) (3.685)  (1.933)
Net income 7.343 4.198 6.485 3.401
Profitability

Net margin (%) 19,8% 7,6% 12,0% 6,2%

Figure 2. Suzano- Cash Flow in R$ Millions (Genial Est. 2025-2028)

Cash Flow (FCFF) 2025E 2026E 2027E 2028E
Net Revenue 37.046 55.139  53.851 54.655
(-) COGS (23.092) (33.294) (34.166) (35.024)
Adjusted EBITDA 16.881 26.008 24.067 24.086
EBIT 9.670 15.223 13.060 12.904
(-) Taxes (6.355) (2.386) (3.685)  (1.933)
(+) D&A 7.211 10.785 11.007 11.182
(+/-) A WK (2.018) (26) (142)
(-) Capex (10.903) (12.375) (12.132) (12.259)
FCFF (2.395) 11.222 8.379 9.753
www.bancogenial.com Genial Institucional S.A. CCTVM
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Appendix: Klabin

Figure 1. Klabin - Income Statement in R$ Millions (Genial Est. 2025-2028)

Income Statement
Net Revenue
(-) COGS
Gross Profit
(-) Expenses
Adjusted EBITDA
(-) D&A
EBIT
(+/-) Financial Result
(-) Taxes
Net income
Profitability

Net margin (%)

2025E

21.053
(14.984)

7.140
(2.875)
8.402
(4.137)
4.265
(2.225)
(404)
1.851

8,8%

2026E

22.264
(15.043)

7.991
(3.056)
8.881
(3.945)
4.936
(2.043)
(584)
2.324

10,4%

2027E

22.678
(14.853)

8.561
(3.131)
9.149
(3.720)
5.429
(2.046)
(415)
2.983

13,2%

2028E
22.998
(14.873)
8.714
(3.192)
9.044
(3.522)
5.522
(1.938)
(422)
3.176

13,8%

Figure 2. Klabin- Cash Flow in R$ Millions (Genial Est. 2024-2028)

Cash Flow (FCFF) 2025E 2026E 2027E 2028E
Net Revenue 21.053 22.264 22.678 22.998
(-) COGS (14.984) (15.043) (14.853) (14.873)
Adjusted EBITDA 8.402 8.881 9.149 9.044
EBIT 4.265 4.936 5.429 5.522
(-) Taxes (404) (584) (415) (422)
(+) D&A 4137 3.945 3.720 3.522
(+/-) A WK (490) (66) (77) (37)
(-) Capex (3.098) (2.670) (2.658) (2.412)
FCFF 4.411 5.562 5.999 6.172
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Disclosure Section

1. GENERAL DISCLAIMER

This report has been produced by the research department (“Genial Institutional Research”) of Genial Institutional
Corretora de Cambio, Titulos e Valores Mobilidrios S.A. (“GENIAL INSTITUTIONAL CCTVM”). Genial Institutional is a
brand name of Genial Investimentos CCTVM.

Genial Rating

Definition Coverage
Expected return above +10% in relation to the Company's sector average 49%
Expected return between +10% and -10% relative to the Company's industry average 41%
Expected return below -10% in relation to the Company's sector average 5%
under Review Under review 5%

This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without
the prior written consent of GENIAL INSTITUTIONAL CCTVM. GENIAL INSTITUTIONAL CCTVM accepts no liability
whatsoever for the actions of third parties in this respect.

This research report is for distribution only under such circumstances as may be permitted by applicable law. This
research report has no regard to the specific investment objectives, financial situation or particular needs of any
specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete
statement or summary of any securities, markets, reports or developments referred to in this research report. Neither
GENIAL INSTITUTIONAL CCTVM nor any of its directors, officers, employees or agents shall have any liability, however
arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this
research report’s preparation or publication, or any losses or damages which may arise from the use of this research
report

GENIAL INSTITUTIONAL CCTVM may rely on information barriers, such as “Chinese Walls” to control the flow of
information within the areas, units, divisions, groups, or affiliates of GENIAL INSTITUTIONAL CCTVM.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report
may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the
regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related
financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and
regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research
report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a
positive or adverse effect on the value of orincome from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or
implied, is made by GENIAL INSTITUTIONAL CCTVM with respect to future performance. Income from investments may
fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may
fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may
become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis
operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

The locally listed shares of Brazilian companies may only be purchased by investors outside of Brazil who are “eligible
investors” within the meaning of applicable laws and regulations.
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2. ANALYST(S) DISCLOSURES AND CERTIFICATION

The principal analyst, IGOR GUEDES, is responsible for the content of this report and for meeting the requirements of
Securities and Exchange Commission of Brazil (CVM) Instruction 598/2018.

The analysts hereby certify that the views expressed in this research report accurately reflect their personal views
about the subject securities or issuers and it was prepared in an independent manner, including with respect to the
person and to GENIAL INSTITUTIONAL.

The analyst hereby certifies that he (she) has no connection with any individual who works for the issuer(s) discussed
in this report.

The analyst hereby certifies that he (she), or his (her) spouse or companion, either directly or indirectly, in his or her
own name or on behalf of a third party, does not hold any of the securities covered in this report.

The analyst hereby certifies that he (she), or his (her) spouse or companion, is not directly or indirectly involved in the
purchase, disposal or brokering of the securities covered in this report.

The analyst hereby certifies that he (she), or the his (her) spouse or companion, has no direct or indirect financial
interest in the issuer covered in this report (other than trading shares in investment funds, in which the analyst cannot
control, directly or indirectly, the administration or management of the fund, or which do not concentrate
investments in sectors or companies that are covered by reports produced by the analyst).

The analyst’s compensation is, directly or indirectly, determined by income from GENIAL INSTITUTIONAL s business
and financial operations.

In addition, the analysts certify that no part of their compensation was, is, or will be directly or indirectly related to the
specific recommendations or views expressed in this research report.

The compensation of the analyst who prepared this report is determined by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking
revenues, however, compensation may relate to the revenues of GENIAL INSTITUTIONAL CCTVM, its affiliates and/or
subsidiaries as a whole, of which investment banking, sales and trading are a part. Compensation paid to analysts is
the sole responsibility of GENIAL INSTITUTIONAL CCTVM.

The analyst hereby certifies that he (she), or his (her) spouse or companion, does not serve as an officer, director, or
advisory board member of the subject company.

The principal analyst is responsible for the content of this report and for meeting the requirements of Securities and
Exchange Commission of Brazil (CVM) Instruction 598/2018.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.
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3. ADDITIONAL DISCLOSURE

(i) This document was prepared by GENIAL INSTITUTIONAL Research and is hereby supplied for the sole purpose of
providing information about companies and their securities.

(ii) The information contained herein is provided for informational purposes only and does not constitute an offer to
buy or sell, and should not be construed as a solicitation to acquire, any securities in any jurisdiction. The opinions
expressed herein regarding the purchase, sale or holding of securities, or with respect to the weighting of such
securities in a real or hypothetical portfolio, are based on careful analysis by the analysts who prepared this report
and should not be construed by current or future investors as recommendations for any particular investment
decision or action. The investor’s final decision should be made considering all of the risks and fees involved. This
report is based on information obtained from primary or secondary public sources, or directly from companies,
and is combined with estimates and calculations prepared by GENIAL INSTITUTIONAL CCTVM. This report does not
purport to be a complete statement of all material facts related to any company, industry, security or market
strategy mentioned. The information has been obtained from sources believed to be reliable, but GENIAL
INSTITUTIONAL CCTVM does not make any express or implied representation or warranty as to the completeness,
reliability or accuracy of such information. The information, opinions, estimates and projections contained in this
document are based on current data and are subject to change. Prices and availability of financial instruments are
indicative only and subject to change without notice. GENIAL INSTITUTIONAL CCTVM is under no obligation to
update or revise this document or to advise of any changes in such data.

(iii) The securities discussed in this report, as well as the opinions and recommendations contained herein, may not
be appropriate for every type of investor. This report does not take into account the investments objectives,
financial situation or particular needs of any particular investor. Investors who wish to buy, sell or invest in
securities that are covered in this report should seek independent financial advice that takes individual
characteristics and needs into consideration, before making any investment decision with respect to the securities
in question. Each investor should make independent investment decisions after carefully analyzing the risks, fees
and commissions involved. If a financial instrument is denominated in a currency other than an investor’s
currency, changes in exchange rates may adversely affect the price or value of, or the income derived from the
financial instrument, and the reader of this report assumes all foreign exchange risks. Income from financial
instruments may vary, and therefore their price or value may rise or fall, either directly or indirectly. The
information, opinions and recommendations contained in this report do not constitute and should not be
interpreted as a promise or guarantee of a particular return on any investment. Past performance does not
necessarily indicate future results, and no representation or warranty, express or implied, is made herein
regarding future performance. Therefore, GENIAL INSTITUTIONAL CCTVM, its affiliated companies, and the
analysts involved in this report take no responsibility for any direct, indirect or consequential loss resulting from
the use of the information contained in this report, and anyone using this report undertakes to irrevocably
indemnify GENIAL INSTITUTIONAL CCTVM and its affiliates from any claims and demands.

(iv) Prices in this report are believed to be reliable as of the date on which this report was issued and are derived from
one or more of the following: (i) sources as expressly specified alongside the relevant data; (ii) the quoted price on
the main regulated market for the security in question; (iii) other public sources believed to be reliable; or (iv)
GENIAL INSTITUTIONAL CCTVM’s proprietary data or data available to GENIAL INSTITUTIONAL CCTVM.
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(v) No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or
reliability of the information contained herein, except with respect to information concerning GENIAL
INSTITUTIONAL CCTVM, its subsidiaries and affiliates. In all cases, investors should conduct their own
investigation and analysis of such information before taking or omitting to take any action in relation to securities
or markets that are analyzed in this report.

(vi)GENIAL INSTITUTIONAL CCTVM makes no representations herein that investors will obtain profits. GENIAL
INSTITUTIONAL CCTVM will not share with investors any investment profits nor accept any liability for any
investment losses. Investments involve risks and investors should exercise prudence in making their investment
decisions. GENIAL INSTITUTIONAL CCTVM accepts no fiduciary duties on behalf of recipients of this report and in
communicating this report is not acting in a fiduciary capacity. This report is not to be relied upon in substitution
for the exercise of recipient’s independent judgment. Opinions, estimates, and projections expressed herein
constitute the current judgment of the analyst responsible for the substance of this report as of the date on which
the report was issued and are therefore subject to change without notice and may differ or be contrary to opinions
expressed by other business areas or groups of GENIAL INSTITUTIONAL CCTVM as a result of using different
assumptions and criteria. The information, opinions and recommendations contained in this report do not
constitute and should not be interpreted as a promise or guarantee of a particular return on any investment.

(vii)Because the personal views of analysts may differ from one another, GENIAL INSTITUTIONAL CCTVM, its
subsidiaries and affiliates may have issued or may issue reports that are inconsistent with, and/or reach different
conclusions from, the information presented herein. Any such opinions, estimates, and projections must not be
construed as a representation that the matters referred to therein will occur. Prices and availability of financial
instruments are indicative only and subject to change without notice. Income from financial instruments may
vary, and therefore their price or value may rise or fall, either directly or indirectly.

(viii)This document may not be: (a) photocopied or duplicated in any manner, in whole or in part, and/or (b)
distributed without GENIAL INSTITUTIONAL CCTVM’s prior written consent. GENIAL INSTITUTIONAL CCTVM
accepts no liability whatsoever for the actions of third parties in this respect.

(ix)Neither GENIAL INSTITUTIONAL CCTVM nor any of its affiliates, nor any of their respective directors, employees or
agents, accepts any liability for any loss or damage arising out of the use of all or any part of this report.

(x) GENIAL INSTITUTIONAL CCTVM (or its affiliates, officers, directors or employees) may, to the extent permitted by
law, have acted upon or used the information herein contained before the publication of this report and may have
a position in securities issued by the companies mentioned herein and may make a market or act as a principal in
any transactions in any such securities. Genial Institutional may from time to time perform investment banking or
other services to, or solicit investment banking or other business from, the companies mentioned herein.
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4. IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Genial Institutional CCTVM, a company authorized to engage in securities
activities in Brazil. Genial Institutional CCTVM is not a registered broker-dealer in the United States and, therefore, is
not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts.
This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption
from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”)
and is not being provided pursuant to a soft-dollar arrangement.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial
instruments based on the information provided in this research report should do so only through Auerbach Grayson &
Company LLC ("AGCQ"), a registered broker dealer in the United States with an office at 20 West 55th Street New York,
NY 10019, (212) 453-3523 . Under no circumstances should any recipient of this research report effect any transaction
to buy or sell securities or related financial instruments through Genial Institutional CCTVM.

If the report is to be distributed to anyone other than Major U.S. Institutional Investors in the United States. AGCO
accepts responsibility for the contents of this report as provided for in relevant SEC releases and SEC staff no-action
letters.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the
Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person at Auerbach Grayson &
Company LLC ("AGCO") and, therefore, may not be subject to applicable restrictions under FINRA Rules on
communications with a subject company, public appearances and trading securities held by a research analyst
account.

The disclosures contained in research reports produced by GENIAL INSTITUTIONAL CCTVM and distributed by
Auerbach Grayson & Company LLC ("AGCQ") in the U.S. shall be governed by and construed in accordance with U.S.
law. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose,
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