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Empowering GPs to capitalise on the accelerating defence

opportunity

Geopolitical instability has pushed national security and strategic autonomy to the top of Europe’s investment agenda. The

2024 Draghi Report identifies defence and security as a key pillar of European competitiveness, calling for an extra €50 billion

in annual investment through 2030.

For years, defence assets were sidelined due to lack of demand, supply bottlenecks, long lead times, and ethical concerns

that placed many manufacturers on exclusion lists.

This paradigm is rapidly changing. Defence financing is now a central public priority, supported by initiatives like ReArm

Europe. The European Commission has also clarified that defence investments can align with sustainable finance
frameworks - such as SFDR and the EU Taxonomy - as long as companies avoid internationally prohibited weapons.

From “exclusion” to “engagement”

Defence is re-emerging as a strategic investment theme,
underpinned by several drivers such as technological
innovation, search for industrial autonomy and renewed
public budget commitments. Against this background,
asset owners are easing long-standing restrictions and
removing major European defence companies from
exclusion lists.

Exclusion policies now draw a clearer line between
treaty-banned controversial weapons and conventional
systems, enabling enhanced allocations to the defence
industry.

Private market activity is accelerating. Over the past four
years, more than 30 specialised defence or sovereignty-
tech funds have been launched across Europe, targeting
dual-use technologies central to the Continent’s
strategic-autonomy agenda.

Investment strategies include early-stage venture
(nearly half of all funds and a third of AUM), growth and
flexible equity, buyout and credit.

Many align explicitly with EU priorities, focusing on
niche capabilities, industrial resilience and cross-border
supply-chain integration.

Private asset funds with a European defence focus
[in €bn; private debt and private equity, incl. venture]
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Defining the GP “defence playbook”

Despite growing momentum, defence remains a
complex sector that requires a focused, rigorously
designed investment strategy.

Hurdle #1: Complex investable universe. The
landscape of small, specialised, and family-owned
European defence suppliers makes it challenging for
GPs to seize investable opportunities at scale.

=» Define a compelling investment thesis.

The defence sector is best accessed through a
broader strategic investment framework. Potential
approaches include: (i) supporting Europe’s strategic
transition, embedding sovereignty alongside other
structural themes (e.g. energy, digital, industrial
transitions); and (ii) backing innovative technologies,
capturing the growing dual-use opportunity in
defence-adjacent subsectors such as cybersecurity,
semiconductors or space technologies.

Success depends on treating defence as a long-term
enabler of resilience and technological edge,
underpinned by a deep understanding of
procurement cycles, innovation dynamics, and the
specific points where private capital can most
effectively reinforce Europe’s strategic transition.

Hurdle #2: Responsible investment commitments.
Even when firms meet SFDR or exclusion-list criteria,
broader ethical concerns, reputational sensitivities
and limited decarbonisation potential still deter
some investors.

=» Revamp the responsible investment approach.
Asset managers aiming to integrate defence while
upholding their sustainability credentials must
rethink exclusion sensitivities and update ESG
frameworks. This starts with a clear distinction
between prohibited weapons (cluster munitions,
anti-personnel mines, chemical or biological
weapons) and the broader defence sector. Ethical
guardrails remain essential - especially on export
practices and civilian protection - but real value
comes from active engagement. Stewardship can
drive SBTi-aligned decarbonisation, support EU-
Taxonomy-compliant capex, improve supply chain
transparency, and strengthen standards across the
value chain. Defence should not be a blind spot but a
domain where investors help accelerate positive
transition.

Hurdle #3: Margin pressures and unpredictable
revenues. Long certification cycles, irregular
procurement patterns, and dependence on slow-
moving political decisions continue to constrain both
profitability and long-term business planning.

=> Apply deeper, more disciplined due diligence to
all future investments.

Investors need to rigorously assess exposure to
political, procurement, and export-control risks.
Order books should be examined carefully. Direct
access to government stakeholders and sector
experts is essential to evaluate the likelihood, timing,
and scale of future spending. Effective due diligence
must also include a realistic assessment of
profitability constraints. Finally, each opportunity
should be checked against exclusion policies.
Effective due diligence therefore blends financial
analysis with geopolitical insight and sustainability
scrutiny.

Hurdle #4: Challenging exits: Limited scalability can
drive poorly conceived diversification, creating
inconsistent product portfolios. A narrow pool of
strategic buyers and strict oversight of foreign
investors make exits less predictable.

=» Build a coherent transformation and growth
roadmap for portfolio companies.

A clear strategic plan is essential to ensure that
inorganic growth enhances the portfolio company’s
attractiveness to future investors. Close
communication with regulatory authorities is also
crucial to anticipate potential constraints on foreign
investment and ensure that viable exit pathways
remain open.

Capturing the defence opportunity responsibly
demands that GPs remain true to their purpose while
drawing on deep sector expertise. By combining a
clear investment strategy, robust sustainability and
strategy due diligence, and specialised know-how,
they can generate long-term value and positively
contribute to Europe’s sovereignty.

Indefi is a strategy consulting firm that supports asset managers - from the top 10 largest global firms to boutiques and
private market specialists - in achieving their growth objectives. Operating across Europe and the U.S., and bringing together
more than 85 consultants of over 15 nationalities, Indefi combines a global perspective with deep local market insights. The
firm’s conviction-led advice spans organic growth strategy, sustainability, and M&A support.

For more information, please visit www.indefi.com
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