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Building the path to azero-carbon future: unlocking and capitalizing on the
potential of sustainable building materials

The challenge The barriers The way forward The opportunity

significant challenge to realize
the EU’s 2050 zero-carbon
future.

If businesses continue to
operate without making abrupt
changes and innovations, we’ll
underperform the 2050 target
by more than 85%.

materials remains limited
despite growing ecosystem
efforts.

Weak client demand is key

blocker of large-scale adoption.

The combination of high
material costs for sustainable
construction and a persistently
low willingness to pay a
premium is driving weak client
demand.

» The construction sector faces a » Adoption of sustainable » Stronger collaboration

between the different
stakeholders across the
ecosystem to accelerate the
shift towards sustainable
building materials.

Efforts from all stakeholders
across the ecosystem are
required to enable faster
adoption of sustainable building
materials to realise the 2050
zero-carbon target.

* 65% of the decarbonization

potential resides within the
building materials
ecosystem, while 15% of the
decarbonization potential relies
on further site improvements.

The market for sustainable
building materials is
expected to outpace
conventional building
materials on the back of this
climate trend.

Fast adopters and
manufacturers of sustainable
building materials at
conventional prices can create
a competitive edge stimulating
above market growth.




The construction sector stands at a crossroads, facing amonumental
challenge to build its way to the EU's 2050 zero-carbon future
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Note: (a) Excluding the infrastructure market, (b) If businesses maintain their current manufacturing processes and operations without major changes, carbon emissions will decrease by an estimated 8% compared to 2022 levels.

Source: KPMG analysis.
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The decarbonization potential within building materials is more than 4x the
potential that can be achieved fromimproving the site operations

Total carbon emissions in the construction sector and its business-as-usual and decarbonization pathway(@, 2022 — 2050FC o
C.19%

140% - . .
Carbon reduction potential

via site improvements
120%

A limited portion of the decarbonisation
potential comes from enhancing site

100% 7 operations through (i) increased
construction site efficiency, (ii)
decarbonizing transportation of people and
80% materials on-site, and (jii) transitioning to a
' decarbonized energy grid.
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60%
The largest potential derives from
decarbonization of the building materials
40% via (i) increasing efficiency in building
design, (ii) reuse materials in building and
20 (iii) replacement of conventional high-

carbon to sustainable building materials.
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Carbon reduction potential
via building materials

Note: (a) There is an abatement gap (shaded area with black dots) relative to a 1.5°C carbon budget prior to 2050 due to residual fuel use in construction equipment and fossil fuel use in electricity generation. The abatement gap in construction site emissions could be closed by electrification of
construction equipment and adopting biofuels, (b) Excluding the infrastructure market.

Source: KPMG analysis.
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To unlock this decarbonization potential, multiple initiatives have already

been launched, but are stillin the early developing phase

Conceptual view of the environmental impact potential per initiative in the construction sector, 2025 — Indicative and non-exhaustive

Intro

Environmental impact potential

These initiatives have been launched by
various stakeholders in the ecosystem from

design (architects) and creation
(manufacturers) to implementation
(contractors) and governance (policy makers)

Growth

Maturity

@ Site improvement initiatives
@ Building materials initiatives

Source:  Expert interviews; KPMG analysis.
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Maturity level

v

Sustainability initiatives in
the construction sector

Demolition/selective deconstruction & reuse

Carbon capture/Neutralization in production

Bio-based raw materials/local sourcing

Waste-to-energy/by-products utilisation

Smaller products with same functionality

New sustainable building materials

Circular building materials & chain

Optimized logistics/transport emissions reduction

Modular/off-site construction

Use of renewable energy in production process

Digital tools/LCA/material passports/BIM

Use of recycled materials

Certifications/standards compliance (EPDs, etc.)

Energy efficiency in the use phase



However, real progress depends on how market players adopt sustainable
building materials, whichis currently limited despite a push from the ecosystem

Question: What share of building materials used in your projects are
already sustainable?

Architects Adoption of sustainable building

materials is still low with 75% of
the projects having only up to
25% sustainable building
materials

44%

13%

I Less than 10%
I Between 10 - 25%
Il Between 25 - 50%
I More than 50%

25% . - . . .
Sustainable building materials are dealing with

an architect push instead of consumer pull

56% End-users

Question: How often do clients explicitly request the use of sustainable
materials today?

Source:  Contractor and Architect survey (September 2025); KPMG analysis.

KPMG

Question: How would you rate the importance of sustainability in the

selection of building materials?

Architects

50%

I Not important

I Less important

I Moderately important
I Highly important

I Top priority

M Yes
I No

contractors

Question: Do you actively consider sustainability when selecting
building materials for your projects?



Adoptionis predominantly held back by high costs versus conventional
materials and an overall still-weak client demand...

Question: To what extent do the following factors limit your use of Question: On average, how much more expensive are sustainable building
sustainable building materials in your projects? (top 3) materials or sustainable building practices compared to conventional ones?
4/0/]/16’013’ According to architects and AIZ'/III&'&'IS

contractors, building material prices
are in more than 85% of the cases at
least 5% more expensive compared to
conventional materials...

94% 50%

I High cost price

B Limited interest or demand from clients Il Similar price

I 0 - 5% more expensive

I Lack of knowledge at contractors

I 5 - 10% more expensive

I 10 - 20% more expensive

I 20 - 30% more expensive

I More than 30% more expensive

I High price of the building materials

I Warranty on the building materials

Il Availability of sustainable building materials

...while less than 20% of the people are willing to 32%

76% contractors pay a premium of at least 5% indicating a large gap 35% ocontractors

in willingness to pay and effective price.

Question: What is currently keeping you of using materials more Question: On average, how much more expensive are sustainable building
sustainable or known for having a low-impact on the environment? (top 3) materials or sustainable building practices compared to conventional ones?

Source:  Contractor and Architect survey (September 2025); KPMG analysis.
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.Whichis the result of low willingness to pay a premium by end-users
blocking large-scale roll-out, despite a positive market outiook

Question: How do you expect client demand for eco-friendly or Question: Today, to what extent are clients willing to pay a premium

sustainable building materials to evolve over the next three years?

Ena-users

25% 25%

19%

I No change

Il 0 - 5% used more often

M 5 - 10% used more often

I 10 - 20% used more often

I More than 20% used more often

contractors 32%

Question: By how much do you expect your use of
sustainable materials to increase in the next three
years?

Source:  Contractor and Architect survey (September 2025); KPMG analysis.
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for sustainable materials?

clients

I No premium

I Small premium up to 5%
Il Premium between 5 - 10%
I Premium between 10 - 20%

Less than 20% of the clients are willing to pay a
premium higher than 5% for sustainable building
materials

Manufacturers that can produce sustainable
building materials and offer them at

conventional prices gain a competitive
advantage and outperform the market




To break through the status quo, more collaboration across the ecosystem
IS required toincrease affordability of sustainable building materials

Designing for the Future Financiers  Owners Users Developers Government

Today, many architects incorporate

sustainability into their designs by ﬁ
prioritizing energy efficiency, sustainable € HHHE e_0 F

materials, and overall building performance. \ >
To advance further, they can adopt a more

comprehensive, lifecycle-oriented approach
that accounts for both operational energy
use and the embodied carbon of materials
and construction processes. Strengthening
collaboration with engineers and
builders is essential to embed circular
design principles, such as designing for
disassembly and reuse. Ultimately,
embracing regenerative design with

environmental-friendly materials can enable AI'ChItthS / Engmeersl

architects to go beyond reducing harm and

actively restore ecosystems, creating a net-
positive environmental impact. consu“ancv

Manufacturers Wholesalers
Push for radical transformation

Manufacturers are addressing sustainability trends by developing resource-efficient products,
incorporating renewable energy into production, and increasing the use of recyclable
materials. However, to achieve true sustainability, they should strive for a full
transformation toward a closed-loop system that delivers carbon-free products from
design to re-use.

Source:  Expert interviews; KPMG analysis.
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Contractors

Stimulate affordability and
collaboration

Governments can boost sustainable building materials
through strong regulations, financial incentives to
increase affordability, and collaboration. By setting
clear standards, funding green innovation, supporting
public—private partnerships, and promoting circular
practices like material reuse, they can align the
construction ecosystem toward low-carbon, resource-
efficient development.

Efficiency to full material
sustainability

Contractors are increasingly adopting
sustainable practices by managing waste,
using some recycled materials, and
improving efficiency on construction sites.
However, there is room for improvement
through greater use of low-carbon and
locally sourced materials, closer
collaboration with designers and
suppliers to enable circular
construction, better tracking of material
lifecycles using digital tools, increase
knowledge on (and how to apply)
sustainable building materials. By
expanding their focus from efficiency to full
material sustainability, contractors can
significantly reduce the environmental
impact of building projects.
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