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Key Takeaways

* Europe’s rearmament is increasingly about bottlenecks (power, resilient sensing/navigation, integra-
tion), not just bigger platform orders.

* Rolls-Royce and Safran sit where modern warfare pressure is highest: electrical power/thermal
demands and Global Navigation Satellite System.

e Airbusis levered to the shift toward networked, multi-domain capability ecosystems that drive follow-on
upgrades.

Europe's rearmament is shifting from platforms to enabler

The European ‘rearmament cycle’is not simply about buying more of yesterday’s platforms. Europe’s real
constraint and real investment signal is where new capability gets built: propulsion and power, resilient
sensing and navigation, and networked systems that connect everything from crewed aircraft to uncrewed
swarms and satellites. Rolls-Royce, Safran, and Airbus each map into those bottlenecks. And bottlenecks,
in defence, tend to be where budgets become durable.

So why focus on these three? Because they represent the parts of the European defence stack where
technology is moving fastest and where ‘future capability’ is likely to be funded first.

This mix matters. Joint procurement and ‘European preference’ mechanisms (even if imperfect) tend to
favour large integrators and suppliers embedded in multi-nation programmes. That's Airbus. It tends to
favour sovereign propulsion and power. That's Rolls-Royce (and, in a different lane, Safran). And it tends
to favour resilient sensing and navigation. That's Safran.

Three choke points in future European defence

Rolls-Royce is often treated as ‘an engine company, but in European defence it's better understood as a
sovereign power provider across domains: submarines, combat air, and the enabling infrastructure that
sustains both.
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On the naval side, Rolls Royce signed an 8-year ‘Unity’ contract with the UK Ministry of Defence covering
research and technology, design, manufacture, and in service support for the nuclear reactors that
power the Royal Navy’s submarine fleet, worth about £9bn1 That is not a one-off order. It's a long
duration industrial framework. In defence terms, that's ‘visibility, and in technology terms, it means ongoing
investment in advanced nuclear engineering, safety, materials, and production throughput.

On the air side, Rolls Royce’s relevance isn't just legacy platforms, it’s the ‘power and thermal’ requirements
of what comes next. The Eurofighter Typhoon’s EJ200 engine is a consortium product where Rolls-Royce
is a key partner, and the company emphasises integrated digital control and lifecycle support, exactly the
kind of sustainment flywheel that keeps margins resilient even when new-build cycles wane.

Choke point 1: Rolls-Royce as Europe’s sovereign power provider

Rolls-Royce is a propulsion partner in the Global Combat Air Programme (GCAP), working with IHI and
Avio Aero on a next generation power and propulsion system, explicitly calling out higher aircraft electrical
power loads and advanced materials/manufacturing techniques. That last part is critical. Sixth generation
air systems are not simply faster jets. They’re flying power stations supporting sensors, electronic warfare,
and secure networking. Rolls-Royce sits directly in that problem set.

When it comes to Rolls-Royce, it is worth watching the trajectory of advanced materials, digitally engi-
neered design-to-production, and integrated power generation, not as buzzwords, but as requirements for
next-generation aircraft and submarine programs.

Choke point 2: Safran and the race for resilient navigation and sensing

Then comes Safran. Safran is a clear ‘new-tech lever’ at the intersection of precision navigation, timing,
and modern optronics, areas where the nature of conflict is forcing rapid upgrades.

Safran is unusually direct about the operational environment: it frames inertial navigation plus secure
timing as critical for integrity-checking satellite signals and protecting vital communications. Jamming and
spoofing are no longer edge cases; they are baseline assumptions for peer conflict. The implication is that
inertial and resilient timing migrate from ‘nice-to-have’to ‘procurement must-have. In a world where Europe
is trying to reduce dependency and improve sovereign capability, those statements translate into strategic
relevance.

Where the future gets particularly interesting is uncrewed systems. The throughline here is simple: sensors
are becoming software-defined, and the value is increasingly in detection, classification, and decision
support. These capabilities reward companies that can fuse optics, electronics, stabilisation, and onboard
processing. Safran sits in a unique position between resilience and sensing. They scale across platforms,
manned aircraft, uncrewed aircraft, land vehicles, naval systems, so they’re less hostage to any single
program and ‘one big aircraft.

Choke point 3: Airbus as the systems integrator for multi-domain Europe
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If Rolls-Royce is about power and Safran is about resilience, Airbus is about integration, building the
‘system of systems’ architecture Europe increasingly wants.

Airbus presents its defence portfolio as spanning Eurofighter, A400M, A330 MRTT, and unmanned sys-
tems like Eurodrone, while emphasising interoperability across land, air, sea, space, and cyber domains.
That matters. Europe isn't just buying platforms. It's trying to build the connective tissue.

This is where the technology outlook becomes less speculative and more structural:

 Networked combat turns secure communications, data links, encryption, and cloud architecture into
prime budget items.

e Manned-unmanned teaming turns autonomy and mission-system integration into a persistent re-
search and development spend category.

e Multi-domain operations pull military space and satellite communications into the ‘critical path, not
as an add-on.

Eurodrone is the near-term manifestation of that direction. Airbus describes it as Europe’s sovereign
remotely piloted aircraft capability. Whether one is bullish or sceptical on any single drone program, the
strategic message is clear: Europe is trying to internalise intelligence, surveillance and reconnaissance
(ISR) and uncrewed capability rather than rent it.

Airbus is levered to the shift from ‘platform procurement’ to ‘capability ecosystems.’ That's stickier, more
software-heavy, and likely to generate follow-on upgrade cycles, if Europe can execute and avoid multi-year
program slippage.

Where Europe’s defence tech spending clusters next

Theme 1: Power, thermal management and advanced propulsion. Zooming out, Europe’s next decade of
defence tech investment clusters around five themes:

Electrical power, thermal management, and advanced propulsion

Next-gen sensors and electronic warfare require power; power creates heat; heat kills performance.
Rolls-Royce is explicitly designing systems.

Resilient navigation and timing

Safran frames this directly and positions its solutions for precisely that environment.

Combat cloud, secure connectivity, and manned-unmanned teaming

Airbus is explicitly building toward a combat cloud architecture and remote carriers under FCAS2

Three pillars, one direction: Power, data and resilience
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This is why these three names matter inside a basket like WDEF: they're not ‘one product bets. They are
enabling-layer companies: power, sensing, integration, that tend to be funded repeatedly as doctrines
evolve.

The WisdomTree Europe Defence UCITS ETF (WDEF) is a portfolio expression of a European rearmament
that targets defence revenue exposure and weights accordingly. Within that lens, Rolls-Royce, Safran, and
Airbus map to three of the most durable pillars of the next decade of European defence modernisation:

* Rolls-Royce: sovereign power; nuclear propulsion, combat-air propulsion, and next-gen electrical
power demands.

e Safran: resilient navigation/timing and optronics; capabilities that scale across platforms and become
essential in GNSS-denied conflict.

e Airbus: systems integration; combat cloud, uncrewed teaming, and military space/connectivity as the
connective tissue of modern defence.

Europe’s defence future is increasingly a contest over power, data, and resilience.
1 Rolls-Royce as of 24 January 2025.

2 The Future Combat Air System.
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Important Risks Related to this Article

IMPORTANT INFORMATION

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United
Kingdom Financial Conduct Authority. 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 Wis-
domTree UK Limited are each referred to as “WisdomTree” (as applicable). Our Conflicts of Interest Policy
and Inventory are available on request. This marketing communication has been prepared for professional
investors, but the WisdomTree products set out in this document may be available in some jurisdictions to
any investors, subject to applicable laws and regulations. As the product may not be authorised or its oering
may be restricted in your jurisdiction, it is the responsibility of every person or entity to satisfy themselves
as to the full observance of the laws and regulations of the relevant jurisdiction. Prior to any application
investors are advised to take all necessary legal, regulatory, tax and investment advice on the suitability
and consequences of an investment in the products. Past performance 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 aected by exchange rate movements. Any decision to invest should be based
on the information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice. These products may not be available in your market or suitable for you. The content

of this document does not constitute investment advice nor an oer for sale nor a solicitation of an oer

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 oering 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 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
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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 ailiate, nor any of their respective oicers, 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 dier 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 The products discussed in this document
are issued by WisdomTree Issuer ICAV (“WT Issuer”). WT Issuer is an umbrella investment company with
variable capital having segregated liability between its funds organised under the laws of Ireland as an Irish
Collective Asset-management Vehicle and authorised by the Central Bank of Ireland (“CBI”). WT Issuer
is organised as an Undertaking for Collective Investment in Transferable Securities (“UCITS”) under the
laws of Ireland and shall issue a separate class of shares ("Shares”) representing each fund.

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¥a 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 WisdomTree
EuropeV¥agebsite. WisdomTree Management Limited may decide to terminate the arrangements made for
the marketing of its collective investment undertakings. In such circumstances, shareholders in the aected
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. 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 WisdomTreeVas websitéttps://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
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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
oering, 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 oer 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.
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