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Executive Summary 
We revisit our October 2024 Must C report on global defense spending to 
account for how President Trump’s second White House term has shifted 
the landscape and ushered in different priorities from those of President 
Biden. As with our earlier report, our goal is to address the outlook for 
defense spending, provide insight into Western allies’ spending, and 
assess the players in this evolving landscape. 

NATO’s recent summit saw member countries announce a new higher 
target for defense spending, with outlays slated to reach 5% of GDP by 
2035. If implemented, this rise in core defense spending would 
meaningfully raise NATO’s defense capability — though whether the new 
targets will be met strikes us as an open question. We note European 
Union (EU) financial instruments such as the Security Action for Europe 
and the loosening of EU fiscal rules on defense spending, but remain 
skeptical that the incentives offered will be enough to help persuade more 
reluctant countries to increase their defense spending significantly beyond 
the old NATO marker of 2% of GDP. Further incentives and more jointly 
funded initiatives may be needed. 

Beyond such incentives, security concerns often collide with economic 
constraints, as defense-spending goals are challenged by political 
realities, budget constraints and the significant rise in government debt 
levels in recent years. While it isn’t prudent to test the limits of markets’ 
patience with high debt levels, several major countries’ governments seem 
inclined to do so. 

Meanwhile, President Trump’s administration doesn’t view the threat 
environment facing the U.S. much differently than President Biden’s did: 
Russia, China, Iran, North Korea, and terrorist organizations remain the 
primary areas of focus. The difference is how these threats are addressed, 
with a notable shift away from leading European security and toward 
bolstering security leadership in the Indo-Pacific and fortifying the U.S. 

This change has driven NATO members’ new commitments but also altered 
U.S. budgets, with the new White House looking to shift spending to favor 
purchasing weapons systems that better assure warfighters are prepared 
for conflict. Defense Secretary Hegseth has endorsed a shift in resources 
away from support functions and toward warfighting, with the fiscal 2026 
budget aligned with this view — an approach we see as supporting the 
growth outlook for defense names through the rest of the 2020s. 

While we explore changing White House priorities and geopolitical 
developments that have arisen since our original report, our October thesis 
remains intact: Global defense spending has risen over the last decade 
amid a return to great power competition, with the U.S. looking to leverage 
non-traditional sources of technological advantage, and conflicts in 
Ukraine and the Middle East sharpening the focus on such spending. Even 
as the outlook for legacy defense contractors has been bolstered, venture-
backed companies have started changing the face of the industrial base 
ecosystem, with start-ups seeing a rise in funding and fundraising 
momentum since the election.  
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Recent developments we consider in this revised report include: 

• In the U.S., we note the 17 key priorities outlined by President
Trump’s administration for the Defense Department and shifts we 
expect to see over time in the types of equipment acquired by the 
department. We note progress by defense companies that are key
to the “Nuclear Triad” ensuring nuclear deterrence across land, air
and sea. And we explore evolving U.S. priorities such as artificial
intelligence and machine learning; the use of inexpensive UAVs
and attritable aircraft; and the “Golden Dome” national missile-
defense system.

• In Europe, we consider the step change in defense budgets; where 
this money will be spent; and how this increased spending will be 
funded. Europe is seen as not having enough defense equipment,
with seven priority areas atop the list of needs that must be 
addressed. How to pay for this commitment is the next question: 
While countries such as Sweden and Germany are in relatively
robust financial health, others face questions about government
debt and fiscal deficits. Europe’s reliance on imported defense 
products is also a policymaking concern, as technological,
productivity and other macro spillovers associated with spending 
on such products accrue mainly or even entirely to the country
producing them.

• In the Indo-Pacific region, both Western and Eastern allies
continue to address security risks stemming from China’s military
modernization and North Korea’s nuclear missile programs. 
Countries in the region are deepening trilateral and quadrilateral
cooperation, with an accelerating trend toward coalition
deterrence. Several countries are also looking to step up as
regional stabilizers, seeking to instill order through defense 
modernization, diplomacy and rules-based advocacy. 

Jason Gursky 
U.S. Aerospace & Defense Analyst 
Citi Research 
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Five Defense PrioritiesChange in Defense Spending
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Having just been passed by Congress, the “One Big Beautiful Bill Act” means a significant jump in national defense 
spending during the second year of President Trump’s second administration. It enacts a flat discretionary budget 
year over year with $119 billion of mandatory spending as a “down payment” on several key priorities.
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Despite Europe’s desire to reduce dependence on the 
U.S., most U.S. defense companies have products 
that are aligned with European spending priorities.
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Balancing Choices 
Economic Constraints Collide with 
Security Concerns 
President Trump’s second term in the White House has already shifted the 
landscape for defense spending in tectonic ways. At its recent summit, 
NATO countries announced a new and higher target for defense spending, 
with outlays now slated to reach 5% of GDP by 2035.  

The new 5% target is comprised of two pieces.  First, the goal for “core 
defense spending” rises from 2% to 3.5% of GDP.  This includes traditional 
categories of expenditure including military capital, personnel, and 
operations & maintenance.  This strikes us as a substantive commitment 
which will require increased spending and, if widely implemented, would 
meaningfully raise NATO’s defense capacity.  

The second component, which is set at 1.5% of GDP, is much broader and 
less precisely defined.  It potentially includes spending on infrastructure 
(including improving roads that could carry military personnel), efforts to 
protect critical infrastructure, cybersecurity, civil defense, and border 
security.  Given the breadth of this category, we expect that many 
countries will point to existing initiatives to claim compliance.  Hence, it is 
unclear how much new spending this commitment will elicit (or require).  

The goal is to reach these targets by 2035. Still, the extent to which the 
new objectives will be met remains an open issue. We remain skeptical 
that countries that were lagging in their implementation of the old 2% 
marker will now move aggressively toward an even higher target.  For 
example, the reluctance of Spain’s Prime Minister to embrace the new 
NATO target triggered a threat from President Trump to raise U.S. tariffs on 
Spain.1       

More broadly, decisions regarding defense spending necessarily reflect 
national security considerations and political realities, but they must also 
adjust to economic conditions and ever-present budget constraints. The 
reality is that government debt levels have risen significantly since the 
Global Financial Crisis in 2008–2009 and the pandemic of 2020, leaving 
less fiscal space for many major economies.  

In this section, we first discuss the contours of defense spending across 
countries prior to the recently announced spending targets. We then dive 
deeper into the opportunities and challenges that European countries in 
particular will face as they consider implementing higher levels of defense 
spending. We then conclude with an assessment of country-level fiscal 
positions as well as a few other considerations, including Europe’s desire 
to bolster its domestic defense industry and the potential role of artificial 
intelligence (AI) and other technologies in driving new spending. 

1 See for example, “Spain’s leader sticks by decision to break with NATO spending goal despite Trump 
tariff threats,” Associated Press, June 26, 2025. 

Nathan Sheets  
Robert Sockin 
Michel Nies 
Cole Langlois 
Global Economics 
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How Much Are Countries Spending on Defense? 
Countries that look to raise defense spending must pay for the increased 
expenditures one way or another. The four options at-hand are raising taxes, 
cutting other spending, issuing government debt, or printing money. Often, 
none of these financing channels are attractive. It is difficult (at best) to raise 
taxes. It is perhaps nearly as difficult to cut government spending, which 
tends to have the support of vocal constituencies.  These constituencies are 
unhappy if their priorities have been pushed aside in favor of higher defense 
targets. Printing money on the other hand comes with potentially severe 
inflationary consequences, and it is prohibited outright in the euro area.  

The upshot is that increases in defense spending are often absorbed into 
the budget without compensating reductions in other spending or 
increases in taxes. The result is higher fiscal deficits and the issuance of 
additional debt.  Indeed, in a simple empirical exercise, we find that across 
a panel of NATO countries increased defense spending is reflected 
essentially one-for-one in higher budget deficits.  

Heading into this year, the United States was well above the prior NATO 
defense target, spending 3.4% of GDP on defense (Figure 1). EU countries 
overall had roughly reached the 2% target after years of falling short, 
though there still existed divergences within the region. Germany and 
France were at the marker, while Italy and Spain remained well below. 
Outside of NATO, Russia is spending nearly 7% of GDP, while China spends 
less than 2% of GDP.  

It is also worth noting that these spending figures have increased 
significantly in recent years, in large part reflecting the stresses and risks of 
the Russia–Ukraine conflict but also ongoing geopolitical unrest and 
pressure from the U.S. to increase spending levels. In 2021, only six 
members had defense spending at 2% of GDP or higher, but twenty-three 
countries met this standard in 2024. For the EU in particular, defense 
spending was 1½% of GDP in 2021 and has risen by nearly half a 
percentage point of GDP in the last few years. 

Figure 1. Defense Spending in 2024 (% of GDP)  

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, SIPRI, IMF, Haver Analytics 

These figures are shown as a share of GDP, but in dollar terms the United 
States spending stands out even more given the size of its economy. The 
U.S. spent nearly $1 trillion in 2024, more than all other NATO countries, 
China, and Russia combined. Still, while the spending gaps between the 
U.S. and the rest of the world are substantial, they also shouldn’t be 
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overstated. Clearly wages and prices in Russia and China are much lower 
than in the U.S. Thus, the gaps in cost-adjusted defense spending are not 
nearly as large as these nominal data initially suggest.  

In addition, looking at a longer history, the new NATO targets are high 
compared to spending levels over the last few decades, but not 
unprecedented. In the mid-1980s, NATO countries spent nearly 5% of GDP 
on defense (Figure 2). The composition was imbalanced then as well, 
however, with the United States spending 6.5%–7% of GDP during that 
period while the European Union spent closer to 3% of GDP. 
A second prong of the NATO commitment is that spending on “defense 
capital goods” (i.e., major equipment including R&D) should account for at 
least 20% of total defense spending. Most NATO countries easily satisfy 
this 20% threshold, with only Canada and Belgium falling short. More 
broadly, as countries increase military spending, this tends to be 
associated with a rising share of defense capital goods in military 
spending. However, the share of capital goods flattens out at just over 
35%. This reflects that equipment requires personnel for its deployment. In 
addition, there are costs for fuel, maintenance, servicing, and upkeep. All 
of these are likely to rise as the stock of defense capital expands. 

Figure 2. Defense Spending in Recent Decades (% of GDP) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, SIPRI, IMF, World Bank, Haver Analytics 

Expenditures on capital goods may drive technological capacity, which is 
likely to amplify the efficiency of spending on personnel and operations. As 
a related point, there is an economic literature suggesting that spending 
on defense capital goods has the capacity to generate favorable spillovers 
for the economy. The technological gains obtained from major military 
investment initiatives may drive advances in civilian industries, with 
potential implications for the economy’s broader productivity and 
competitiveness.2 

2 For more details, see Box 1 “Does Defense Spending Increase Productivity?” in Money and Might: 
Financing the Future of Defense. 

https://ir.citi.com/xxA_oQFCRY3MwZQG8LjbXdxmhq2RaR2kdctiyZrWUTOqwxaiUqprZ98elWhzVsZt-1G-Tesu-O_YCphKQGLZhVIhUbUOFdvzIzPLw8yWryI%3D
https://ir.citi.com/xxA_oQFCRY3MwZQG8LjbXdxmhq2RaR2kdctiyZrWUTOqwxaiUqprZ98elWhzVsZt-1G-Tesu-O_YCphKQGLZhVIhUbUOFdvzIzPLw8yWryI%3D
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Europe — How Will the Changing Tides Evolve? 
The European Union has responded to the evolving security environment 
with meaningful shifts in its defense policy and funding strategies. A 
variety of EU-level instruments are in place, some of which pre-date the 
Russian invasion of Ukraine.   

Much more significant, however, are the national sources that the EU is 
seeking to unlock with its ReArm Europe program. One major component 
of the plan is the introduction of the Security Action for Europe (SAFE) 
instrument of up to €150 billion, which allows EU countries to borrow at 
aggregate-EU interest rates.3 The second component is the loosening of 
EU fiscal rules, by activating the “national escape clause,” in this case 
specifically for defense spending. This would enable countries to spend an 
additional 1.5% of GDP on defense without breaching EU fiscal rules, 
potentially unlocking another €160 billion annually over each of the next 
four years (Figure 3).  

Figure 3. Defense Spending: European Union 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, SIPRI, IMF, Haver Analytics 

The ReArm program looks like a natural response to the recent direction of 
travel in European defense spending. Over the past two years, EU member 
states’ defense spending has increased by around 40%, with Germany 
responsible for about a third of the increase. Several EU member states have 
already approved (or at least announced) plans to raise military expenditures 
significantly beyond the old NATO target of 2% of GDP, in some cases like 
Poland even close to the new overall NATO target. It makes sense for an EU 
Commission that wants to encourage European rearmament to remove legal 
obstacles to those countries willing to lead the effort. 

We are skeptical that the incentives offered are sufficient to persuade the 
more reluctant countries to increase their defense spending significantly 
beyond 2% of GDP. The fiscal rule exceptions are helpful in the sense that 
they remove one consideration for countries that would both like to raise 
defense spending and for which the fiscal rules would be (or could become) 
a binding constraint; the latter is the case for all the larger EU economies 
apart from the Netherlands. However, an exception from the rules does not 
change the overall deficit metrics or the sobering implications of further 
debt increases.  

3 Under this initiative, countries borrow from the EU Commission and are charged essentially the same 
terms that apply to aggregate EU borrowing.   



Tweaking the rules offers little for countries where the binding constraint is 
concern about fiscal sustainability. Similarly, the ability to borrow at lower 
rates from the EU’s SAFE facility is a welcome subsidy for those deciding to 
undertake joint procurement with another member state (a requirement 
for eligibility).  But this subsidy by itself is unlikely sufficient to convince 
countries to procure jointly, let alone to spend at all. At the time of writing, 
the spreads of 10-year bond yields relative to EU ones is 30 basis points 
(bp) for France, 50bp for Italy, and 250bp for Poland, while Germany 
borrows 45bp below EU costs. Assuming for, illustration purposes, that 
1.5% of GDP in spending is financed using SAFE funds, the implicit subsidy 
would be 0.01% of GDP for Italy and 0.04% for Poland. 

Further incentives for national efforts and more jointly funded initiatives 
might be necessary to lift European defense spending above 3% of GDP. Of 
the four largest economies in the EU, three (France, Italy, Spain) have high 
debt levels and/or high deficits and would find it challenging to increase 
borrowing on the required scale.  Assuming the increase in defense 
spending will be largely debt financed, the challenge would be to convince 
markets to finance it without crowding out other economic activity. This 
appears only feasible by increasing the safe asset characteristics of 
liabilities, which implies some type of risk sharing. This could take many 
different forms, from levering existing structures such as the European 
Stability Mechanism, the European Investment Bank, or new versions of 
the NextGEN EU fund, to the creation of new structures such as a 
specialized European Defence Mechanisms (as proposed by Wolff et al.) or 
the introduction of a senior tranche (backed by all member states) in 
national debt issued for defense purposes.  

Whether the envisioned funding plans are sufficient depends on the aim. 
According to analysis by RAND, U.S. plans for defending Europe include a 
total of 300,000 U.S. troops, and perhaps around 2,000 battle tanks, 
armored vehicles, air defense, and various infrastructure support. Rough 
estimates for the cost of replacing the U.S. troops would be in the vicinity 
of €60 billion a year. Air defense, infrastructure and other equipment 
would significantly add to the bill — armored vehicles and ammunition 
alone could sum up to an additional €90 billion. As such, a spending 
increase anywhere near the targets discussed appears sufficient if the aim 
is replacing U.S. defense capabilities dedicated to Europe.  

The initial economic impact will mostly depend on the speed of spending. 
Fiscal multipliers should be expected to be lower at first but rise over the 
medium term as investment in the European defense industry increases 
capacity. To the extent that achieving more security independence is a 
goal, the implication is that spending would be gradually ramped up over 
the years.  

We therefore expect the impact to become more visible from 2027–2028 
onwards, lifting the trajectory of the level of potential GDP in Europe, and 
in the process temporarily boosting growth by 0.5–0.7pp. Much will 
depend on other policy changes accompanying the increase in funding. 
Reducing the fragmentation in European defense markets, harmonizing 
equipment,4 and shifting the national preference in procurement could go 
a long way in increasing the effectiveness of defense spending and result in 
a larger, more advanced European defense industry.  Such action could 
also bring positive externalities for other sectors. 

4 For example, European countries operate twelve different battle tanks versus only one by the U.S. 
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Other Considerations 
One important additional consideration as NATO countries look to 
increase their defense spending is where defense-products are going to be 
produced. Prior to Russia’s incursion into Ukraine, roughly 60% of the 
defense acquisitions of EU countries were on foreign-produced goods. 
Since the Ukraine conflict emerged, the urgent need for defense goods — 
and especially the types of equipment that have been required (air defense, 
including F-35s and heavy helicopters) — has meant that nearly 80% of 
equipment orders have been outside the EU. These orders have mainly 
been directed to producers in the U.S. but also in Israel. At the same time, 
an estimated 40%–50% of EU defense production is exported to non-EU 
countries. 

The significant share of Europe’s defense spending that falls on imports 
has prompted concerns from European policymakers. To the extent that 
there are technological, productivity, or other macro spillovers associated 
with spending on defense products, they will accrue mainly (or even 
entirely) to the country that is producing them. In response, the European 
authorities are working to shift the balance of their defense spending 
toward domestic goods. The process though is likely to be gradual — the 
goal is for European-produced goods to account for at least 50% of 
collective defense procurements by 2030 and 60% by 2035.  

A second consideration is how new technologies are going to shape the 
defense landscape. In the U.S., senior officials in the Trump administration 
have commented on the increasingly central role of AI in modernizing 
defense efforts.5 Relatedly, the government’s spending on AI has risen 
rapidly, particularly in the Department of Defense.6 More broadly, the 
advent of AI-infused technologies could drive an upsurge in defense 
investment in the years ahead, as capital goods become “smarter” and 
develop new capacities. This could also bring substitution of capital for 
personnel, as AI expands the range of tasks that can be completed 
autonomously by machines without human intervention.  

Finally, returning to the topic of fiscal sustainability, fiscal performance is 
challenged in many countries around the world. Figure 4 shows 
government debt levels against deficit projections from the IMF for a range 
of major economies. Countries including the U.S., U.K., France, Japan, 
India, China, and Brazil are expected to run large fiscal deficits even 
though their debt levels are already high. Italy, Spain, and Canada 
meanwhile are running somewhat smaller deficits although their debt 
levels remain elevated at over 100% of GDP.  

5 See, for example: https://www.defense.gov/News/News-Stories/Article/Article/4165279/defense-
officials-outline-ais-strategic-role-in-national-security/ 
6 See: https://www.brookings.edu/articles/the-evolution-of-artificial-intelligence-ai-spending-by-
the-u-s-government/ 
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Figure 4. Public Debt & Fiscal Deficit Projections (IMF)* 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

* Data are for general government. 

Source: Citi Research, IMF, Haver Analytics 

On the other end of the spectrum, among developed markets Germany and 
Australia look to have more ample fiscal space — even as Germany is set to 
run relatively large fiscal deficits as it raises spending on both defense and 
infrastructure. For EMs, Korea, Indonesia, Russia, and Taiwan have shown 
fiscal restraint.  

Countries that continue to run large deficits despite high debt levels 
inevitably face the question — how high can debt levels safely go? The 
answer to this question comes in two parts. First, there is no clearly 
defined limit on indebtedness that can be identified in advance. As one 
example, despite Japan’s high debt levels, its sovereign yields remain 
comparatively low. The U.S. and many other indebted countries 
successfully issue significant quantities of government securities. As a 
related point, there is also little evidence that this debt has stoked 
inflationary pressures or other macro imbalances. 

But second, while markets to date have broadly shown patience with high 
levels of indebtedness, we judge that this patience has limits. As debt 
levels rise, markets will eventually choke. We saw one example of this in 
the United Kingdom during the autumn of 2022, when Prime Minister 
Truss’ proposed tax cuts triggered a crisis of market confidence. In 
addition, we have seen concerns bubble up this year in markets about the 
challenging U.S. fiscal picture. As such, it’s not prudent to experiment and 
test the limits of market patience. But governments in several major 
countries nevertheless seem inclined to do exactly that.
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Updating the Geopolitical Stage 

View from the United States 
The new administration’s view of the threat environment isn’t much 
different from President Biden’s, as outlined in the previous version of this 
report. Russia, China, Iran, North Korea, and terrorist organizations are the 
primary areas of focus. However, its approach to addressing these threats 
has brought change. Most notable is the shift away from leading the 
security of Europe toward the bolstering of security leadership in the Indo-
Pacific and the simultaneous fortification of the nation’s own homeland. In 
brief, the President wants Europe to provide for its own security, 
particularly against Russia, while the U.S. focuses on the perceived threat 
from China in the Pacific. This position has led to commitments from non-
U.S. NATO members to increase defense spending, and it is changing the 
shape of budgets in the U.S.  

Most notable, the administration has outlined seventeen key priorities (see 
Figure 6), proposed materially higher defense spending (Figure 5), and 
projected a mix shift in that spending to favor the purchase of weapons 
systems to better assure that warfighters are prepared for conflict (Figures 
7 and 8).  In our view, all of this is supportive of accelerating growth for the 
defense industrial base in the years ahead. 

Figure 5 outlines the proposed spending plans of Department of Defense 
(DoD) since fiscal 2022, showing a sharp increase during the Biden 
administration following Russia’s invasion of Ukraine, and then a further 
step-function higher during the second year of President Trump’s second 
administration. At this point, the administration has not offered a 
spending proposal beyond fiscal 2026, leading some to question the 
sustainability of this new level. That said, the plan for fiscal 2026 includes 
“downpayments” on several spending priorities, including a Golden Dome 
missile defense system, the F-47 next generation air dominance system, 
and increased shipbuilding capacity.  In our view, future budgets will likely 
continue to fund these programs, pointing to elevated budgets through 
President Trump’s current tenure. 

Figure 5. DoD Topline Growth FY22-FY23-FY24-FY25 Budgets ($B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, DoD 

Equity Research 

Jason Gursky 
Jeremy Jason 
Bradley Eyster 
U.S. Aerospace & Defense 
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Figure 6. Seventeen Priorities for the Department of Defense 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, Breaking Defense 

Figures 7 and 8 demonstrate the proposed shift in DoD spending mix.  
Secretary Hegseth has vocally endorsed moving resources away from 
support functions (the “tail”) toward the warfighter (the “tooth”) to assure 
the military is ready to fight.  And importantly, the fiscal 2026 budget 
aligns with this view, with the weapons spending accounts seeing 22% 
year-over-year growth while the O&M and Milpers accounts are set to 
grow 6% to 7% each.  In our view, this approach is supportive of the growth 
outlook for defense companies through the remainder of the decade. 

Figure 7. DoD’s Reshaping of Spear Points to Higher Weapons Spending 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research 
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Figure 8. FY26 Shows Mix Shift Favoring Investment Account ($B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, DoD 

Congressional Support 

Congress continues to show bi-partisan support for the President’s push 
for higher spending — most recently in the passage of the fiscal 2025 
NDAA (see Figure 9) and a Continuing Resolution for the year that 
increased total national security spending by roughly $8 billion over 
enacted 2024 levels to a total of $893 billion while simultaneously cutting 
non-defense programs by roughly 8% to $708 billion. 

Figure 9. Congressional Vote Total for National Defense Authorization Act 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, CRS 

In a sign of further support, Congress released a Concurrent Budget 
Resolution in April that would dictate additional spending trends for fiscal 
2026, officially kicking off a reconciliation process informally known as the 
“One Big Beautiful Bill Act.” Having just been passed by Congress for 
President Trump to sign on July 4, it will enact a flat discretionary budget 
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year over year and allocate $150 billion in mandatory national defense 
spending across 10 years, $119 billion of which will be spent in fiscal 2026 
as a part of the administration’s attempt to reach a $1 trillion spending 
target (Figure 10). More specifically, this $119 billion will be further split 
between $113 billion in DoD funding and $6 billion in the Department of 
Energy for additional nuclear capabilities. This ultimately suggests that 
current members of Congress have taken a largely proactive approach 
towards ensuring higher defense spending in alignment with the 
administration’s priorities. Further, given that the $119 billion of mandatory 
spending only provides a “downpayment” on several key priorities of the 
administration, we expect additional “plus ups” in the years ahead such 
that spending levels remain closer to fiscal 2026’s elevated levels. 

Figure 10. NDAA Funding Split ($B)  

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, CRS 

U.S. Spending Priorities 

In addition to the mix shift in spending toward the weapons buying 
accounts discussed above, which in the administration’s view represents a 
change that better supports war fighting capability, we also expect to see 
shifts over time in the types of equipment acquired by DoD. In Figure 11 
below, we attempt to provide a visual of what the future might look like — 
with a greater emphasis on attritable mass on one end of the bar bell and 
exquisite systems on the other.  Importantly, the conflict in Ukraine has 
provided lessons on the use cases for attritable systems, and the recent 
conflict with Iran has demonstrated the effectiveness of exquisite systems 
like the F-35 and the B-2(1).  In our view, both will be important areas of 
investment going forward, particularly counter unmanned aircraft systems 
(UAS), as the DoD attempts to prepare for, and hopefully deter, future 
conflict. On the following pages, we describe in detail the most likely areas 
of spending growth through the remainder of the decade. 
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Figure 11. Extreme ends to strengthen U.S. defensive capabilities 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research 

Nuclear Deterrence 

The U.S. continues to heavily prioritize the recapitalization of the Nuclear 
Triad. As mentioned in our previous installment, the U.S. aims to establish 
successful nuclear deterrence across three main domains: land, air, and 
sea. Northrop Grumman has since announced critical successes for the 
land-based Sentinel’s solid rocket motors and the air-based B-21 Raider’s 
flight tests.  Meanwhile, both Huntington Ingalls and General Dynamics 
have seen continuous progress in the planning and construction of the 
sea-based Columbia-class submarine. All three pieces of the Triad 
continue to serve as the primary channel for nuclear deterrence. 

As such, the U.S. remains keen on adequately funding these initiatives. 
The fiscal 2026 Skinny Budget has so far requested $62 billion (+26% year 
over year) in DoD appropriations and $25 billion UAS (+29% year over year) 
in National Nuclear Security Administration (NNSA) appropriations to 
modernize and sustain nuclear forces. Moreover, reconciliation allocates 
~$15 billion in total defense-related nuclear funding, of which $6 billion 
will be used to plus-up the DoD Budget Request to the $1 trillion target 
(see Figure 12).  
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Figure 12. Nuclear Spending in Reconciliation ($B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, Congress 

AI, Autonomy, and Cyber 

The United States is focused on applying artificial intelligence (AI) and 
machine learning (ML) to accelerate critical decision-making and 
operational impact. The best example of this, in our view, is the use of ML 
to synthesize the large amounts of geospatial data produced by 
commercial and government owned aerial and space-based assets to 
identify enemy targets. In autonomy, efforts are focused on the adoption 
and scaling of trusted commercial autonomy providers and improving the 
country’s ability to counter adversarial systems. The award of the 
Collaborative Combat Aircraft (CCA) to Anduril and General Atomics is a 
recent example. And in Cyber, efforts are focused on securing and 
protecting the DoD’s computer networks, warfighting systems, critical 
infrastructure, and information from attacks to enable communications 
and enhance situational awareness.  
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Joint All Domain Command and Control 

The U.S. is investing in C5ISR (command, control, computers, 
communication, cyber, intelligence, surveillance, reconnaissance). This 
array of battlefield sensors will enable an integrated battlespace and 
facilitate fast decision making by commanders. JADC2 (Joint All-Domain 
Command and Control) is a military concept that aims to improve 
decision-making timelines with enhanced communications, cloud-based 
interactions, and AI across all military domains — including space, air, 
land, sea, and cyber. The goal is to give the U.S. an advantage on the 
battlefield and deter conflict by demonstrating that the country can both 
detect and eliminate enemy targets before even being seen by adversaries 
(Figure 13).  

Figure 13. The Big Picture 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research 

Shipbuilding 

The new administration is prioritizing the expansion of shipbuilding 
capabilities as a core component of its defense modernization agenda, 
citing pacing maritime threats from China. Secretary of Defense Hegseth 
reported that the fiscal 2026 Budget Request will allocate $47 billion for 
shipbuilding procurement and $6 billion for RDT&E, which represents a 
~10% and ~9% year-over-year increase, respectively, compared to the 
fiscal 2025 Budget Request (Figure 14).  
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Figure 14. Total Shipbuilding Funding in Budget Requests ($B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, DoD 

Moreover, reconciliation funds roughly $29 billion of the $53 billion in the 
request (Figure 15, following page). 
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Figure 15. Reconciliation Shipbuilding Funding ($B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, DoD 

Space 

The U.S. believes Space to be the next domain of warfare, which 
represents the ultimate high ground for intelligence agencies. Importantly, 
several legacy space-based assets remain vulnerable to attack from enemy 
projectiles and similar threats. As such, the DoD continues to deploy 
proliferated Low Earth Orbit (LEO) ISR and Communications constellations 
to provide improved capabilities and resilience. Additionally, the DoD is 
deploying a missile tracking constellation that will support the Golden 
Dome initiative. Reconciliation includes greater funding to accelerate 
space superiority and missile defense capabilities (see Figure 16). 
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Figure 16. Key Defense-Related Space Initiatives in Reconciliation ($B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, Congress 

UAVs / Attritable Aircraft 

The conflicts in both Ukraine and Middle East have demonstrated the 
effectiveness of inexpensive UAVs and attritable aircraft, which can be 
used for ISR missions and delivering kinetic energy on a target. We have 
seen recent examples of effective drone warfare in Operation Spider’s Web, 
Ukraine’s innovative approach towards using inexpensive drones to target 
Russia’s strategic long-range bombers.  

These types of systems have not historically been an area of focus for the 
U.S. and its allies. To address this, the U.S. began Project Replicator in 
2023 to tackle two critical issues: (1) the ability to quickly produce 
thousands of aerial drones by August 2025, and (2) to then “replicate” this 
quickened pace for developing newer programs across multiple domains.  
In the future, these types of aircraft are likely to fly in swarms 
autonomously and as wingman to manned aircraft, offering both 
protection and over-the-horizon visibility. Additionally, the U.S. is 
investing in ways to counter adversarial UAS, including the use of kinetic 
and directed energy solutions.  

National Air and Missile Defense — the Golden Dome 

One of the key areas of focus for the Trump administration is the 
establishment of a multi-layer national missile-defense system over the 
United States, i.e. the Golden Dome. The administration has pushed 
Congress to include a “downpayment” of $25 billion in fiscal 2026 budget, 
and overall expects the $175 billion project to be completed in about three 
years. The Golden Dome will integrate with existing defense capabilities 
and utilize space-based sensors and interceptors. It will also interact with 
existing ground-based systems to detect and intercept cruise missiles, 
hypersonics, ballistic missiles, as well as boast anti-drone capabilities. 
L3Harris was named in the briefing as a manufacturer of satellites for the 
space infrastructure aspect while Lockheed Martin and Raytheon were 
named as providers for ground-based interceptor missiles. Notably, there 
was an emphasis on having Silicon Valley-based companies bring missile 
defense and counter UAS at lower cost.  
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An Update on European Defense 
We see three areas to consider in European defense: 

1. The step change in European defense budgets

2. Where will the money be spent

3. How this will be funded

Europe agrees to go to 3.5% 

At the NATO summit in the Hague last month, it was agreed that almost all 
countries (expect Spain) would reach 3.5% of GDP on core defense, with a 
further 1.5% to be spent on defense adjuncts (such as security, cyber, 
infrastructure). 

As Figure 17 shows there is broad range of defense spending in Europe, 
both in terms of % of GDP and also how much goes on procurement.   

Figure 17. 2024 Defense and Procurement Spend 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, NATO 

Figure 18 shows how there has already been significant movement since 
2014, particularly increasing the procurement proportion — we see 
incremental gains here, but most of the growth looks likely to be from the 
overall budget expansion. 

Figure 18. Defense and Procurement Spend Trend 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, NATO 
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We see three main drivers to growing European defense industries’ profits: 

1. GDP growth — likely to be limited to ~3% nominal CAGR 

2. Defense spending as a % of GDP — currently around the 2% range 
and NATO recently announced at the Hague Summit a new target
of 5% by 2035, which includes 3.5% for core defense and 1.5% for
other resilience investments

3. Procurement as % of defense budget — likely to rise as Europe 
rearms; we believe 40% is a likely upper level across Europe.  It may
rise higher temporarily, but we believe 40% is the upper
sustainable limit

Combining these three elements, we derive our procurement budget 
growth by country in Figure 19.  

Figure 19. GDP, Defense Budget and Defense Procurement Growth by Region 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, NATO 

Where Will the Money Be Spent? 

In March, the EU published a joint defence readiness white paper detailing 
key capability gaps in the European defense capability.  With the exception 
of stealth technology, it is the believed that the European technology is at a 
comparable level to the U.S., but the issue is one of the volume — Europe 
simply doesn’t have enough defense equipment, pretty much across the 
board, but particularly in seven priority areas that Europe needs to fill: 

1. Air and missile defense — protection from aerial threats

2. Artillery systems — including rocket systems and precision strike

3. Ammunition — stockpiles are simply too small, particularly for air 
and missile defense and artillery systems

4. Drone and Counter-Drone systems — with the additional question 
of obsolescence (the cycle time in Ukraine is about 2 weeks before 
systems are jammed) – there is little point in building a stockpile of
drones over a number of years if they can’t be quickly upgraded.

https://defence-industry-space.ec.europa.eu/document/download/30b50d2c-49aa-4250-9ca6-27a0347cf009_en?filename=White%20Paper.pdf
https://defence-industry-space.ec.europa.eu/document/download/30b50d2c-49aa-4250-9ca6-27a0347cf009_en?filename=White%20Paper.pdf
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5. Military mobility — a network of land, air and sea systems to allow
the transport of military personnel and equipment quickly through
Europe and allied countries (we do not see much participation from 
the defense company universe in this area)

6. AI, Quantum, Cyber and Electronic Warfare 

7. Strategic enablers and critical infrastructure protection — 
including many of the services that NATO Europe have traditionally
leant on the U.S., including strategic air transport, air refueling, air
and space-based surveillance. 

Indo-Pacific Spending Priorities 

View from the Indo-Pacific 
The Indo-Pacific region has garnered heightened strategic focus since our 
previous installment as both Western and Eastern allies continue to 
address security risks stemming from China's military modernization and 
North Korea's nuclear missile programs. Moreover, U.S./NATO/ASEAN 
military officials have begun taking notice of greater cooperation among 
other global threats, including Russia and Iran through increased troop 
and missile exports. Following recent summit meetings, we note the 
following: 

• Across the region, countries are deepening trilateral and
quadrilateral cooperation — from Japan-India-Australia to U.S.–
Philippines–Japan. Military drills, intelligence sharing, and logistics
agreements are growing in scope and frequency, reflecting an
accelerating trend toward coalition deterrence. Moreover, some of
these alliances are looking to expand. In March 2025, The Squad, a 
minor security alliance between the U.S., Japan, Australia, and the 
Philippines, began discussions to include both India and South 
Korea into the group. Even traditionally neutral states like Thailand
are more actively participating in multilateral exercises. These 
efforts ultimately are not meant to provoke confrontation but to
deter coercion and ensure sovereignty. That said, there continues
to be a push for self-reliance away from global powers, as
indicated by India and Malaysia. 

• Several countries including Australia, India, Japan, and South Korea 
are also increasingly asserting themselves as stabilizers in the Indo-
Pacific, aiming to instill regional order through defense 
modernization, diplomatic balancing, and rules-based advocacy. 
While a majority of these nations have maintained similar spending 
levels compared to the previous year (see Figure 20), a few notable 
countries (such as Australia, Japan, the Philippines, and Singapore) 
have increased spending to deter further conflict in the region. The 
Philippines, Indonesia, Malaysia, and Singapore reinforced the 
urgency of maritime security, particularly in response to growing 
Chinese assertiveness. In fact, the Philippines recently issued a 
warning that continued harassment could cross into acts of war. 
Meanwhile, more moderate voices have reiterated the importance of 
peaceful resolution and ASEAN’s lead role in regional affairs. 

Evolution of AUKUS Sentiment 

The current state of the trilateral agreement between the U.S., UK, and 
Australia has been the subject of debate since President Trump took office 
in January. Efforts to enhance Australia’s nuclear and cyber capabilities 

Jason Gursky 
Jeremy Jason 
Bradley Eyster 
U.S. Aerospace & Defense 
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continue as planned and have even included relevant stakeholders within 
the Japanese government who are to play a minor role in improving the 
interoperability of Pillar II. 

However, in June 2025, the U.S. President announced that the 
administration would be initiating a review of the AUKUS pact to ensure 
alignment with his "America First" agenda. This has raised concerns about 
potential U.S. withdrawal, although officials emphasize that the review is 
routine and not a sign of collapse. Moreover, AUKUS appears to have 
garnered bi-partisan U.S. support following the announcement from the 
White House, where members of the Senate Armed Services Committee 
introduced the “AUKUS Improvement Act,” a new piece of legislation 
aimed at exempting Australia and the UK from otherwise-required 
congressional notification for overseas manufacturing. 

Figure 20. Indo-Pacific Defense Spending (as a % of GDP) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, SIPRI 

Figure 21. Total Indo-Pacific Defense Spending (2015–2024, $B) 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 

Source: Citi Research, SIPRI 
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Figure 22. Indo-Pacific National Security and Defense Strategies 

© 2025 Citigroup Inc. No redistribution without Citigroup’s written permission. 
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The Evolving U.S. Defense Tech Ecosystem 
The defense industrial base (DIB) has evolved over the past decade, with 
high-profile shifts becoming more widely visible over the past couple of 
years. Large defense primes such as Lockheed Martin, Northrop Grumman, 
General Dynamics, Boeing, RTX and Huntington Ingalls still dominate well 
known platforms such as fighter jets, tanks, and aircraft carriers. But the 
DoD has been pursuing alternatives as it looks to acquire innovative 
technologies it believes will position the U.S. to stay ahead of near peers. 
Importantly, the recent conflicts in Ukraine and the Middle East have 
provided insight into the capabilities of adversaries and exposed potential 
weaknesses in the country’s force structure and the equipment it uses. In 
response, companies such as SpaceX, Anduril, Palantir, Hawk-Eye 360, 
Shield AI, and Ursa Major, to name a few, have emerged as alternatives to 
traditional suppliers for the rapid development and deployment of “next 
generation” capabilities. 

We also note that the evolving ecosystem continues to support VC-backed 
start-ups. Anduril’s Collaborative Combat Aircraft (CCA) win suggests a 
greater degree of trust in unconventional defense contractors and other 
innovative start-ups. In aggregate, the companies listed in Figure 23 have 
raised over $17 billion so far this year (year-to-date through June 13th) and 
have collectively raised north of $110 billion since 2022. We are still seeing 
a rise in funding for these start-ups and have observed recent rounds of 
fundraising for companies since the election such as Anduril raising 
$2.5 billion in a Series G round (Jun-25), Shield AI raising $240 million 
through a Series F (Mar-25), and Saronic raising $600 million in a Series C 
(Feb-25), to name a few. This fundraising momentum suggests continued 
positive venture capital sentiment towards the DIB. Additionally, we have 
seen Anduril recently partner with established companies such as: Saab to 
produce solid rocket motors (SRMs) and ground-launched small diameter 
bomb systems; Rheinmetall to co-develop and produce the Barracuda, 
Fury, and SRMs for European defense; and large tech companies such as 
Meta and Microsoft. Moreover, Shield AI has begun collaborations with 
larger players such as L3Harris and Booz Allen Hamilton while Skydio’s DFR 
and X10D drones have been contracted by the DoD and Spain’s Ministry of 
Defence. 

Going forward, we expect new entrants to take budget share from large 
primes, particularly as spending growth favors many of the areas in which 
these companies are focused, such as AI, Autonomy, Cyber and Space. 
Further, we believe some will be successful in taking share in verticals that 
have traditionally been dominated by the larger companies, with Anduril’s 
win on the CCA program a good example. And we could see similar 
outcomes in the C5ISR and munitions areas. That said, the legacy primes 
hold enviable positions with large installed bases of platforms that will be 
maintained and upgraded for decades to come. These companies also 
benefit from strong balance sheets, which should provide them the 
opportunity to increase R&D spending and, when needed, to acquire the 
upstarts for their technologies. 
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Figure 23. List of VC-backed Defense Tech Companies 
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Source: Citi Research 
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(https://www.citivelocity.com/cv2/go/CLIENT_SUPPORT). The source for all referenced prices, unless otherwise stated, is 
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DataCentral, which sources price information from Thomson Reuters. Past performance is not a guarantee or reliable indicator 
of future results. Forecasts are not a guarantee or reliable indicator of future performance.
Investors should always consider the investment objectives, risks, and charges and expenses of an ETF carefully before 
investing. The applicable prospectus and key investor information document (as applicable) for an ETF should contain this and 
other information about such ETF. It is important to read carefully any such prospectus before investing. Clients may obtain 
prospectuses and key investor information documents for ETFs from the applicable distributor or authorized participant, the 
exchange upon which an ETF is listed and/or from the applicable website of the applicable ETF issuer. The value of the 
investments and any accruing income may fall or rise. Any past performance, prediction or forecast is not indicative of future or 
likely performance. Any information on ETFs contained herein is provided strictly for illustrative purposes and should not be 
deemed an offer to sell or a solicitation of an offer to purchase units of any ETF either explicitly or implicitly. The opinions 
expressed are those of the authors and do not necessarily reflect the views of ETF issuers, any of their agents or their affiliates.
Citigroup Global Markets India Private Limited and/or its affiliates may have, from time to time, actual or beneficial ownership 
of 1% or more in the debt securities of the subject issuer.
Please be advised that pursuant to Executive Order 13959 as amended (the “Order”), U.S. persons are prohibited from 
investing in securities of any company determined by the United States Government to be the subject of the Order. This 
research is not intended to be used or relied upon in any way that could result in a violation of the Order. Investors are 
encouraged to rely upon their own legal counsel for advice on compliance with the Order and other economic sanctions 
programs administered and enforced by the Office of Foreign Assets Control of the U.S. Treasury Department.
This communication is directed at persons who are "Eligible Clients" as such term is defined in the Israeli Regulation of 
Investment Advice, Investment Marketing and Investment Portfolio Management law, 1995 (the "Advisory Law"). Within Israel, 
this communication is not intended for retail clients and Citi will not make such products or transactions available to retail 
clients or to non-Eligible Clients. The presenter is not licensed as investment advisor or investment marketer by the Israeli 
Securities Authority (“ISA”) and this communication does not constitute investment or marketing advice. The information 
contained herein may relate to matters that are not regulated by the ISA. Any securities which are the subject of this 
communication may not be offered or sold to any Israeli person except pursuant to a security offering exemption according to 
the Israeli Securities Law, 1968and the public offering rules provided thereunder.
Citi Research broadly and simultaneously disseminates its research content to the Firm’s institutional and retail clients via the 
Firm’s proprietary electronic distribution platforms (e.g., Citi Velocity and various Global Wealth platforms). As a convenience, 
certain, but not all, research content may be distributed through third party aggregators. Clients may receive published 
research reports by email, on a discretionary basis, and only after such research content has been broadly disseminated. 
Certain research is made available only to institutional investors to satisfy regulatory requirements. The level and types of 
services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment 
focus and perspective (e.g. market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client 
relationship with the Firm and legal and regulatory constraints.
Pursuant to Comissão de Valores Mobiliários Resolução 20 and ASIC Regulatory Guide 264, Citi is required to disclose whether 
a Citi related company or business has a commercial relationship with the subject company. Considering that Citi operates 
multiple businesses in more than 100 countries around the world, it is likely that Citi has a commercial relationship with the 
subject company.
Disclosure for investors in the Republic of Turkey: Under Capital Markets Law of Turkey (Law No: 6362), the investment 
information, comments and recommendations stated here, are not within the scope of investment advisory activity. 
Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded 
between brokerage houses, portfolio management companies, non-deposit banks and clients. Comments and 
recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. 
These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment 
decision by relying solely to this information stated here may not bring about outcomes that fit your expectations. 
Furthermore, Citi Research is a division of Citigroup Global Markets Inc. (the “Firm”), which does and seeks to do business with 
companies and/or trades on securities covered in this research reports. As a result, investors should be aware that the Firm 
may have a conflict of interest that could affect the objectivity of this report, however investors should also note that the Firm 
has in place organisational and administrative arrangements to manage potential conflicts of interest of this nature.
Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are 
not deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment 
risks, including the possible loss of the principal amount invested. The Product is for informational purposes only and is not 
intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine 
the accuracy and completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's 
research department has received assistance from the subject company(ies) referred to in this Product including, but not 
limited to, discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending 
draft research to subject companies. However, it should be presumed that the author of the Product has had discussions with 
the subject company to ensure factual accuracy prior to publication. Statements and views concerning ESG (environmental, 
social, governance) factors are typically based upon public statements made by the affected company or other public news, 
which the author may not have independently verified. ESG factors are one consideration that investors may choose to 
examine when making investment decisions. All opinions, projections and estimates constitute the judgment of the author as 
of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other 
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departments within the Firm advising the companies discussed in this Product, information obtained in such role is not used in 
the preparation of the Product. Although Citi Research does not set a predetermined frequency for publication, if the Product is 
a fundamental equity or credit research report, it is the intention of Citi Research to provide research coverage of the covered 
issuers, including in response to news affecting the issuer. For non-fundamental research reports, Citi Research may not 
provide regular updates to the views, recommendations and facts included in the reports. Notwithstanding that Citi Research 
maintains coverage on, makes recommendations concerning or discusses issuers, Citi Research may be periodically restricted 
from referencing certain issuers due to legal or policy reasons. Where a component of a published trade idea is subject to a 
restriction, the trade idea will be removed from any list of open trade ideas included in the Product. Upon the lifting of the 
restriction, the trade idea will either be re-instated in the open trade ideas list if the analyst continues to support it or it will be 
officially closed. Citi Research may provide different research products and services to different classes of customers (for 
example, based upon long-term or short-term investment horizons) that may lead to differing conclusions or 
recommendations that could impact the price of a security contrary to the recommendations in the alternative research 
product, provided that each is consistent with the rating system for each respective product.
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be 
registered with, nor be subject to the reporting requirements of the U.S. Securities and Exchange Commission. There may be 
limited information available on foreign securities. Foreign companies are generally not subject to uniform audit and reporting 
standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less 
liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may 
have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. 
investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but 
investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from 
the Firm may be prohibited in certain states or other jurisdictions from purchasing securities mentioned in the Product from 
the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. takes responsibility for the 
Product in the United States. Any orders by US investors resulting from the information contained in the Product may be 
placed only through Citigroup Global Markets Inc.
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first 
named author is employed by. 
The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and 
AFSL No. 240992), participant of the ASX Group and regulated by the Australian Securities & Investments Commission. 
Citigroup Centre, 2 Park Street, Sydney, NSW 2000. Citigroup Global Markets Australia Pty Limited is not an Authorised 
Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the Australian Prudential Regulation Authority.
The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão 
de Valores Mobiliários ("CVM"), BACEN - Brazilian Central Bank, APIMEC - Associação dos Analistas e Profissionais de 
Investimento do Mercado de Capitais and ANBIMA – Associação Brasileira das Entidades dos Mercados Financeiro e de 
Capitais. Av. Paulista, 1111 - 14º andar(parte) - CEP: 01311920 - São Paulo - SP. 
This Product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is 
regulated by the Comisión Para El Mercado Financiero. Enrique Foster Sur, 20, piso 6, Las Condes, Santiago, Chile. 
Disclosure for investors in the Republic of Colombia :This communication or message does not constitute a professional 
recommendation to make investment in the terms of article 2.40.1.1.2 of Decree 2555 de 2010 or the regulations that modify, 
substitute or complement it. Para la elaboración y distribución de informes de investigación y de comunicaciones generales de 
que trata este artículo no se requiere ser una entidad vigilada por la Superintendencia Financiera de Colombia.
The Product is made available in Germany by Citigroup Global Markets Europe AG ("CGME"), which is regulated by the 
European Central Bank and the German Federal Financial Supervisory Authority (Bundesanstalt fur 
Finanzdienstleistungsaufsicht BaFin). Börsenplatz 9, 60313 Frankfurt am Main, Germany.
Unless otherwise specified, if the analyst who prepared this report is based in Hong Kong and it relates to “securities” (as 
defined in the Securities and Futures Ordinance (Cap.571 of the Laws of Hong Kong)), the report is issued in Hong Kong by 
Citigroup Global Markets Asia Limited. Citigroup Global Markets Asia Limited is regulated by Hong Kong Securities and Futures 
Commission. If the report is prepared by a non-Hong Kong based analyst, please note that such analyst (and the legal entity 
that the analyst is employed by or accredited to) is not licensed/registered in Hong Kong and they do not hold themselves out 
as such. Please refer to the section “Research Analyst Affiliations / Non-US Research Analyst Disclosures” for the details of the 
employment entity of the analysts. 
The Product is made available in India by Citigroup Global Markets India Private Limited (CGM), which is regulated by the 
Securities and Exchange Board of India (SEBI), as a Research Analyst (SEBI Registration No. INH000000438). CGM is also 
actively involved in the business of merchant banking (SEBI Registration No. INM000010718) and stock brokerage ((SEBI 
Registration No. INZ000263033) in India, and is registered with SEBI in this regard. Registration granted by SEBI and 
certification from National Institute of Securities Markets (NISM) in no way guarantee performance of the intermediary or 
provide any assurance of returns to investors. CGM’s registered office is at 1202, 12th Floor, First International Financial Centre 
(FIFC), G Block, Bandra Kurla Complex, Bandra East, Mumbai – 400098 & registered Tel: +91 22 61759999. Citi maintains 
robust policies, procedures,controls, and training to ensure continued compliance with all applicable rulesand regulations. All 
recommendations contained herein are made by dulyqualified research analysts. CGM’s Corporate Identity Number is 
U99999MH2000PTC126657, and its Compliance Officer [Vishal Bohra] contact details are: Tel:+91-022-61759994, Fax:+91-
022-61759851, Email: cgmcompliance@citi.com. The Investor Charter in respect of Research Analysts and Complaints 
information can be found at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. The grievance officer 
[Nikita Jadhav] contact details are Tel: +91-022-42775089, Email: EMEA.CR.Complaints@citi.com. Investment in securities 
market are subject to market risks. Read all the related documents carefully before investing. SEBI prescribed Client Terms & 
Conditions can be found at 

32     Citi Research | Must C | July 2025

https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures


https://www.citivelocity.com/rendition/authfilelinksvcs/eppublic/V1/file?paramData=ZmlsZU5hbWU9L1MzL0dETVMvcHVi
RGlzY2xvc3VyZUh0bWxzL2dkbV9kaXNfc2ViaV9UZXJtc29mVXNlLmh0bWw
The Product is made available in Indonesia through PT Citigroup Sekuritas Indonesia.  Citibank Tower 10/F, Pacific Century 
Place, SCBD lot 10, Jl. Jend Sudirman Kav 52-53, Jakarta 12190, Indonesia. Neither this Product nor any copy hereof may be 
distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in 
compliance with applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The 
securities referred to in this Product have not been registered with the Capital Market and Financial Services Authority (OJK) 
pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of 
Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning 
of the Indonesian capital market laws and regulations. 
The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial 
Services Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock 
Exchange and Osaka Securities Exchange.  Otemachi Park Building, 1-1-1 Otemachi, Chiyoda-ku, Tokyo 100-8132 Japan. In the 
event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If 
you have questions regarding Citi Velocity, please call (81 3) 6270-3019 for help. 
The product is made available in the Kingdom of Saudi Arabia in accordance with Saudi laws through Citigroup Saudi Arabia, 
which is regulated by the Capital Market Authority (CMA) under CMA license (17184-31). 2239 Al Urubah Rd – Al Olaya Dist. 
Unit No. 18, Riyadh 12214 – 9597, Kingdom Of Saudi Arabia.
The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd. (CGMK), which is regulated by the 
Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). The 
address of CGMK is Citibank Center, 50 Saemunan-ro, Jongno-gu, Seoul 03184, Korea.   KOFIA makes available registration 
information of research analysts on its website.  Please visit the following website if you wish to find KOFIA registration 
information on research analysts of 
CGMK.  http://dis.kofia.or.kr/websquare/index.jsp?w2xPath=/wq/fundMgr/DISFundMgrAnalystList.xml&divisionId=MDIS0
3002002000000&serviceId=SDIS03002002000. The Product is made available in Korea by Citibank Korea Inc., which is 
regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Center, 50 
Saemunan-ro, Jongno-gu, Seoul 03184, Korea. This research report is intended to be provided only to Professional Investors 
as defined in the Financial Investment Services and Capital Market Act and its Enforcement Decree in Korea. 
The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Registration No. 199801004692 
(460819-D)) (“CGMM”) to its clients and CGMM takes responsibility for its contents as regards CGMM’s clients. CGMM is 
regulated by the Securities Commission Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 
50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product. 
The Product is made available in Mexico by Citi México Casa de Bolsa, S.A. de C.V., Grupo Financiero Citi México which is a 
wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Prolongación Reforma 
1196, 24 floor, Colonia Santa Fe, Alcaldía Cuajimalpa de Morelos, C.P. 05348, Ciudad de México.
The Product is made available in Poland by Biuro Maklerskie Banku Handlowego (DMBH), separate department of Bank 
Handlowy w Warszawie S.A. a subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Biuro 
Maklerskie Banku Handlowego (DMBH), ul.Senatorska 16, 00-923 Warszawa. 
The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital 
markets services and Exempt Financial Advisor license holder, and regulated by Monetary Authority of Singapore. Please 
contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising from, 
or in connection with, the analysis of this document. This Product is intended for recipients who are accredited, expert and 
institutional investors as defined under the Securities and Futures Act 2001. For Citi Private Bank, the Product is made 
available in Singapore by Citi Private Bank through Citibank, N.A., Singapore Branch. Citibank N.A., Singapore Branch is a 
licensed bank in Singapore that is regulated by the Monetary Authority of Singapore. Please contact your Private Banker in 
Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection with this document. 
The Product is intended for recipients who are accredited, expert and institutional investors as defined under the Securities 
and Futures Act 2001. For Citibank Singapore Limited (“CSL”), the Product is distributed in Singapore by CSL to selected 
Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of the 
Product. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any 
matters arising from or in connection with this document. The Product is intended for recipients who are accredited investors 
as defined under the Securities and Futures Act (Cap. 289).
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 
2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) 
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  The 
investments and services contained herein are not available to private customers in South Africa. 
The Product is made available in the Republic of China (Taiwan) through Citigroup Global Markets Taiwan Securities 
Company Ltd. ("CGMTS"), 14F, 15F and 16F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the license scope and the 
applicable laws and regulations in the Republic of China (Taiwan). CGMTS is regulated by the Securities and Futures Bureau of 
the Financial Supervisory Commission of Taiwan, the Republic of China (Taiwan). No portion of the Product may be reproduced 
or quoted in the Republic of China (Taiwan) by the press or any third parties [without the written authorization of CGMTS]. 
Pursuant to the applicable laws and regulations in the Republic of China (Taiwan), the recipient of the Product shall not take 
advantage of such Product to involve in any matters in which the recipient may have conflicts of interest. If the Product covers 
securities which are not allowed to be offered or traded in the Republic of China (Taiwan), neither the Product nor any 
information contained in the Product shall be considered as advertising the securities or making recommendation of the 
securities in the Republic of China (Taiwan). The Product is for informational purposes only and is not intended as an offer or 
solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products 
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mentioned in the Product must take into account existing public information on such security or the financial products or any 
registered prospectus. 
The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and 
Exchange Commission of Thailand.  399 Interchange 21 Building, 18th Floor, Sukhumvit Road, Klongtoey Nua, Wattana 
,Bangkok 10110, Thailand. 
The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski 
Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. 
In the U.A.E, these materials (the "Materials") are communicated byCitigroup Global Markets Limited, DIFC branch ("CGML"), 
an entityregistered in the Dubai International Financial Center ("DIFC") andlicensed and regulated by the Dubai Financial 
Services Authority ("DFSA",license #CL0221) to Professional Clients and Market Counterparties, as definedin DFSA 
regulations, only and should not be relied upon or distributed toRetail Clients.  Financial products and/or services to which the 
Materialsrelate will only be made available to Professional Clients and MarketCounterparties. Citigroup Global Markets 
Limited DIFC Branch registered addressis Level 3, Gate District Building 02, Dubai International Financial Centre andcan be 
contacted on +971 4 509 97 90.
The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised by the Prudential 
Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority (“FCA”) and the PRA.  This material may relate 
to investments or services of a person outside of the UK or to other matters which are not authorised by the PRA nor regulated 
by the FCA and the PRA and further details as to where this may be the case are available upon request in respect of this 
material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. 
The Product is made available in United States and Canada by Citigroup Global Markets Inc., which is a member of FINRA and 
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.  
Unless specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Europe 
AG ("CGME"), which is regulated by the European Central Bank and the German Federal Financial Supervisory Authority 
(Bundesanstalt für Finanzdienstleistungsaufsicht-BaFin). 
The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services 
would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price 
and/or value and investors may get back less than originally invested. Certain high-volatility investments can be subject to 
sudden and large falls in value that could equal or exceed the amount invested.The yield and average life of CMOs 
(collateralized mortgage obligations) referenced in this Product will fluctuate depending on the actual rate at which mortgage 
holders prepay the mortgages underlying the CMO and changes in current interest rates. Any government agency backing of 
the CMO applies only to the face value of the CMO and not to any premium paid. Certain investments contained in the Product 
may have tax implications for private customers whereby levels and basis of taxation may be subject to change. If in doubt, 
investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or 
other risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal 
advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular 
investor. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, having regard 
to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to 
obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the 
product.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes 
the Firm's estimates, data from company reports and feeds from Thomson Reuters. The source for all referenced prices, unless 
otherwise stated, is DataCentral. Past performance is not a guarantee or reliable indicator of future results. Forecasts are not a 
guarantee or reliable indicator of future performance. The printed and printable version of the research report may not include 
all the information (e.g. certain financial summary information and comparable company data) that is linked to the online 
version available on the Firm's proprietary electronic distribution platforms.
Card Insights. Where this report references Card Insights data, Card Insights consists of selected data from a subset of Citi’s 
proprietary credit card transactions. Such data has undergone rigorous security protocols to keep all customer information 
confidential and secure; the data is highly aggregated and anonymized so that all unique customer identifiable information is 
removed from the data prior to receipt by the report’s author or distribution to external parties. This data should be considered 
in the context of other economic indicators and publicly available information. Further, the selected data represents only a 
subset of Citi’s proprietary credit card transactions due to the selection methodology or other limitations and should not be 
considered as indicative or predictive of the past or future financial performance of Citi or its credit card business.
Where included in this report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. 
(MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be 
reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an 
"as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, 
accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without 
limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing 
or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and 
the MSCI indexes are services marks of MSCI and its affiliates. Part of this product may contain Sustainalytics proprietary 
information that may not be reproduced, used, disseminated, modified nor published in any manner without the express 
written consent of Sustainalytics. Sustainalytics, its affiliates and any third party involved in, or related to, computing or 
compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or 
fitness for a particular purpose with respect to any of this information. Any information attributed to Sustainalytics is provided 
solely for informational purposes and on its own should not be considered an offer to buy or sell a security. Neither 
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Sustainalytics nor all its third-party suppliers provide investment advice (as defined in the applicable jurisdiction) or any other 
form of (financial) advice. The information is provided “as is” and, therefore Sustainalytics assumes no responsibility for errors 
or omissions. Sustainalytics cannot be held liable for damage arising from the use of this product or information contained 
herein in any manner whatsoever. Where data is attributed to Morningstar that data is © 2025 Morningstar, Inc. All Rights 
Reserved. That information: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for 
any damages or losses arising from any use of this information.
The Firm accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or contain 
hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not 
reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm 
takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained 
therein. Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing 
such website or following such link through the Product or the website of the Firm shall be at your own risk and the Firm shall 
have no liability arising out of, or in connection with, any such referenced website.
© 2025 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi and Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights 
reserved. The research data in this report are not intended to be used for the purpose of (a) determining the price of or amounts 
due in respect of (or to value) one or more financial products or instruments and/or (b) measuring or comparing the 
performance of, or defining the asset allocation of a financial product, a portfolio of financial instruments, or a collective 
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