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Key Takeaways
» Trump’s Ukraine pullback has accelerated Europe’s drive for defence self-reliance.
A new UK-EU defence pact boosts pan-European military funding and cooperation.

e The WisdomTree Europe Defence UCITS ETF (WDEF) offers focused exposure to Europe’s rearma-
ment.

e Related Products WisdomTree Europe Defence UCITS ETF - EUR Acc, WisdomTree STOXX Europe
Aerospace & Defence 3x Daily Leveraged Find out more

Europe’s defence landscape is undergoing a seismic shift amid evolving geopolitical currents. Two recent
developments — US President Donald Trump’s retreat from mediating a Russia—Ukraine ceasefire and a
landmark UK—-EU trade deal granting the UK access to EU defence funding — are reshaping Europe’s
security posture. Together, these events are accelerating Europe’s drive for strategic autonomy in defence
and spurring unprecedented investments in military capabilities.

Implications of Trump’s ceasefire U-turn on European security

Trump’s recent decision to step back from efforts to broker a Ukraine—Russia ceasefire has sent ripples
through European capitals. After a high-profile call with Russia’s Vladimir Putin, Trump announced that
Moscow and Kyiv would “immediately” begin ceasefire talks — but pointedly signalled that the US would
no longer play mediatorl. He declined to impose new sanctions on Russia despite earlier threats, stating
“there’s a chance of getting something done” and warning that “if it doesn’t — just going to have to back
away” 2. In fact, Trump bluntly remarked “This is not my war” as he indicated he might abandon the peace
process without progress.

European leaders reacted with alarm. On being briefed about Trump’s call, EU officials vowed to increase
pressure on Moscow —announcing new sanctions even as Washington held off3. The optics of an American
president reluctant to support Ukraine reinforced Europe’s realisation that it may be left to fend for its own
security.

UK—-EU defence pact: A new era of cooperation

In a parallel development, Europe has been bolstering its internal unity through a major UK—EU trade and
security deal. This recently struck agreement — part of a wider post-Brexit economic pact — includes a
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formal defence and security partnership between Britain and the EU4. Notably, the UK will also join an EU
military mobility project (PESCO) to facilitate the rapid movement of troops and equipment across Europe.
After years of Brexit-related estrangement, Britain and Europe are again closing ranks on defence — a
significant geopolitical shift on its own.

Crucially, the agreement “paves the way” for UK-based defence firms to access the EU’s hefty defence
funding programs. In particular, the UK is poised to participate in the EU’s new Security Action for Europe
(SAFE) initiative — a €150 billion fund (about £130 billion) providing loans for joint defence projects. By
welcoming the UK into such initiatives, Europe is fortifying a pan-European defence ecosystem capable
of deterring threats independently. In sum, this deal is a force multiplier: it strengthens Europe’s defence
technological and industrial base (DTIB) and aligns British and EU security policy at a time when a cohesive
front is needed against common adversaries.

Strategic autonomy and a surge in defence investment

Taken together, Trump’s quasi-isolationist stance and the UK—EU defence rapprochement are accelerating
a trend already in motion — Europe’s dramatic increase in defence spending and autonomy. The war in
Ukraine had acted as an initial wake-up call, shattering illusions about Europe’s security environment.
Now, transatlantic uncertainties are cementing the resolve to rearm. The result is nothing less than an
historic ramp-up in European defence investment.

Targeted exposure with WisdomTree to Europe’s defence buildout

For those seeking to capitalise on this theme, the WisdomTree Europe Defence UCITS ETF (WDEF) offers
a unique, targeted exposure. Launched on 11 March 2025, this exchange-traded fund (ETF) is the first
of its kind focusing exclusively on Europe’s defence and aerospace sector. In the first 10 weeks since
launch, the ETF has garnered more than US$2Bn in AUM, indicating strong investor interest in European
companies that are at the heart of Europe’s defence policy priorities. The ETF tracks an index of European
companies generating at least 10% of their revenue from the defence sector, allowing investors to gain
broad coverage of the key players driving Europe’s rearmament. WDEF prioritises companies with a higher
exposure to the defence industry by assigning an exposure score:

e Exposure Score 3: companies with > 50% exposure to defence activities
e« Exposure Score 2: companies with 25% to 50% exposure to defence activities

e Exposure Score 1: companies with 10% to 25% exposure to defence activities
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Companies will then be weighted by free-float market capitalisation adjusted by the exposure score. Unlike
the MSCI Europe Aerospace and Defence Index which follows a market cap-weighted approach based on
GICS classification. WisdomTree’s differentiated approach of adjusting the free float market capitalisation
by the exposure score allows the portfolio to be tilted towards companies generating a higher revenue
exposure from the defence sector. Currently, 70.8% of the WisdomTree Europe Defence UCITS Index

is allocated to companies with > 50% defence revenue, compared to only 40% in the MSCI Europe
Aerospace and Defence index5.

Spotlight on UK defence champions inside WDEF

The ETF holds a portfolio of around 24 companies, representing the core of Europe’s defence industry.
Several holdings are involved in joint European projects (like the Eurodrone UAV, the future fighter jet
programs, or EU-funded R&D via the European Defence Fund). As the UK—EU deal enables British firms
to partake in EU initiatives, the fund’s inclusion of UK’s prime defence contractors like BAE and Rolls-Royce
plus niche specialists like Babcock and QinetiQ, ensures investors also benefit from that new opportunity.

Importantly, the country mix of the WDEF is balanced among Europe’s defence heavyweights — 28%
France, 25% UK, 18% Germany, 13% ltaly, with the remainder spread across Sweden, Spain, Norway
and others.

Conclusion

Europe is entering a new era of defence self-reliance and military investment. Trump’s pullback from
Ukraine diplomacy has only stiffened Europe’s resolve to bolster its own security, while the UK—-EU trade
deal has removed barriers to continent-wide defence cooperation. The geopolitical and policy shifts are
clear: European strategic autonomy in defence is no longer just a buzzword but a guiding principle backed
by budgets and action. This paradigm shift is translating into real opportunities for Europe’s defence
industry — and those investing in it. European defence equities have rallied strongly, and the long-term case
for the sector remains compelling as European governments ramp up spending on rebuilding deterrence.
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1Politico.com as of 19 May 2025

2Reuters as of 19 May 2025

3Reuters as of 20 May 2025

4Bloomberg as of 20 May 2025

5Source: WisdomTree, Bloomberg, FactSet. Holdings as of 31 April 2025. Defence revenue exposure is
sourced from multiple in-house and external sources. WisdomTree / WTEUDEFN denotes WisdomTree
Europe Defence UCITS Index (NTR). MSCI/ MXEUOAD denotes MSCI Europe Aerospace & Defence In-
dex.You cannot invest directly in an index. Historical performance is not an indication of future performance
and any investments may go down in value.
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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 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 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
Europe¥ss 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
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. Notice to Investors in Switzerland — Qualified Investors This
document constitutes an advertisement of the financial product(s) mentioned herein. The prospectus and
the key investor information documents (KIID) are available from WisdomTree¥s websitédtttps://www.wis-
domtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports 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 shall be distributed
exclusively to qualified investors, as defined in the Swiss Federal Act on Collective Investment Schemes
or its implementing ordinance (each, as amended from time to time). The representative and paying agent
of the sub-funds 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. For Investors in France:
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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. 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.
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