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Key Takeaways

• Europe's equity story is being driven by defense rearmament, stronger bank earnings, energy infra-

structure investment and world-class healthcare companies, not just its traditional export economy.

• Rising defense budgets, higher interest rates and long-term energy investment are creating durable 

earnings opportunities across sectors that the WisdomTree Europe Quality Dividend Growth Fund 

(EUDG) is well positioned to capture.

• EUDG provides exposure to Europe's overlooked quality companies across healthcare, financials and 

industrials, many of which still trade at discounts to U.S. peers.

Those not directly studying Europe may miss an array of dynamic stories:

• Europe's continued rearmament after decades of underinvestment in defense

• The repricing of Europe's banking sector after years of near-zero interest rates

• Europe's reinvestment in the physical infrastructure supporting its energy transition

• Europe’s cluster of world-class healthcare and industrial franchises that have long traded at discounts 

to U.S. equivalents despite comparable business quality

The WisdomTree Europe Quality Dividend Growth Fund (EUDG) provides a lens through which these 

narratives become visible. None of them depend on the export story, and each stands on its own.

Rearmament: Europe's Once-in-a-Generation Defense Spending Cycle

Perhaps no theme in European equities is more consequential or more misunderstood by investors 

anchored to older mental models than the continent's rearmament cycle. For most of the post-Cold War 

era, European NATO1 members treated defense as a budget line to be managed downward. The 2014 

Wales Summit commitment to spend 2% of gross domestic product (GDP) on defense was widely ignored, 

and in that year, only three of the alliance's members met the target.2

That era is over. At the 2025 NATO Summit in The Hague, 31 of 32 member states committed to 

raising defense and security-related expenditure to 5% of GDP by 2035, and The commitment includes 

a two-tiered structure requiring at least 3.5% for core military expenditures and up to 1.5% for adjacent 
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security domains including cyber, critical infrastructure, and defense innovation.3 In 2025, for the first 

time in recorded NATO history, every single ally met or exceeded the 2% threshold. European allies and 

Canada collectively increased defense spending by 20% in real terms versus 2024, investing a combined 

$574 billion. Between 2014 and 2025, European NATO members more than doubled their annual defense 

expenditure in real terms, a 106% increase.4

The numbers at the country level are equally striking.5

• Germany's defense budget rose 18% in 2025 alone, bringing it to €95 billion, double its 2021 level, 

with projections of €117.2 billion in 2026 and €162 billion by 2029

• France increased its 2026 defense allocation to €68.5 billion

• Poland: 4.48% of GDP

• Lithuania: 4.0%

• Latvia: 3.73%

This is not cyclical procurement; it is a structural, multi-decade spending commitment mandated by 

geopolitical necessity and formalized in treaty.

EUDG's holdings translate this macro commitment into identifiable corporate beneficiaries. Rheinmetall, 

the German defense and technology group, reported 2025 defense sales of €9.9 billion, up 29% 

year-on-year, with an operating profit of €1.84 billion, up 33%, and a record order backlog of €63.8 billion, 

itself up 36% from the prior year. The company is guiding for revenue of €14 billion to €14.5 billion in 2026, 

representing growth of up to 45%, and expects its backlog to more than double to €135 billion by year-end.6 

BAE Systems, Rolls-Royce, Thales, Safran, Leonardo, Kongsberg, Dassault Aviation, Saab, and Hensoldt 

round out a cluster of EUDG holdings that collectively span land systems, aerospace propulsion, naval 

platforms, electronic warfare, and space, the full domain architecture that European governments are now 

committed to rebuilding.7

What makes this theme unusual, and unusually durable, is its source of funding. Government defense 

budgets, once committed at the political level, are among the most predictable revenue streams in industrial 

history. Order backlogs of the scale now accumulating at Rheinmetall and its peers do not evaporate with 

a change in consumer sentiment or a turn in the inventory cycle. They tend to convert into revenue over 

years and decades.

Healthcare: A Continent That Punches Above Its Weight in Drug Development
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The global pharmaceutical industry's most discussed story of the past five years, specifically, the GLP-1 

revolution in obesity and diabetes care, has a Danish postcode. Novo Nordisk, the Copenhagen-based 

manufacturer of Ozempic and Wegovy, reported 2025 sales of its obesity care products at DKK 82.3 billion 

(approximately $12.5 billion), while Ozempic, its semaglutide treatment for type 2 diabetes, generated a 

further DKK 127 billion (approximately $19.3 billion), reflecting the breadth of the franchise across two 

major indications. Novo held a 59.6% branded volume market share of the global GLP-1 obesity market 

in 2025, in a category that saw 104% volume growth year-on-year.8

Novo Nordisk does not stand alone in EUDG's healthcare cluster.9

• Novartis and Roche, both Swiss, represent two of the world's most durable pharmaceutical and 

diagnostics franchises respectively.

• AstraZeneca, technically a UK-Swedish company headquartered in Cambridge, has executed one of 

the most impressive pipeline rebuilds in industry history over the past decade and is now among the 

world's ten largest pharmaceutical companies by revenue.10

• GSK, UCB, Recordati, Biomerieux, and DiaSorin add depth across vaccines, immunology, specialty 

pharmaceuticals, and medical diagnostics.

Europe's healthcare sector, taken in aggregate, is not a follower of American pharmaceutical innovation. 

Rather, it is one of its primary sources.

Banking: A Sector Repriced for a World That No Longer Has Zero Interest Rates

For roughly a decade beginning in June 2014, the European Central Bank's negative interest rate policy 

compressed the net interest margins of European banks, particularly deposit-reliant retail banks, creating 

persistent headwinds for profitability across the sector.11 Many investors absorbed that experience as a 

permanent feature of European banking and wrote the sector off accordingly. The rate environment has 

fundamentally changed, and so has the earnings picture.

The European Central Bank's May 2026 Financial Stability Review reported that euro area banks delivered 

return on equity levels averaging close to 10% in 2025.12

• Lloyds Banking Group, one of EUDG's UK banking holdings, reported statutory profit before tax of £6.7 

billion for 2025, up 12% year-on-year, driven by a 3.06% banking net interest margin, with a return on 

tangible equity target above 16% for 2026.13

• EU/EEA banks entered 2026 with an average CET1 capital ratio of 16.3%, according to the European 

Banking Authority.14

EUDG's banking exposure is varied:

• BBVA and Banco Comercial Português in Iberia

• ING and Erste Group across northern and central Europe

• Raiffeisen and Bawag in Austria

https://www.wisdomtree.com/us/insights/blog/europe-s-other-story-five-reasons-the-continent-s-equi-

ties-are-worth-a-closer-look

https://www.wisdomtree.com/us/products/equity/eudg
https://www.wisdomtree.com/us/products/equity/eudg
https://www.wisdomtree.com/us/products/equity/eudg


WISDOMTREE BLOG

• Bank of Ireland

• Bank of Georgia and TBC Bank, both listed on the London Stock Exchange and domiciled in Tbilisi, 

represent something genuinely unusual in a European equity fund, which is banking franchises 

delivering returns on equity above 25% while operating in an economy that has grown at 7–8% annually 

in real terms. Georgia has been one of the fastest-growing economies on the European periphery 

for the better part of a decade, and both banks have compounded those conditions into exceptional 

financial results. TBC Bank reported a return on equity of 24.2% for 2025, holding 37% market share 

in both loans and deposits in Georgia, while Bank of Georgia delivered a return on equity above 30% 

in the fourth quarter of the same year. For context, as we mentioned earlier, European bank return on 

equity averaged close to 10% in 2025. The Georgian banks are operating in a different growth regime 

entirely, and investors willing to look beyond the conventional European banking map can access it 

through EUDG.15

The latter two are not conventional additions to a European equity fund. They represent exposure to 

economies that have been growing at rates more commonly associated with emerging Asia, served by 

banks with dominant domestic market positions and returns on equity well above the European average.

Infrastructure and Industrials: Europe Rebuilding Its Own Productive Capacity

Two related themes in EUDG that often go unnoticed by investors scanning for the headline names deserve 

attention:

1. The physical buildout of Europe's energy transition

2. The cluster of Scandinavian and British industrial companies that hold global leadership positions in 

remarkably narrow, defensible niches

Energy

On the energy side, SSE and RWE are utilities anchored to Europe's renewable infrastructure buildout, 

which includes wind, solar, grid storage, and transmission.

Prysmian and Nexans manufacture the high-voltage cables through which renewable electricity travels 

from generation to consumption; both have multi-year order books tied to offshore wind interconnection 

and grid expansion programs across the continent.

Rexel distributes electrical equipment to the installers and contractors who physically build out that 

infrastructure at the last mile.

These are not glamorous businesses, but they are embedded in one of the most capital-intensive and 

government-supported long-cycle spending programs in Europe's post-war economic history.

Selection of Scandinavian and British Industrials

The Scandinavian and UK precision industrial cluster in EUDG is equally distinctive.
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Atlas Copco, Sandvik, Epiroc, and Konecranes are Swedish and Finnish companies with global leadership 

positions in compressors, cutting tools, mining equipment, and industrial cranes respectively, categories 

where switching costs are high, aftermarket service revenues are durable, and margins reflect genuine 

technological differentiation.

Halma, Spirax-Sarco, IMI, and the Weir Group add UK engineering depth across safety systems, steam 

engineering, flow control, and mining services.

These companies rarely appear in discussions of European equity opportunity, but their financial charac-

teristics, which include consistent returns on capital, recurring revenue streams, and disciplined capital 

allocation, are exactly what quality-oriented investors tend to seek.

Two Lenses, One Continent

EUDG, based on its underlying exposure, connects investors to Europe's own internal inflection, a 

continent that is simultaneously rearming, repricing its financial sector, reinvesting in its energy grid, and 

home to some of the world's most durable pharmaceutical and industrial franchises.

Figure 1: EUDG Weights of Companies Mentioned

Source: WisdomTree, specifically the EUDG fund page with holdings and weights as of June 26, 2026. For 

current holdings of EUDG, please click here. Holdings are subject to risk and change.
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Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Foreign investing involves 

special risks, such as risk of loss from currency fluctuation or political or economic uncertainty. This Fund 

focuses its investments in Europe, thereby increasing the impact of events and developments associated 

with the region which can adversely affect performance. Growth stocks, as a group, may be out of favor 

with the market and underperform value stocks or the overall equity market. Growth stocks are generally 

more sensitive to market movements than other types of stocks. Dividends are not guaranteed and a 

company currently paying dividends may cease paying dividends at any time. As this Fund can have a high 

concentration in some issuers, the Fund can be adversely impacted by changes affecting those issuers. 

The Fund invests in the securities included in, or representative of, its Index regardless of their investment 

merit and the Fund does not attempt to outperform its Index. Please read the Fund’s prospectus for specific 

details regarding the Fund’s risk profile.

https://www.wisdomtree.com/us/insights/blog/europe-s-other-story-five-reasons-the-continent-s-equi-

ties-are-worth-a-closer-look


