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Defence expenditure as a % of GDP
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Source: Momentum Global Investment Management, NATO, 2024. Figures for 2024 are estimates. *These Allies have national laws or political
agreements which call for 2% of GDP to be spent on defence annually, consequently future estimates are expected to change accordingly.

What this chart shows

This chart shows NATO members’ estimated defence expenditure as a percentage of GDP for 2024. The
orange dashed line shows NATO’s long-standing 2% guideline, while the blue line shows the alliance’s newly
agreed pledge to allocate 5% of GDP to defence, and resilience and security, by 2035. Although the new
target is non-binding, it marks a significant shift in tone. The US, Poland and other countries close to Russia
continue to lead in defence spending, while countries like Spain and Belgium remain well below target.
Notably, Spain negotiated an exemption from the 5% pledge ahead of the summit, citing political and fiscal
constraints. The announcement, made at the NATO meeting in the Netherlands last week, triggered a fresh
rally in European defence stocks, with the MSCI Europe Aerospace and Defence index up 5%* over the
summit days and almost 70%* year-to-date.

Why this is important

The renewed commitment to defence spending comes amid rising geopolitical tensions and concerns that
the US could scale back its support for NATO. Investors have been rotating into European defence names,
encouraged by increased ETF issuance and a growing belief that increased government spending will
support long-term sector growth. That said, the sector’s recent rally has been largely driven by sentiment.
With many NATO countries under fiscal pressure, delivering on the 5% pledge may prove challenging,
suggesting this may mark a near-term peak in optimism. Even so, the strategic shift in defence policy is the
most significant since the Cold War, and the emergence of governments as dominant buyers has provided
a powerful tailwind. Defence stocks are highly sensitive to geopolitical tensions and conflict escalations, as
seen after the invasions of Ukraine in 2022 and Israel in 2023. With ongoing conflict risks still to be resolved,
the sector remains tightly linked to any geopolitical developments.

*in USD terms as at 26th June 2025

momentum

global investment management

Weekly market update
week ending 27 June 2025

Market sentiment was buoyed by hopes for better trade relations, especially the US/
China rare earth deal and extensions to temporary tariff relief, helping lift global

equities to record levels. However, this optimism was tempered by growing worries over
US long term sovereign debt outflows, highlighting growing investor concerns about
fiscal sustainability and pent-up inflation risk.

g= vs a2, vx

o = o
— Wy
» The S&P 500 and Nasdaq reached record highs, » UK output price inflation fell to a four-year low (53.2)

powered by optimism over fresh US/ China trade in June, supporting the case for Bank of England
deals and potential Federal Reserve rate cuts. rate cuts, possibly in August.

» Federal Reserve held interest rates at 4.25-4.50%, » The BoE Governor warned of a slowdown in the
signalling possible two quarter point rate cuts later jobs market, citing higher national insurance and
in 2025. ongoing inflation risks, especially in food.

» The Fed proposed cutting the enhanced » A 10-year Industrial Strategy was launched, while
supplementary leverage ratio for big banks to 3.5%- consultations began on new sustainability reporting
4.5%, partly granting lenders’ calls to exclude assets standards.

like Treasuries from the calculation.

» Keir Starmer agreed to pare back a divisive £5 billion
» US housing starts dropped ~10% in May, the cut to welfare to quiet a rebellion by his own party.

lowest since May 2020, indicating cooling in the US

property market.
Europe >\ Rest of the World/Asia
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» The EU is preparing for all outcomes in trade talks » US airstrikes didn’t destroy Iran’s core nuclear
with the US, including a potential breakdown, Ursula components below ground, according to early
von der Leyen said. “All options remain on the table” Pentagon assessments, and were said to have set

the program back several months to a year. The UN

» Europe-Wide markets held Steady, with the STOXX Watchdog urged ]‘resh inspections of the sites.

600 trading flat as investors weighed US Fed signals.

» China’s industrial firms saw their profits drop 9.1% in
May, the most since October, as higher US tariffs and
lingering deflationary pressure took hold.

» EU finance ministers backed customs and tax
reforms, including new Code of Conduct and
banking crisis.

» Chinese stock indices fell, with Shanghai Composite

» Spain’s inflation edged up to 2.2%, driven by rising down ~0.9% over two sessions - but may rebound
food and fuel costs. soon.

» Talks progressed on an EU “Savings and » Individual investors in Japan are increasing their
Investments Union” and banking market purchases of government bonds at the fastest pace
infrastructure aimed at boosting integration. in 18 years, with the value of JGBs held by individuals

jumping 17.1% from a year earlier at the end of
March.
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United States usD 3.4% 4.5% 5.4% 13.7% US Property Securities usD -1.1% -1.3% -1.2% 8.2%
United Kingdom GBP 0.2% 0.2% 9.5% 10.9% Australian Property Securities AUD -2.1% 0.8% 4.4% 10.5%
Continental Europe EUR 16% -0.7% 10.0% 78% Asia Property Securities usD 2.0% 4.1% 170% 206%
Japan JPY 26% 1.5% 3.4% 4.2% Global Property Securities usD 0.5% 1.2% 6.5% 13.8%
Australia AUD 0.2% 1.1% 6.1% 13.6% Euro usD 16% 3.3% 13.3% 9.5%
Global usD 3.3% 39% 9.0% 15.4% UK Pound Sterling USsD 1.8% 1.8% 9.5% 83%
Emerging Europe usb 47% 58% 335% 22.1% Australian Dollar usD 1.2% 17% 57% -1.7%
Emerging Asia Usb 3.4% 2% 14.9% 16.3% South African Rand usD 0.8% 1.0% 6.0% 37%
Emerging Latin America usD 2.1% 4.7% 28.2% 11.8% Swiss Franc USD 2.2% 29% 13.6% 12.4%
BRICs usp 29% 4.3% 14.5% 18.4% Chinese Yuan usD 0.1% 0.4% 1.8% 1.4%
MENA countries usD 5.1% 2.1% 0.6% 6.7% Commodities USD -4.6% 4.9% 2.8% 1.4%
South Africa usb 1.8% 3.3% 28.0% 34.1% Agricultural Commodities usD -16% -06% -26% -0.3%
India usb 36% 4.0% 9.4% >.4% oil usD -12.0% 6.1% -9.2% -216%
Global emerging markets usb 3.3% 6.5% 15.8% 16.3% Gold USsD -28% -0.5% 24.8% 40.8%

Bonds Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.
US Treasuries uSsD 0.6% 1.0% 3.4% 4.4%
US Treasuries (inflation protected) usD 0.4% 0.7% 4.3% 5.1%
US Corporate (investment grade) usD 0.7% 1.4% 3.7% 6.1%
US High Yield usD 0.8% 1.6% 4.3% 10.0%
UK Gilts GBP 0.2% 1.4% 2.4% 1.2%
UK Corporate (investment grade) GBP 0.4% 1.8% 3.3% 5.4%
Euro Government Bonds EUR -0.2% -0.3% 0.4% 4.1%
Euro Corporate (investment grade) EUR 0.0% 0.2% 1.8% 59%
Euro High Yield EUR 0.1% 0.4% 2.7% 8.2%
Global Government Bonds usD 1.0% 1.4% 70% 8.3%
Global Bonds usb 1.0% 1.8% 71% 8.3%
Global Convertible Bonds usD 2.3% 3.5% 10.5% 18.6%
Emerging Market Bonds usD 1.1% 2.0% 49% 8.8%
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Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but

we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multi-manager and the manager of the underlying assets at
rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at The Rex Building, 62 Queen Street, London EC4R 1EB.
MGIM is authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and
is exempt from the requirements of section 7(1) of the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS)

in South Africa, in terms of the FSCA FAIS Notice 9 of 2025 (published 9 January 2025). For complaints relating to MGIM’s
financial services, please contact distributionservices@momentum.co.uk. © MGIM 2025.
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