
L ike the United States, Europe has its own defense complex made up of 
companies located primarily in the United Kingdom, France, Germany, 
and the Nordic countries.  Differences do exist considering Europe has 

underinvested in military defense ever since the fall of the Soviet Union in 1991, 
when compared to American spending.  Recent events between Russia, Ukraine, 
and a new administration in Washington have brought forth a high demand for 
European defense contractors. 

 In effect, the United States is forcing our European allies to build up their 
military forces.  Originally, the goal was to just get Europe to meet its stated 2% 
of GDP (gross domestic product) toward defense spending.  Many European 
countries, like Italy and Spain, were looking toward the end of the decade to meet 
these targets, while Germany remained noncommittal.  Washington is sending a 
clear signal and, by forcing Europe to carry out potential peacekeeping duties 
within Ukraine, it is exposing our E.U. counterparts’ inability to forward deploy 
combat brigades.  U.K. Prime Minister Starmer has volunteered British-led forces 
to act as peacekeepers within Ukraine, but only if there is an American 
“backstop.”  Put simply, if European forces get in trouble… we need help, while 
also needing help getting to Ukraine since their forces lack the troop transports 
that the United States provides NATO. 

 In the aftermath, Germany is trying to pass a €200 billion supplemental 
military bill as of last week. The European Commission proposed extending €150 
billion in loans to boost defense spending in the short-term while allowing a 
waiver of E.U. budget rules that would allow an additional €650 billion in de-
fense spending over the next four years without triggering budget penalties.  This 
has created a wonderful investment environment within European Defense stocks 
with individual companies reporting gains of 25%-82% year-to-date, as of  
March 5, 2025.    

 The bullish investment thesis going forward rests on the United States 
demanding that allies meet their 2% of GDP requirements for NATO member-
ship, the lack of defense spending by these countries since 1991, and a European 
initiative that required more weapons purchases to be done within the E.U. in-
stead of outside countries. If this thesis is true, a tailwind should remain for Euro-
pean and American defense firms as NATO countries bolster their capabilities to 
counter rising threats from the east. The bearish view would be if peace is 
achieved between Russia and Ukraine, Europe may go back to its post-Soviet 
Union mentality, leaving military spending levels where they have been for the 
past decade. In this scenario, recent gains by European defense firms would be 
fleeting.  
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Please remember that past performance is no guarantee of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance 
of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc. [“VASI]), or 
any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable 
for your portfolio or individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of 
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personalized invest-
ment advice from VASI. No amount of prior experience or success should not be construed that a certain level of results or satisfaction if VASI is engaged, or continues to be engaged, to provide 
investment advisory services. VASI is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or accounting advice. A 
copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com.  Please Remember: If you 
are a VASI client, please contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our 
previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services.  Unless, and until, you notify us, in 
writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at least quarterly) from 
the account custodian. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and general-
ly do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of 
decreasing historical performance results.  It should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) perfor-
mance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; *Please Note: Ranking Limitations. Neither rankings 
nor recognitions by unaffiliated rating services, publications, media, or other organizations,  nor the achievement of any professional designation, certification, degree, or license, membership in 
any professional organization, or any amount of prior experience or success, should be construed by a client or prospective client as a guarantee that the client will experience a certain level of 
results if the investment professional or the  investment professional’s firm is engaged, or continues to be engaged, to provide investment advisory services. A fee was not paid by either the 
investment professional or the investment professional’s firm to receive the ranking. The ranking is based upon specific criteria and methodology (see ranking criteria/methodology). No ranking 
or recognition should be construed as an endorsement by any past or current client of the investment professional or the  investment professional’s firm.  ANY QUESTIONS: VASI’s Chief 
Compliance Officer remains available to address any questions regarding rankings and/or recognitions, including the criteria used for any reflected ranking. 

Bull and Bear Bulletin ● March  2025 ● Page 2 


