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Key Takeaways

e Al's energy demands are soaring: tech giants are turning to nuclear power to secure reliable energy
for data centres.

e Regulation is shifting: a more accommodative stance in the US could fuel tech innovation, while
cybersecurity threats rise.

e Europe is rearming: with US military support uncertain, European nations are ramping up defence
spending and self-sufficiency.

e Related Products WisdomTree Cybersecurity UCITS ETF — USD Acc, WisdomTree Europe Defence
UCITS ETF - EUR Acc, WisdomTree Uranium and Nuclear Energy UCITS ETF - USD Acc Find out
more

How different was the world when President Trump first took office on 20 January 20177 Consider these
contrasts between then and the close of 2024: the S&P 500 surged from 2,271.31 to 5,881.63—a gain of
259%. Bitcoin, once a fringe asset priced at $900, soared past $100,000 as institutional adoption became
mainstream. Nvidia transformed from a relatively unknown company with a $59 billion market cap into a
$3 trillion industry giant, while Elon Musk’s net worth skyrocketed from $12.9 billion to over $400 billion1.

For investors, such rapid change creates opportunities. Thematic investing is about identifying and
capitalising on these frontiers of growth. As we step into Trump 2.0, the world will certainly evolve, and
markets will inevitably move. This outlook highlights three themes that investors should consider to capture
the next wave of growth.

Energy independence will be in focus

Artificial intelligence (Al) is at the heart of the next technological revolution, and it is an energy-intensive
industry. The International Energy Agency highlights that a single ChatGPT query consumes ten times the
energy of a typical Google search—illustrating just how power-hungry Al truly is. With an explosion in data
centres, companies are actively seeking long-term energy solutions.
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Figure 1: Data centre power demand is expected to rise significantly in
the US

700
600
500
400
300
200

100

Terawatt-hours (TWh)

2023 2024 2025 2026 2027 2028 2029 2030

US data centre energy consumption

Source: Global Energy Perspective 2023, McKinsey, 18 October 2023, McKinsey analysis. Forecasts are
not an indicator of future performance and any investments are subject to risks and uncertainties.

Big tech has already started securing energy sources to meet its growing demand. In October 2024,
Google announced a partnership with Kairos Power to develop small modular reactors (SMRs) that will
supply clean, reliable energy to its data centres by 2030. Unlike traditional nuclear reactors, SMRs are
smaller, factory-built, and deployable closer to demand centres, making them an attractive solution for
technology firms. Amazon and Microsoft are also turning to nuclear energy. Microsoft’s deal to power its
data centres with energy from the Three Mile Island plant—America’s most infamous nuclear site—once
it reopens in 2028 is a testament to the resurgence of nuclear energy.

With Trump back in power, energy independence will likely become a focal point. Europe, having reduced
its reliance on Russian gas since the Ukraine war, is also looking for long-term energy solutions. While
Trump has pushed for increased US energy exports to Europe, logistical challenges remain. Consequently,
Europe is accelerating its efforts in renewable and nuclear energy. France plans to build six new nuclear
reactors at an estimated cost of €50 billion, while the UK is advancing projects like the Sizewell C plant to
integrate nuclear into its net-zero strategy.
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As energy-intensive industries grow, nuclear power is emerging as a cornerstone of sustainable energy
strategies alongside wind and solar. This year, nuclear energy will undoubtedly claim a significant seat at
the table.

Deregulation will drive more tech innovation

Regulatory environments can either stifle or stimulate innovation. US Senator JD Vance, speaking at
the Paris Al Summit earlier this month, highlighted how European regulation is restricting Al growth.

He emphasised that regulation should facilitate, not hinder, innovation. This sentiment is gaining traction
globally, suggesting that the tone from the top is shifting towards a more accommodative regulatory
backdrop for Al.

Deregulation could further accelerate advancements in Al, blockchain, and cryptocurrencies. Elon Musk, a
close presidential adviser, has emphasised the importance of reducing regulatory barriers to technological
progress. This aligns with the significant capital expenditures undertaken by major tech firms in 2024, a
trend that is expected to continue.

Figure 2: Average cost of data breach in USD millions
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However, with increased innovation comes heightened cybersecurity risks. Figure 2 shows the steady rise
in the average cost of data breaches, with a notable surge in 2024 as Al tools become more accessible
and sophisticated. Cybersecurity is now a crucial aspect of corporate strategy, as companies grapple with:

e Al-powered threats: deepfakes and Al-driven cyber-attacks are becoming more sophisticated.
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»  Geopolitical risks: state-sponsored cyber-attacks are increasingly targeting critical infrastructure.

e Quantum computing: advancements in quantum computing could render current encryption methods
obsolete.

As the digital economy expands, the demand for cybersecurity solutions will grow exponentially. Compa-
nies that develop robust security infrastructure will be well-positioned to thrive in this evolving landscape.

Geopolitics will keep defence demand high

The geopolitical landscape is shifting, with Europe taking on greater responsibility for its own defence. The
US has signalled that its military support for Europe will not be guaranteed, prompting European nations
to strengthen their defence capabilities.

Figure 3: NATO allies defence spending following Russia’s invasion of
Ukraine

Source: Atlantic Council, WisdomTree. 2024 numbers are estimates. Iceland excluded as it does not have

a standing army.

The UK has committed to increasing its defence budget to 2.5% of GDP by 2027, with a long-term goal of
reaching 3%. Germany’s new leadership has also emphasised bolstering European defences, recognising
the need for military self-sufficiency. European Commission President Ursula von der Leyen has proposed
tapping into €93 billion of unspent COVID-19 recovery funds to finance defence spending. These measures
indicate a significant pivot towards enhanced European military readiness.

Unsurprisingly, European defence stocks have reacted positively to these developments. The surge in
defence spending will likely benefit companies specialising in military technology, cybersecurity, and
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advanced weaponry. As geopolitical tensions persist, investors should keep a close eye on the defence
sector.

Conclusion

President Trump’s administration is set to champion technological innovation, with a more favourable
regulatory environment accelerating Al adoption—reinforcing the urgent need for stronger cybersecurity.
Meanwhile, the demand for secure and scalable energy solutions is driving a nuclear resurgence. At the
same time, Europe’s move toward military self-sufficiency marks a significant geopolitical shift. As these
themes evolve, markets will inevitably take notice, creating opportunities for investors.

For WisdomTree’s full Market Outlook, please click here.

1 Forbes, Bloomberg, February 2025.
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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.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

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 or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. 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.
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