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Wichtige Erkenntnisse

• The US–Iran conflict has depleted missile and interceptor stockpiles, creating order bottlenecks that 

may persist until mid-2029 and a near-10x jump in Tomahawk procurement requests.

• Q2 2026 results converted the narrative into numbers: Lockheed, RTX and Northrop all reported record 

backlogs (US$230.4bn, US$289bn and US$105bn respectively) and raised guidance.

• The demand is global, not just American — roughly half of Raytheon's H1 bookings came from 

international customers, while Europe is rearming at the fastest pace since the Cold War.

• Multi-year framework contracts and capacity expansion are transforming a conflict trade into a 

structural earnings theme with unusual revenue visibility.

Global defence is not just a regional theme. It is now a secular trend rooted in a multi-year investment cycle. 

The US remains the largest market and still anchors the earnings power of the sector, but Europe, the UK, 

Israel, Korea and parts of Asia are all contributing to the same rearmament story. The current US cycle is 

especially important because the war in Iran, alongside the ongoing Russia-Ukraine conflict, has exposed 

a very practical problem for defence budgets: stockpiles have been depleted and need replacing.

That matters for the outlook of the WisdomTree Global Defence UCITS ETF (Ticker: WDGF LN Equity), 

built to capture companies directly involved in defence, with a meaningful tilt toward those with material 

defence revenues.

Stockpile depletion: the accelerant

Since the launch of Operation Epic Fury in late February, the conflict has cost the US an estimated 

US$37.5bn. The Pentagon has expended thousands of high-end munitions, including more than 1,000 

Tomahawk cruise missiles and hundreds of THAAD, Patriot and SM-3 interceptors defending US and allied 

forces1. Layered on top of years of transfers to Ukraine, the drawdowns have created order bottlenecks 

that may not clear until mid-2029.

The Tomahawk programme illustrates the recalibration starkly: having procured an average of roughly 86 

missiles per year over the past decade, the Pentagon has requested 785 for the 2027 budget alone, which 

marks a near – 10x increase in a single fiscal cycle.
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Q2 Earnings Season: Demand converting into delivery

The performance of defence stocks has been weak since fighting broke out in Iran, with investors worried 

that military spending might have peaked. However, the Q2 reporting season in the US sheds light on the 

forward growth prospects. It shows that the demand backdrop is translating into actual revenue growth, 

backlog expansion and guidance upgrades. Lockheed Martin reported Q2 sales up 11% to US$20.1bn, 

with missile and fire control revenue rising nearly 20% to US$4.1bn. Backlog reached US$230.4bn, helped 

by a multi-year THAAD contract, and the company raised its full-year sales outlook. The missile ramp 

has been driven by PAC-3 and precision-strike production, both of which have been deployed in the Iran 

conflict2. That is a classic replenishment signal. The demand is not one-off. The Pentagon is trying to 

restore inventories while also expanding capacity.

Raytheon (RTX) delivered the same message in a different way. Q2 sales rose 14% to US$24.7bn, adjusted 

EPS increased 21%, and backlog reached US$289bn, including US$119bn in defence. Sales at Raytheon, 

the defence arm of the group, rose 18% to US$8.27bn. RTX raised its full-year sales, EPS and free cash 

flow guidance. Roughly half of Raytheon’s H1 bookings came from international customers, with Europe 

a major contributor3. That matters because it shows the opportunity is not only domestic US restocking. It 

is also allied demand, especially for Patriot, Standard and AMRAAM systems.

Northrop Grumman reinforced the point. The company reported Q2 sales of US$10.9bn, up 5%, with 

net awards of US$20bn and backlog at a record US$105 bn4. It also raised full-year sales and EPS 

guidance. The quality of that backlog matters. Northrop’s awards span strategic systems, mission systems, 

aerospace and space. This is not a short burst of munitions demand. It is a broader rearmament and 

deterrence cycle, with programmes that run for years and often for decades.

Taken together, those results show why defence investors are increasingly focused on pipeline rather 

than just headlines. The Pentagon’s push for higher production, longer framework contracts and domestic 

manufacturing expansion is turning geopolitical stress into a more durable industrial earnings story. 

Lockheed is tripling PAC-3 capacity, RTX is benefiting from missile demand across the US and Europe, 

and Northrop is seeing major awards in strategic and space systems. That is the kind of visibility the sector 

has not always had, and it is why investors are starting to treat defence as a structural earnings theme 

rather than a temporary conflict trade.

Accessing the theme: WisdomTree Global Defence UCITS ETF (WDGF)

The result is a portfolio that captures both sides of the current defence opportunity. On one side are the 

traditional primes, where backlog, capacity and multi-year orders are improving. On the other are the 

newer enablers, such as software, sensors, cyber and data, which are becoming increasingly important 

in modern warfare. WDGF also stays close to the core of the theme. The fund seeks to track the price and 

yield performance of the WisdomTree Global Defence UCITS Index (Ticker: WTGDEFUN Index), which 

requires constituents to derive at least 25% of their revenue from defence activities. That threshold is 

significant. It helps reduce dilution from diversified aerospace and industrial businesses where defence 
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may only be a marginal contributor and instead tilts the portfolio towards companies with more direct 

sensitivity to defence spending outcomes.

Global defence benchmarks typically carry their largest country weight in the United States, a natural 

consequence of the US accounting for roughly a third of world military expenditure5 and being home to the 

prime contractors reporting the record backlogs, as seen in Q2 2026 earnings results. WDGF therefore 

provides meaningful exposure to the very companies at the centre of the restocking cycle: the missile, 

munitions and missile-defence franchises whose order books are being rebuilt over multi-year horizons.

Crucially, however, the opportunity set is not confined to the US, and neither is WDGF. The fund's underlying 

index captures the European rearmament story, which is the fastest regional spending growth since the 

Cold War, alongside allied defence champions benefiting from rising Asia-Pacific budgets and the growing 

international share of US primes' backlogs.

The index methodology is purposefully constructed for thematic purity. Constituents are weighted by their 

Exposure Score, which reflects the proportion of revenues genuinely derived from defence activities, tilting 

the portfolio towards companies whose earnings are most directly geared to rising defence budgets rather 

than diversified industrials with incidental defence exposure.

Valuations Have Moderated

Valuations have become more attractive, not less. The WisdomTree Global defence UCITS Index’s trailing 

P/E has fallen from 40x to 37.1x. The defence sector operates on long-term contracts, meaning that 

earnings expansion takes time to materialize.

As order backlogs convert into revenue and profitability scales up over the next few years, earnings growth 

should drive the P/E ratio down naturally. Through 2026 and 2027, with higher earnings expectations 

already forecasted, valuation multiples should become more attractive.

Source: Bloomberg, WisdomTree as of 19 May 2026. Forecasts are not an indicator of future performance and 
any investments are subject to risks and uncertainties.
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The WisdomTree Global Defence UCITS Index is positioned for strong earnings growth, with earnings 

per share expected to rise by 23.8% in 2026 and 22.8% in 20276. This reflects expanding market 

share, multi-year procurement cycles, and increasing defence budgets globally. With cash flow per share 

expanding as companies scale operations, debt levels are expected to decline, supporting financial 

stability. Dividends per share are also expected to grow over the next two years.

Source: Bloomberg, WisdomTree as of 30 July 2026. Forecasts are not an indicator of future performance and 
any investments are subject to risks and uncertainties.

Conclusion

The investment case is therefore not just that defence spending is rising. It is that spending is becoming 

visible in the income statements of the biggest contractors, and in the backlog lines of the most important 

industrial suppliers. At the same time, the opportunity is broadening geographically. The US is still the 

engine, but Europe is rearming, allies are replenishing stockpiles, and digital defence is becoming more 

relevant. WDGF is well positioned for that mix because it combines the US earnings cycle with the global 

rearmament trade in one portfolio.

1 Center for Strategic and International Studies (CSIS)

2 Reuters as of 23 July 2026

3 Reuters as of 23 July 2026

4 Northrop Grumman as of 21 July 2026

5 Source: SIPRI Stockholm International Peace Research Institute as of 31 March 2026

6 Source: Bloomberg, WisdomTree as of 30 July 2026
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable).Our Conflicts of Interest Policy and Inventory are available on request.

This marketing communication is intended for all investors; however, the WisdomTree products 

described in this document and related materials may be restricted in certain jurisdictions and 

may only be available to particular categories of investors in accordance with applicable laws and 

regulations. Where a product is not authorised or its distribution is restricted in your jurisdiction, it 

is the responsibility of any person or entity in possession of this information to inform themselves 

of, and comply with, all relevant restrictions. Before making any investment, investors should seek 

appropriate legal, regulatory, tax and investment advice to assess the suitability and implications of 

investing in these products. Information about WisdomTree products is available at wisdomtree.eu. 

WisdomTree does not offer investment advice tailored to individual circumstances. Past perfor-

mance is not a reliable indicator of future performance. Any historical performance included in this 

document may be based on back testing. Back testing is the process of evaluating an investment 

strategy by applying it to historical data to simulate what the performance of such strategy would 

have been. Back tested performance is purely hypothetical and is provided in this document solely 

for informational purposes. Back tested data does not represent actual performance and should 

not be interpreted as an indication of actual or future performance. The value of any investment 

may be affected by exchange rate movements. Any decision to invest should be based on the 

information contained in the appropriate prospectus and after seeking independent investment, 

tax and legal advice. The content of this document does not constitute investment advice nor an 

offer for sale nor a solicitation of an offer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the underlying 

index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks 

including among others, general market risks relating to the relevant underlying index, credit risks on 

the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, 

liquidity risks and legal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be construed as, an 

advertisement or any other step in furtherance of a public offering of shares in the United States or any 

province or territory thereof, where none of the issuers or their products are authorised or registered for 

distribution and where no prospectus of any of the issuers has been filed with any securities commission 
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or regulatory authority. No document or information in this document should be taken, transmitted or 

distributed (directly or indirectly) into the United States. None of the issuers, nor any securities issued 

by them, have been or will be registered under the United States Securities Act of 1933 or the Investment 

Company Act of 1940 or qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based on publicly 

available information. Although WisdomTree endeavours to ensure the accuracy of the content in this 

document, WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data 

providers used to source the information in this document make no warranties or representation of any 

kind relating to such data. Where WisdomTree has expressed its own opinions related to product or market 

activity, these views may change. Neither WisdomTree, nor any affiliate, nor any of their respective officers, 

directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss 

arising from any use of this document or its contents.

This document may contain forward looking statements including statements regarding our belief or 

current expectations with regards to the performance of certain assets classes and/or sectors. Forward 

looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance 

that such statements will be accurate and actual results could differ materially from those anticipated 

in such statements. WisdomTree strongly recommends that you do not place undue reliance on these 

forward-looking statements.

WisdomTree Issuer ICAV

Certain funds referred to in this document are issued by WisdomTree Issuer ICAV (“WT Issuer”). WT 

Issuer is an open-ended, umbrella-type Irish Collective Asset-management Vehicle with segregated liability 

between sub-funds and is authorised by the Central Bank of Ireland (“CBI”) as an Undertaking for Collective 

Investment in Transferable Securities (“UCITS”) under Irish law. Each fund is represented by a separate 

class of shares (the “Shares”) issued by WT Issuer.

The Fund is described in a Key Information Document (KID) or Key Investor Information Document (KIID) 

for UK investors, and the prospectus of WT Issuer (“WT Prospectus”). A copy of the WT Prospectus and the 

KID / KIID is available, for EEA/UK only, in English at www.wisdomtree.eu. Where required under national 

rules, the KID will also be available in the local language of the relevant EEA Member State. Investors 

should read the WT Prospectus before investing and should refer to the section of the WT Prospectus 

entitled ‘Risk Factors’ for further details of risks associated with an investment in the Shares.

The summary of investor rights associated with an investment in the fund is available in English on Wis-

domTree Europe’s website. WisdomTree Management Limited may decide to terminate the arrangements 

made for the marketing of its collective investment undertakings. In such circumstances, shareholders in 

the affected EEA Member State will be notified of this decision and will be provided with the opportunity to 

redeem their shareholding in the fund free of any charges or deductions for at least 30 working days from 

the date of such notification.
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For Investors in Switzerland:

This document constitutes an advertisement of the financial product(s) mentioned herein.

The prospectus (in English only) and the key investor information documents (KID) (in German, French 

and Italian) are available from WisdomTree’s website: https://www.wisdomtree.eu/en-ch/resource-li-

brary/prospectus-and-regulatory-reports

For WisdomTree UCITS products only: the representative and paying agent of the ETPs in Switzerland 

is Société Générale Paris, Zurich Branch, Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The 

prospectus, the key investor information documents (KIID), the articles of association and the annual and 

semi-annual reports of the sub-funds are available free of charge from the representative and paying agent. 

As regards distribution in Switzerland, the place of jurisdiction and performance is at the registered seat 

of the representative and paying agent. Some of the sub-funds referred to in this document may not have 

been registered with the Swiss Financial Market Supervisory Authority (“FINMA”). In Switzerland, such 

sub-funds that have not been registered with FINMA may only be available to Qualified Investors.

For Investors in France:

The information in this document is intended exclusively for professional investors (as defined under the 

MiFID) investing for their own account and this material may not in any way be distributed to the public. 

The distribution of the Prospectus and the offering, sale and delivery of Shares in other jurisdictions may 

be restricted by law. WT Issuer is a UCITS governed by Irish legislation, and approved by the Financial 

Regulatory as UCITS compliant with European regulations although may not have to comply with the 

same rules as those applicable to a similar product approved in France. The Fund has been registered 

for marketing in France by the Financial Markets Authority (Autorité des Marchés Financiers) and may be 

distributed to investors in France. Copies of all documents (i.e. the Prospectus, the Key Investor Information 

Document, any supplements or addenda thereto, the latest annual reports and the memorandum of 

incorporation and articles of association) are available in France, free of charge at the French centralizing 

agent, Societe Generale at 29, Boulevard Haussmann, 75009, Paris, France. Any subscription for Shares 

of the Fund will be made on the basis of the terms of the prospectus and any supplements or addenda 

thereto.

For Investors in Malta: This document does not constitute or form part of any offer or invitation to the public 

to subscribe for or purchase shares in the Fund and shall not be construed as such and no person other 

than the person to whom this document has been addressed or delivered shall be eligible to subscribe 

for or purchase shares in the Fund. Shares in the Fund will not in any event be marketed to the public in 

Malta without the prior authorisation of the Maltese Financial Services Authority.

For Investors in Monaco: This communication is only intended for duly registered banks and/or licensed 

portfolio management companies in Monaco. This communication must not be sent to the public in Monaco.

For Investors in Israel: Offering materials for the offering of the Shares and securities have not been 

filed with or approved or disapproved by the United States Securities and Exchange Commission or any 
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other state or federal regulatory authority, nor has any such regulatory authority passed upon or endorsed 

the merits of this offering or passed upon the accuracy or completeness of any offering materials. Any 

representation to the contrary is unlawful. The products mentioned herein have not been approved by 

the Israel Securities Authority and will only be distributed to Israeli residents in a manner that will not 

constitute “an offer to the public” under sections 15 and 15a of the Israel Securities Law, 5728-1968 (“the 

Securities Law”) or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts 

Law “), as applicable. The products are being offered to a limited number of investors (35 investors or 

fewer during any given 12 month period) and/or those categories of investors listed in the First Addendum 

(“the Addendum”) to the Securities Law, “Sophisticated Investors”) who in each case have provided written 

confirmation that they qualify as Sophisticated Investors, and that they are aware of the consequences 

of such designation and agree thereto; in all cases under circumstances that will fall within the private 

placement or other exemptions of the Joint Investment Trusts Law, the Securities Law and any applicable 

guidelines, pronouncements or rulings issued from time to time by the Israel Securities Authority.

This prospectus or this document may not be reproduced or used for any other purpose, nor be furnished 

to any other person other than those to whom copies have been sent. Any offeree who purchases a product 

is purchasing such product for its own benefit and account and not with the aim or intention of distributing 

or offering such product to other parties (other than, in the case of an offeree which is a Sophisticated 

Investor by virtue of it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock 

Exchange, as defined in the Addendum, where such offeree is purchasing a product for another party 

which is a Sophisticated Investor).

Nothing in this document should be considered investment advice or investment marketing as defined 

in the Regulation of Investment Counselling, Investment Marketing and Portfolio Management Law, 

5755-1995. Investors are encouraged to seek competent investment counselling from a locally licensed 

investment counsel prior to making the investment. A recipient of this document may be required to 

provide confirmation that it is a Sophisticated Investor purchasing a product for its own account or, where 

applicable, for other Sophisticated Investors.
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