U.S. President's Ukraine stance sparks historic surge in global defence stocks
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Defence stocks globally have surged following a significant rhetorical shift by U.S. President Donald Trump regarding the conflict in Ukraine. After meeting Ukrainian President Volodymyr Zelenskyy at the United Nations General Assembly, Trump stated that Kyiv could reclaim all territory seized by Russia—a marked departure from his previous calls for compromise. This change signaled to markets that the conflict might escalate rather than ease, prompting an immediate positive response in defence equities.
European defence shares swiftly climbed, with the STOXX aerospace and defence index reaching new highs. Leading firms such as BAE Systems, Rheinmetall, Thales, and Saab saw notable gains as investors anticipated sustained weapon commitments from Europe and continuing U.S. logistical support via NATO. Analysts viewed Trump's endorsement of Ukrainian victory as a catalytic moment, effectively repositioning defence stocks from short-term geopolitical hedges to core growth investments for the coming decade.
This optimistic market reaction aligns with broader trends of rising military expenditures. NATO members are committing to ever-increasing defence budgets, with targets to reach 2.5% of GDP by 2030 and discussions underway to potentially raise this to 5% by the mid-2030s. Germany's €100 billion special defence fund is nearing full allocation, and further funding packages are in development. Other European countries, including Poland, France, Italy, and the UK, are also boosting procurement budgets, focusing on drones, missile systems, cyber-defence, and modernization of their forces.
Globally, defence spending is at historic highs, with the Stockholm International Peace Research Institute estimating an all-time record of $2.6 trillion in 2024, expected to rise in 2025. The U.S. defence budget alone is set to surpass $900 billion, while Asian powers such as Japan and India are rapidly expanding their military allocations. This elevated spending represents a structural re-rating of national security as an economic priority rather than temporary wartime expenditure.
The modern defence industry now extends well beyond traditional weaponry, encompassing advanced technologies like satellites, hypersonic propulsion, autonomous systems, quantum-secure communications, and AI-driven surveillance. These innovations attract significant public and venture capital, benefiting major players capable of fulfilling government contracts expeditiously. Notable companies include U.S. giants Lockheed Martin and Northrop Grumman, as well as European firms like Thales, Leonardo, and Saab, all reporting increased order books and improved profit margins.
Supply chain constraints, including labour shortages and scarcity of critical components such as semiconductors and precision metals, are creating pricing power and protecting profitability across the sector. Analysts forecast double-digit earnings growth through 2026, with long-term contract visibility providing further stability.
Following Trump's comments, defence stocks in Europe, Asia, and globally experienced notable jumps. European defence companies recorded gains; for instance, Rheinmetall's market value surpassed Volkswagen, highlighting investor confidence driven by Europe's escalating military spending commitments. In Asia, South Korean defence firms like Hanwha Aerospace and Korea Aerospace Industries also benefited, reflecting global spillover effects from the intensified geopolitical climate.
However, European officials acknowledge the challenges ahead. Germany’s Foreign Minister Johann Wadephul urged Europe to step up and assume more responsibility for Ukraine’s defence, interpreting Trump’s stance as potentially signaling a shift in U.S. engagement. Europe’s increasing defence spending and joint procurement efforts are seen as necessary responses to fill any potential gaps left by Washington. While the market optimism is strong, cautious voices remind investors to consider the unpredictability of political developments and the potential for peace breakthroughs. Nonetheless, even a negotiated settlement would unlikely roll back the broader multi-year rearmament programmes now central to government budgets.
The FTSE 100 in the UK also benefited from this bullish defence sentiment, with shares in defence-related companies like BAE Systems and Rolls-Royce Holdings surging, contributing to record highs. This rise showed the broader market’s recognition of defence as a pillar of economic and national resilience akin to energy and digital infrastructure.
In summary, Trump’s statement marked a pivotal moment that reinforced a global shift towards heightened defence spending and integrated military-industrial growth. Investors are responding to what appears to be a durable geopolitical realignment, with defence stocks emerging not merely as hedges against conflict but as critical growth assets for the foreseeable future.
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