U.K. and Germany lead European surge in defence AI startups amid increased investment and strategic policy shifts
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The U.K. and Germany have emerged as the focal points of a fresh European wave of defence-focused artificial intelligence startups, a trend driven by rising geopolitical tensions, record private investment and clearer procurement pathways that are bringing younger technology firms into the orbit of national armed forces.
According to the original report, investors have poured a record $4.3 billion into European defence startups since the start of 2022, nearly quadruple the level of the previous four years, as NATO members agreed to boost security spending and governments signalled a greater willingness to adopt non‑traditional suppliers. That surge in capital has been concentrated heavily in the U.K. and Germany, where the largest rounds of recent years have clustered and where founders and backers see both manufacturing depth and policy support as decisive advantages.
“Thanks to the scientific expertise of their talent base, national commitments to treat this sector as an economic engine for growth and a manufacturing base that enables the rapid scaling of breakthrough innovation,” David Ordonez, senior associate at the NATO Innovation Fund, told CNBC, explaining why the two countries are leading the market. Industry observers point to the combination of world‑class universities, defence R&D centres and dense aerospace and manufacturing supply chains as creating a favourable ecosystem for hardware‑oriented AI systems.
Policy moves have reinforced that ecosystem. The U.K.’s Strategic Defence Review in June proposed both a £5 billion tech investment package and procurement streamlining to make it easier for startups to win trials and contracts, while Germany has legislated increased defence spending , announced at around 100 billion euros from 2026 , and adjusted procurement rules to open clearer “visible pathways to procurement,” as Meghan Welch, managing director at financial adviser BGL, put it to CNBC. Those changes matter: investors chase not only technical novelty but commercial routes from prototype to scale.
The capital has translated into blockbuster valuations and factory announcements. Germany’s Helsing and Quantum Systems reached multibillion‑euro valuations after large rounds, and Helsing has publicly announced production lines to supply thousands of strike drones for Ukraine. Tech.eu notes Helsing’s rapid fundraising , more than €1.3 billion since its 2021 founding , and its stated focus on sensor fusion, electronic warfare and all‑domain autonomy. In the U.K., companies such as PhysicsX, Cambridge Aerospace and Tekever have also raised large rounds or won significant contracts; Tekever secured a major supply deal with the Royal Air Force and became a unicorn this year.
Startups founded by former service personnel are a growing feature of the European defence scene, bringing operational experience to product design. Reuters reporting in September highlighted numerous veteran‑founded firms across the continent , from Germany’s Quantum Systems to a range of British and Baltic companies , and argued that their military backgrounds help bridge the gap between field needs and technological solutions.
The U.K.’s role as a regional launchpad has a practical and political edge. The AUKUS framework, which binds the U.S., U.K. and Australia on certain security projects, has loosened export controls and technical barriers and made London an attractive base for U.S. defence startups seeking a European foothold. “As part of AUKUS, the move into the UK was a natural entry point into Europe,” Rich Drake, managing director at Anduril UK, told CNBC; Anduril has since secured contracts and announced plans for manufacturing and R&D facilities in Britain. Industry participants say a successful pilot with UK forces signals interoperability and export readiness to U.S. primes and allied procurement agencies.
Germany’s industrial heritage provides complementary advantages. “Germany has the industrial base, the infrastructure and the technical talent to produce the next‑generation technologies NATO urgently needs,” Philip Lockwood, international managing director of Stark, told CNBC, pointing to established manufacturing and supply‑chain resilience that startups can tap to scale hardware and autonomous systems. That industrial strength, plus Germany’s role in supplying aid and technology to Ukraine, has given local firms a “front row seat for battlefield feedback,” enabling rapid iteration under operational conditions.
European collaboration and strategic alliances are also reshaping the landscape. French generative‑AI and systems‑builders are teaming with German drone developers to create “vision‑language‑action” models that can translate video inputs into robotic commands; Mistral and Helsing announced such a partnership in February 2025 at an industry summit, citing the need for European sovereignty in defence AI. Those moves mirror U.S. pairings between big AI labs and defence firms and underline a wider impulse to keep more of the tech stack within European jurisdictions.
Not all observers welcome the shift without caveats. The sector’s rapid financing and the entrance of venture capital into weapons‑adjacent technologies have prompted ethical and export control questions. Companies and investors stress compliance and safety: Helsing and other firms emphasise ethical standards and collaboration with governments, while advocates argue that transparent procurement and rigorous testing can mitigate risks. At the same time, fragmentation in European defence markets , differing procurement rules, export regimes and national security reviews , remains a practical obstacle for pan‑European scale‑ups, a challenge the new policy measures in London and Berlin aim to address.
The current cluster of well‑capitalised startups, veteran entrepreneurs and an increasingly receptive policy environment has created momentum. Whether that momentum delivers enduring industrial capacity and sovereign capability will depend on how swiftly European governments convert procurement promises into repeatable contracts and how the sector manages ethical, legal and export complexities while integrating battlefield lessons from Ukraine and beyond.
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