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NATO moves to 5% of GDP - FAQ 
The NATO allies have agreed to a 5% of GDP defence spending target by 2035. Of that 
figure, 3.5% is allocated towards core defence capabilities and 1.5% will be invested in 
defence related outlays. In this note we provide an FAQ for investors to navigate the key 
impacts on the Defence sector over the coming years.  

(1). If NATO countries all increase their military spending to 5% of GDP what 
does this do to the underlying growth rate of A&D companies? 
Based on 2024 GDP estimates we see c.$371bn of incremental Defence spending if all 
NATO members (ex US) were to spend 3.5% of GDP on core defence, vs $507bn in 
2024. NATO members (ex US) ramping defence spending from c.2.1% in 2024 on core 
defence spending to c.3.5% by 2035 would mean a 2024-35e CAGR of c.>5% in budgets.  

We see the underlying growth of the European Defence companies at >12.5% CAGR 
2024-28 as we see the % of procurement increasing from c.32% in 2024 to c.40% 
through 2030. However, the 3.5% core defence journey won’t be homogenous in our 
view (we expect countries to ramp defence spending at a different rate), and companies 
with high exposure to Defence budgets that will ramp earlier to 3.5% will likely grow the 
most. For instance, if Germany spends 3.5% in core defence by 2029, this will mean 
>€150bn in defence. The government spending c.40% of this on procurement would 
mean c.€60bn to be spent on equipment by 2029 (which compares to c.€26bn in 2024) 
implying a 2024-29 CAGR of c.20% in equipment. 

(2). What % of NATO spend will go to US vs European vs ROW companies? 
Whether European or US companies will benefit the most from the rearmament of 
Europe has become one of the key points of discussion with investors. We expect most 
of the incremental defence investments to go to European companies. For instance, 
Indra highlighted at the Paris Air Show that c.80% of the >€10bn of incremental defence 
spending that Spain will invest in 2025 to reach 2% will be allocated to Spanish Defence 
companies. We also believe that countries like France have a strong enough Defence 
industry to be almost 100% self-sufficient and independent from the US.  

In our view, there are 3 core capabilities (HIMARS, Patriot & F35) where Europe will 
likely still be reliant on the US mid-term. We see scope for the US companies to 
participate in the European defence investment cycle through JVs like the recently 
announced JVs of Lockheed Martin (missiles) and Anduril (drones) with Rheinmetall or 
from business units domiciled in Europe such at GD Land Systems. 

 
  

 29 June 2025      
Equity 
Global 
Defence  
    
Equity Research 
Benjamin Heelan >> 
Research Analyst 
MLI (UK) 
+44 20 7996 5723 
benjamin.heelan@bofa.com  
Ronald J. Epstein 
Research Analyst 
BofAS 
+1 646 855 5695 
r.epstein@bofa.com  
Carlos Iranzo Peris >> 
Research Analyst 
MLI (UK) 
+44 20 7995 3016 
carlos.iranzoperis@bofa.com  
Mariana Perez Mora 
Research Analyst 
BofAS 
+1 646 855 5696 
mariana.perezmora@bofa.com  
Investment & ETF Strategy 
Jared Woodard 
Investment & ETF Strategist 
BofAS 
+1 646 855 2600 
jared.woodard@bofa.com  
Economics 
Ruben Segura-Cayuela 
Europe Economist 
BofA Europe (Madrid) 
+34 91 514 3053 
ruben.segura-cayuela@bofa.com   
    

 

HIMARS: High Mobility Artillery Rocket 
System 

NATO: North Atlantic Treaty Organization  

ROW: Rest of world  
 

 
 

Accessible version  

Timestamp: 29 June 2025 05:00AM EDT

mailto:benjamin.heelan@bofa.com
mailto:r.epstein@bofa.com
mailto:carlos.iranzoperis@bofa.com
mailto:mariana.perezmora@bofa.com
mailto:jared.woodard@bofa.com
mailto:ruben.segura-cayuela@bofa.com
https://rsch.baml.com/access?q=Skro81DXTME


 
 

2 Global Defence | 29 June 2025  
 

 

  
(3).  Which areas of defense spending will increase the most? 
Defence electronics (radar, sensors) and air defence systems (integrated air, missile 
defence and precision strike) will be a corner stone of the NATO capability review. We 
believe these will be the areas with significant growth well beyond 2030, and as a result, 
we see the market shifting to prefer names with significant electronics/air defence 
exposure. Shorter cycle & more heavily exposed land portfolios will still see significant 
growth across their portfolios as a result of the increasing budgets, but we likely see the 
rate of growth slow beyond 2030.  

We believe investors will start to shift towards portfolios and companies with exposure 
to end markets with growth visibility well beyond 2030 into the second half of the year 
where valuations are more attractive right now. 

Alongside the 3.5% of GDP to be spent on core defence, NATO is targeting c.1.5% of 
GDP on defence ‘related’ outlays. We see exposure to Cyber & Space as key areas of 
exposure here. Cyber will likely increase in importance in defence applications mid to 
long term and Space is clearly seen as a strategic capability at the European level. 

(4).  Which companies are best positioned to benefit from this increased 
spending? 
In the US, we see Lockheed, Raytheon, General Dynamics as best positioned across the 
prime contractors, and DRS on the subsystem’s suppliers. 

(5).  How firm do we think this 5% commitment is? 
The NATO allies agreed to a 5% of GDP defence spending target by 2035. Of that figure, 
3.5% is allocated towards core defence capabilities and 1.5% will be invested in defence 
related outlays. NATO members will commit to annual plans to reach the 5% goal and a 
NATO review will take place in 2029. We have seen most countries in Europe now 
articulate a plan on how they are going to achieve these higher levels of defence 
spending, and their commitment to the higher 5% targets. We see the 5% as a firm 
commitment that will stick. 

(6).  How will countries finance this increase spending, will other expenditures 
be cut or will this all be debt financed? 
The financing of the defence budget increases in Europe will be a significant focus of 
the market in the next few years. In the UK, the government has cut the aid budget to 
provide some additional flexibility to increase defence spending, and the UK has 
committed to the 5% of GDP target by 2035, and it is likely more budget savings will 
need to be found to support the higher spending. In Germany, the budget announcement 
last week highlighted a commitment to get to 3.5% on core defence by 2029, which in 
our view was ahead of expectations, the financing of the budget will be through debt. In 
France, there is a big question mark about their ability to finance a significant increase 
in defence spending above the currently approved Military Programming Law.  

In their recent report, the BofA European Economists highlight that post the 5% 
commitment (3.5% on hard expenditure), the focus turns now to the credibility of that 
shift, particularly in Europe, where limited fiscal space, little appetite for mutualisation, 
and distance to Russia are all key ingredients for a lack of more aggressive efforts in 
some countries. That political conundrum will eventually, but not quickly, need to be 
resolved, since a slow move towards 3-3.5% is part of our base case. 

(7).  Could this commitment lead to an arms race in other regions other world, 
specifically Asia-Pacific? 
We see sovereignty becoming a global investment theme mid-term and believe core 
capabilities around air defence and precision strike are key investment areas in the 
defence landscape to protect and reinforce the sovereignty of countries. We believe 
most of the incremental defence investment from European NATO members will focus 
on the significant capabilities shortages of Europe (missiles, air defence, radar, defence 
electronics). We also see strong growth in defence budget in Asia (Japan, Australia) as 

https://research1.ml.com/C?q=nwgqMmMVn9RvXnc1iKi2uA
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well as the Middle East, as these governments also look to underpin their security with 
these key capability areas.  

(8).  Which ETFs would we buy to take advantage of this increased defense 
spending?  
In our view, the Global X Defense Tech ETF (SHLD) is the best fund to own for 
diversified exposure to rising global defense spending. Approximately 40% of the ETF is 
allocated to companies in Europe and the UK, with large stakes in firms like BAE 
Systems, Rheinmetall AG, Thales SA, and Leonardo SpA. In addition to providing global 
access, the fund invests in both defense primes and new technology companies, with 
industry allocations to software, research, and electronics. SHLD ranks highest among its 
ETF peer group because of its strong risk-adjusted returns, the liquidity of its holdings, 
and the high ratio of companies with Buy ratings from BofA analysts. SHLD has rallied 
59% YTD, outperforming other defense industry ETFs by 30ppt or more. For more 
details, see our report “Exchange Traded Funds: The new era of defense tech”. 

(9).  Are the defense service companies, such as BOOZ, positively impacted by 
this development? 
Compared to the defense primes, the national security services names are relatively less 
impacted by the 5% NATO target. Their primary customer is the US Government (USG). 
The USG represents 80%+ of their government solutions portfolios. KBR is the US 
defense services company with largest exposure to NATO defense build-up, in our 
coverage universe. See details on KBR, Leidos and Palantir below.  

That said, given increased NATO spending we do see opportunities for these names to 
expand their presence overseas. 

KBR significantly increased their exposure to UK’s national security applications through 
the acquisition of Frazer-Nash (2021) and VIMA Group (2022). Direct sales to EU 
(excluding the support to the US EUCOM though LOGCAP V) represents around 15% of 
Government Solutions sales (or 10%+ of total sales). They support UK’s Ministry of 
Defence (MOD) and European Space Agency (ESA). Unlike NASA, ESA has more flexibility 
to operate on military missions.  

Leidos has a strong presence in the UK supporting MOD, Metropolitan Police Service, 
and National Air Traffic Services. Key programs include the MOD Logistics Commodities 
& Services transformation (LCST) program and border security solutions. They employ 
around 1.3k people (or ~3% of total headcount). Total sales outside of the US to non-US 
customers is less than 10%. 

Palantir – from a less traditional defense solutions angle – could also benefit from a 
ramp in NATO spending. They recently received an award to build the Maven Smart 
System for the Allied Command operations. This AI-platform is aimed to analyze data 
from drones, sats, and intel databases to improve battlefield awareness, targeting, and 
decision making. Palantir’s software is also supporting several EU countries with their 
defense & intel missions, with Europe being a strong contributor to Palantir’s ~$400mn 
sales related to International Governments (~10% of total sales 
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Exhibit 1: Stocks mentioned 
Prices and ratings for stocks mentioned in this report 

BofA Ticker Bloomberg ticker Company name Price Rating 
GD GD US General Dynamics US$ 290.74 A-1-7 
SHLD SHLD US Global X Defense US$ 59.18 1-FV 
KBR KBR US KBR US$ 48.2 B-1-7 
LDOS LDOS US Leidos Holdings US$ 155.68 B-1-7 
DRS DRS US Leonardo DRS US$ 45.04 B-1-7 
LMT LMT US Lockheed Martin US$ 458.59 B-2-7 
PLTR PLTR US Palantir US$ 130.74 C-1-9 
RTX RTX US RTX US$ 144.66 B-1-7 

Source: BofA Global Research  
BofA GLOBAL RESEARCH 

 

 
   
Price objective basis & risk 
General Dynamics (GD) 
Our PO of $310 is derived using a 1.1x relative multiple to the S&P 2026e EV/EBITDA. 
We think a premium to the market fairly considers the strength of the defense portfolio, 
the recovery expected in Aerospace, and improving Tech operations. 
 
Downside risks to our PO are 1) a downturn could occur in business jets, due to an 
exogenous factor, 2) given that business jets are priced in dollars, an unexpected 
devaluation in the dollar could significantly impact order activity, 3) poor execution on 
defense programs could adversely impact margins, 4) defense budget cuts could limit 
growth in the medium and long term. 

KBR (KBR) 
Our PO of $70 is based on a 0.8x relative EV/EBITDA multiple to the defense primes on 
2026 estimates. This equals a 11x EV/EBITDA multiple. We think the lower relative 
multiple fairly accounts for risks to NASA budget and slower-than-expected HomeSafe 
ramp, partially offset by opportunities on LNG within the STS segment. 
 
Downside risks: cuts to the US government budget vs. anticipated, increased 
competition from non-traditional players, problems integrating M&A, hiring the right 
personnel, containing costs, executing on fixed price contracts, sustaining reputational 
risk and earning future awards. On Sustainable Technologies, risks are slower-than-
expected adoption of sustainable technologies, or higher-than-expected competition, 
and thus, lower-than-expected profitability. 
 
Upside risks: better-than-anticipated budget allocated to innovative technologies and 
modernization, inexpensive and well-integrated M&A activity, unexpected capital return 
to shareholders in the form of dividends or share buybacks, market share gains, and 
better-than-expected margin expansion. On Sustainable Technologies, upside risks are 
faster-than-expected adoption of sustainable technologies, market share gains, and 
higher-than-expected profitability. 

Leidos Holdings (LDOS) 
Our PO of $185 is based on a 0.9x relative EV/EBITDA multiple to the defense primes on 
2026 estimates. We think a multiple slightly below the primes fairly reflects the near-
term pricing pressure from transitioning some managed services programs to more 
commercial-terms and the opportunities at border security, healthcare, and defense 
systems. This equals a 12.5x EV/EBITDA multiple 
 
Downside risks to our PO are: cuts to the US Government budget vs. anticipated, 
increased competition from non-traditional players, problems integrating M&A, hiring 
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the right personnel, containing its costs, estimating costs and executing on fixed price 
contracts, sustaining reputational risk and future awards. 
 
Upside risks to our PO are: a better than anticipated federal budget allocated to 
innovative technologies and modernization, inexpensive and well integrated M&A 
activity, unexpected capital return to shareholders in the form of dividends or share 
buybacks, market share gains, better than expected margin expansion. 

Leonardo DRS, Inc. (DRS) 
We derive our $50 PO based on a 25x EV/EBITDA multiple on 2026e. This implies a 1.8x 
relative multiple to the S&P 500 on 2026 estimates and to the defense primes on 2026 
estimates. A multiple above the broader market and in line with SMID cap defense peers 
alludes to the company's high growth profile and exposure to long term programs with 
strongly predictable schedules and funding. 
 
Downside risks to our PO are continued supply chain challenges pertaining to 
microelectronics, lumpiness of Columbia-class revenues, poor execution on fixed-price 
programs, continued fixed-price contract awards, poor award activity in the international 
market, potentially diminished funding for land systems in which DRS supports, and 
volatility from potential parent company secondary offering. 
 
Upside risks to our PO are even higher-than-expected growth in defense spending, 
accelerated margin ramp on the Columbia-class program, more cost-plus contract 
awards, continued strength in the international market, continued funding for land 
systems, and the gradual reduction in Leonardo SpA's ownership stake. 

Lockheed Martin (LMT) 
Our $495 PO is based on a 12.5x 2026e EV/EBITDA multiple versus the S&P 500 of 12x. 
We see a premium to the market (above historical average of 0.9x) as justified given the 
defensive nature of LMT's defense exposure, partially offset by questions over the 
Aeronautics business and uncertainty in our terminal value. 
 
Downside risks: as LMT derives nearly 30% of revenue from the Aeronautics division, 
should the company run into any execution issues on the F-35 program, we believe this 
could materially affect the company's financials in addition to posing headline risks. 
Execution risk on defense programs could result in cost overruns and margin 
contractions. Unexpected cancellations to programs in both commercial and military 
could materially impact Lockheed Martin as a result. Orders from international programs 
are difficult to time due to the complexity of the process. Thus, we could see some 
lumpiness with regard to international orders. 
 
Upside risks: F-35 program performs better than anticipated, defense spending is higher 
than expected, and LMT continues to buy back more shares than we forecast, driving 
higher EPS growth. 

Palantir Technologies (PLTR) 
Our PO of $150 is based on a 15x EV/EBITDA on 2035E. We use a longer-term valuation 
methodology to reflect sustained high-growth and profitability profile of the company. 
We think this valuation fairly captures the beneficial position to national security and US 
government/allies' digital modernization efforts, a leading role in artificial intelligence 
(AI)-powered platforms, opportunistic partnerships, strong balance sheet and strong 
profitability. 
 
Downside risks to our PO are lower-than-expected AI-platforms market growth, faster 
than expected commoditization, higher success from competitors to catch up with 
technologies, and/or stronger than expected resistance from government customers to 
use commercial off the shelf solutions. 
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Upside risks to our PO are stronger-than-expected growth of the AI-platforms market, 
higher-than-expected PLTR penetration, better-than-expected profitability, and/or 
successful agreements and investments. 

RTX Corp (RTX) 
Our $150 PO is based on 2026E EV/EBITDA 14x multiple vs. the S&P500 of 12x. We 
think a multiple slightly above the market fairly reflects RTX turning the corner of the 
recent GTF issue, strong demand tail winds, and defense exposure entering a period of 
reignited growth. 
 
Upside risks to our PO are if the GTF issues are fixed faster and smoother than 
anticipated, if the commercial aero and bizjet recoveries are better than expected, if 
margins fare better than we are forecasting, if the company executes on existing 
programs better than expected, or if gains share in the international market or makes a 
materially accretive acquisition. 
 
Downside risks to our PO are a downturn in commercial aviation due to the natural 
business cycle or an exogenous event such as a terrorist attack or a pandemic, additional 
complications related to the GTF powder-metal issue present further risks, a severe 
global economic slowdown affecting top-line growth as 45% of sales are generated 
outside the US, execution risk on defense programs or unexpected cancellations to 
programs, and uncertain timing around orders from international programs. 
  
Analyst Certification 
We, Benjamin Heelan, Jared Woodard, Mariana Perez Mora and Ronald J. Epstein, hereby 
certify that the views each of us has expressed in this research report accurately reflect 
each of our respective personal views about the subject securities and issuers.  We also 
certify that no part of our respective compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or view expressed in this research 
report. 
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US - Aerospace and Defense Coverage Cluster 

Investment rating Company BofA Ticker Bloomberg symbol Analyst 

BUY 
 AerCap Holdings N.V. AER AER US Ronald J. Epstein 
 Axon Enterprise Inc AXON AXON US Jordan Lyonnais 
 Boeing BA BA US Ronald J. Epstein 
 Bombardier BDRBF BDRBF US Ronald J. Epstein 
 Bombardier Inc. YBBD B BBD/B CN Ronald J. Epstein 
 Booz Allen Hamilton BAH BAH US Mariana Perez Mora 
 BWX Technologies, Inc. BWXT BWXT US Ronald J. Epstein 
 CACI International CACI CACI US Mariana Perez Mora 
 Crane Co. CR CR US Ronald J. Epstein 
 Embraer ERJ ERJ US Ronald J. Epstein 
 GE Aerospace GE GE US Ronald J. Epstein 
 General Dynamics GD GD US Ronald J. Epstein 
 HEICO Corporation HEI HEI US Ronald J. Epstein 
 Howmet Aerospace Inc. HWM HWM US Ronald J. Epstein 
 KBR KBR KBR US Mariana Perez Mora 
 L3Harris LHX LHX US Ronald J. Epstein 
 Leidos Holdings LDOS LDOS US Mariana Perez Mora 
 Leonardo DRS, Inc. DRS DRS US Ronald J. Epstein 
 Northrop Grumman NOC NOC US Ronald J. Epstein 
 OSI Systems OSIS OSIS US Mariana Perez Mora 
 Palantir Technologies PLTR PLTR US Mariana Perez Mora 
 Parsons Corporation PSN PSN US Mariana Perez Mora 
 Rocket Lab RKLB RKLB US Ronald J. Epstein 
 RTX Corp RTX RTX US Ronald J. Epstein 
 Teledyne Technologies Inc TDY TDY US Ronald J. Epstein 
 TransDigm Group Inc. TDG TDG US Ronald J. Epstein 

NEUTRAL 
 Amentum AMTM AMTM US Mariana Perez Mora 
 Cadre Holdings Inc CDRE CDRE US Ronald J. Epstein 
 CAE Inc. YCAE CAE CN Ronald J. Epstein 
 CAE Inc. CAE CAE US Ronald J. Epstein 
 Lockheed Martin LMT LMT US Ronald J. Epstein 
 RBC Bearings Inc RBC RBC US Ronald J. Epstein 
 StandardAero SARO SARO US Ronald J. Epstein 
 Textron TXT TXT US Ronald J. Epstein 
 V2X VVX VVX US Mariana Perez Mora 

UNDERPERFORM 
 Air Lease Corporation AL AL US Ronald J. Epstein 
 Albany International AIN AIN US Ronald J. Epstein 
 Garmin GRMN GRMN US Ronald J. Epstein 
 Hexcel Corporation HXL HXL US Ronald J. Epstein 
 Huntington Ingalls Industries HII HII US Ronald J. Epstein 
 Intuitive Machines LUNR LUNR US Ronald J. Epstein 
 Mercury Systems MRCY MRCY US Ronald J. Epstein 
 

    
Disclosures 
Important Disclosures  
     
Equity Investment Rating Distribution: Aerospace/Defense Electronics Group (as of 31 Mar 2025) 

Coverage Universe Count Percent Inv. Banking Relationships R1  Count Percent 
Buy 34 64.15% Buy 28 82.35% 
Hold 10 18.87% Hold 6 60.00% 
Sell 9 16.98% Sell 8 88.89%  
Equity Investment Rating Distribution: Engineering & Construction Group (as of 31 Mar 2025) 

Coverage Universe Count Percent Inv. Banking Relationships R1  Count Percent 
Buy 12 52.17% Buy 8 66.67% 
Hold 7 30.43% Hold 4 57.14% 
Sell 4 17.39% Sell 3 75.00%  
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Equity Investment Rating Distribution: Technology Group (as of 31 Mar 2025) 

Coverage Universe Count Percent Inv. Banking Relationships R1  Count Percent 
Buy 207 53.08% Buy 102 49.28% 
Hold 92 23.59% Hold 49 53.26% 
Sell 91 23.33% Sell 24 26.37%   
Equity Investment Rating Distribution: Global Group (as of 31 Mar 2025) 

Coverage Universe Count Percent Inv. Banking Relationships R1  Count Percent 
Buy 1867 54.40% Buy 1108 59.35% 
Hold 774 22.55% Hold 466 60.21% 
Sell 791 23.05% Sell 368 46.52% 
R1 Issuers that were investment banking clients of BofA Securities or one of its affiliates within the past 12 months. For purposes of this Investment Rating Distribution, the coverage universe includes only stocks. A stock 
rated Neutral is included as a Hold, and a stock rated Underperform is included as a Sell.    
Exchange-Traded Funds Investment Rating Distribution: Global Group (as of 31 Mar 2025) 

Coverage Universe Count Percent Inv. Banking Relationships R2  Count Percent 
Buy 131 23.19% Buy 86 65.65% 
Hold 423 74.87% Hold 311 73.52% 
Sell 11 1.95% Sell 7 63.64% 
R2 Exchange-traded funds (ETFs), or the ETF providers, that were investment banking clients of BofA Securities or one of its affiliates within the past 12 months. For purposes of this Investment Rating Distribution, the 
coverage universe includes only ETFs. An ETF rated 1-FV is included as a Buy; an ETF rated 2-FV, 3-FV, 1-NV, 2-NV, 3-NV, 1-UF or 2-UF is included as a Hold; and an ETF rated 3-UF is included as a Sell.     
FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK RATINGS, indicators 
of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of both a stock’s absolute total return 
potential as well as its attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). Our investment ratings are: 1 - Buy stocks 
are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster; 2 - Neutral stocks are expected to remain flat or 
increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least attractive stocks in a coverage cluster. An investment rating 
of 6 (No Rating) indicates that a stock is no longer trading on the basis of fundamentals. Analysts assign investment ratings considering, among other things, the 0-
12 month total return expectation for a stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock 
should be referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price 
appreciation (depreciation). 

Investment rating Total return expectation (within 12-month period of date of initial 
rating) 

Ratings dispersion guidelines for coverage clusterR3 

Buy ≥ 10% ≤ 70% 
Neutral ≥ 0% ≤ 30% 

Underperform N/A ≥ 20% 
R3Ratings dispersions may vary from time to time where BofA Global Research believes it better reflects the investment prospects of stocks in a Coverage Cluster. 

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered to be secure) 
and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common industry, sector, 
region or other classification(s). A stock’s coverage cluster is included in the most recent BofA Global Research report referencing the stock.  
EXCHANGE-TRADED FUNDS (ETF) INVESTMENT OPINION KEY: Opinions reflect both an Outlook Rating and a Category Rating. OUTLOOK RATINGS reflect the analyst's assessment of the ETF’s 
attractiveness relative to other ETFs within its category (including sector, region, asset class, thematic, and others). There are three outlook ratings: 1 - the ETF is more attractive than covered 
peers in the same category over the next 12 months; 2 - the ETF is similarly attractive to covered peers in the same category over the next 12 months; and 3 - the ETF is less attractive than 
covered peers in the same category over the next 12 months. CATEGORY RATINGS, indicators of the analyst’s view of the ETF’s category and which incorporate published views of BofA Global 
Research department analysts, are: FV - Favorable view, NV - Neutral view and UF - Unfavorable view.  
 
Price Charts for the securities referenced in this research report are available on the Price Charts website, or call 1-800-MERRILL to have them mailed. 
BofAS or one of its affiliates acts as a market maker for the equity securities recommended in the report: General Dynamics, Global X Defense, KBR, Leidos Holdings, Leonardo DRS, Lockheed 
Martin, Palantir, RTX. 
BofAS or an affiliate was a manager of a public offering of securities of this issuer within the last 12 months: General Dynamics, Lockheed Martin. 
The issuer is or was, within the last 12 months, an investment banking client of BofAS and/or one or more of its affiliates: General Dynamics, KBR Inc, Leidos Holdings, Leonardo DRS, Inc., 
Lockheed Martin, RTX. 
BofAS or an affiliate has received compensation from the issuer for non-investment banking services or products within the past 12 months: General Dynamics, KBR Inc, Leidos Holdings, 
Leonardo DRS, Inc., Lockheed Martin, Mirae Asset Global, RTX. 
The issuer is or was, within the last 12 months, a non-securities business client of BofAS and/or one or more of its affiliates: General Dynamics, KBR Inc, Leidos Holdings, Leonardo DRS, Inc., 
Lockheed Martin, Mirae Asset Global, RTX. 
An officer, director or employee of BofAS or one of its affiliates is an officer or director of this issuer: RTX. 
BofAS or an affiliate has received compensation for investment banking services from this issuer within the past 12 months: General Dynamics, KBR Inc, Leidos Holdings, Leonardo DRS, Inc., 
Lockheed Martin, RTX. 
BofAS or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer or an affiliate of the issuer within the next three months: General 
Dynamics, KBR Inc, Leidos Holdings, Leonardo DRS, Inc., Lockheed Martin, RTX. 
BofAS together with its affiliates beneficially owns one percent or more of the common stock of this issuer. If this report was issued on or after the 9th day of the month, it reflects the 
ownership position on the last day of the previous month. Reports issued before the 9th day of a month reflect the ownership position at the end of the second month preceding the date of 
the report: General Dynamics, Leidos Holdings, Lockheed Martin, RTX. 
BofAS together with its affiliates beneficially owns one percent or more of the shares of this fund. If this report was issued on or after the 9th day of the month, it reflects the ownership 
position on the last day of the previous month. Reports issued before the 9th day of the month reflect the ownership position at the end of the second month preceding the date of the report: 
Global X Defense. 
BofAS or one of its affiliates is willing to sell to, or buy from, clients the common equity of the issuer on a principal basis: General Dynamics, Global X Defense, KBR, Leidos Holdings, Leonardo 
DRS, Lockheed Martin, Palantir, RTX. 
The issuer is or was, within the last 12 months, a securities business client (non-investment banking) of BofAS and/or one or more of its affiliates: General Dynamics, KBR Inc, Leidos Holdings, 
Leonardo DRS, Inc., Lockheed Martin, Mirae Asset Global, RTX. 
BofA Global Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America 
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Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall 
profitability of the Bank’s sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible. 
BofAS and/or its affiliates participate in the creation and redemption of these ETFs and are an authorized participant for such ETFs: Global X Defense  
 

Other Important Disclosures 
From time to time research analysts conduct site visits of covered issuers. BofA Global Research policies prohibit research analysts from accepting payment or reimbursement for travel 
expenses from the issuer for such visits. 
Prices are indicative and for information purposes only. Except as otherwise stated in the report, for any recommendation in relation to an equity security, the price referenced is the publicly 
traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is indicative of the traded 
price as of the date and time of the report and in relation to a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the report and are from various 
sources including BofA Securities trading desks. 
The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp. 
 
Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering information in this report in connection 
with any investment decision, or for a necessary explanation of its contents. 
Officers of BofAS or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments. 
Refer to BofA Global Research policies relating to conflicts of interest. 
"BofA Securities" includes BofA Securities, Inc. ("BofAS") and its affiliates. Investors should contact their BofA Securities representative or Merrill Global Wealth Management 
financial advisor if they have questions concerning this report or concerning the appropriateness of any investment idea described herein for such investor. "BofA Securities" is a 
global brand for BofA Global Research. 
Information relating to Non-US affiliates of BofA Securities and Distribution of Affiliate Research Reports: 
BofAS and/or Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") may in the future distribute, information of the following non-US affiliates in the US (short name: legal name, 
regulator): Merrill Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd., regulated by the Financial Sector Conduct Authority; MLI (UK): Merrill Lynch International, regulated by the Financial 
Conduct Authority (FCA) and the Prudential Regulation Authority (PRA); BofASE (France): BofA Securities Europe SA is authorized by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) 
and regulated by the ACPR and the Autorité des Marchés Financiers (AMF). BofA Securities Europe SA (“BofASE") with registered address at 51, rue La Boétie, 75008 Paris is registered under no 
842 602 690 RCS Paris. In accordance with the provisions of French Code Monétaire et Financier (Monetary and Financial Code), BofASE is an établissement de crédit et d'investissement (credit 
and investment institution) that is authorised and supervised by the European Central Bank and the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and regulated by the ACPR and the 
Autorité des Marchés Financiers. BofASE's share capital can be found at www.bofaml.com/BofASEdisclaimer; BofA Europe (Milan): Bank of America Europe Designated Activity Company, Milan 
Branch, regulated by the Bank of Italy, the European Central Bank (ECB) and the Central Bank of Ireland (CBI); BofA Europe (Frankfurt): Bank of America Europe Designated Activity Company, 
Frankfurt Branch regulated by BaFin, the ECB and the CBI; BofA Europe (Madrid): Bank of America Europe Designated Activity Company, Sucursal en España, regulated by the Bank of Spain, the 
ECB and the CBI; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited, regulated by the Australian Securities and Investments Commission; Merrill Lynch (Hong Kong): Merrill Lynch 
(Asia Pacific) Limited, regulated by the Hong Kong Securities and Futures Commission (HKSFC); Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd, regulated by the Monetary Authority 
of Singapore (MAS); Merrill Lynch (Canada): Merrill Lynch Canada Inc, regulated by the Canadian Investment Regulatory Organization; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa 
de Bolsa, regulated by the Comisión Nacional Bancaria y de Valores; BofAS Japan: BofA Securities Japan Co., Ltd., regulated by the Financial Services Agency; Merrill Lynch (Seoul): Merrill Lynch 
International, LLC Seoul Branch, regulated by the Financial Supervisory Service; Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd., regulated by the Securities and Futures Bureau; 
BofAS India: BofA Securities India Limited, regulated by the Securities and Exchange Board of India (SEBI); Merrill Lynch (Israel): Merrill Lynch Israel Limited, regulated by Israel Securities 
Authority; Merrill Lynch (DIFC): Merrill Lynch International (DIFC Branch), regulated by the Dubai Financial Services Authority (DFSA); Merrill Lynch (Brazil): Merrill Lynch S.A. Corretora de Títulos e 
Valores Mobiliários, regulated by Comissão de Valores Mobiliários; Merrill Lynch KSA Company: Merrill Lynch Kingdom of Saudi Arabia Company, regulated by the Capital Market Authority. 
This information: has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties (as each is defined in the rules of the FCA 
and the PRA) by MLI (UK), which is authorized by the PRA and regulated by the FCA and the PRA - details about the extent of our regulation by the FCA and PRA are available from us on request; 
has been approved for publication and is distributed in the European Economic Area (EEA) by BofASE (France), which is authorized by the ACPR and regulated by the ACPR and the AMF; has 
been considered and distributed in Japan by BofAS Japan, a registered securities dealer under the Financial Instruments and Exchange Act in Japan, or its permitted affiliates; is issued and 
distributed in Hong Kong by Merrill Lynch (Hong Kong) which is regulated by HKSFC; is issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by BofAS 
India; and is issued and distributed in Singapore to institutional investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch (Singapore) 
(Company Registration No 198602883D). Merrill Lynch (Singapore) is regulated by MAS. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distributes 
this information in Australia only to 'Wholesale' clients as defined by s.761G of the Corporations Act 2001. With the exception of Bank of America N.A., Australia Branch, neither MLEA nor any of 
its affiliates involved in preparing this information is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation Authority. No 
approval is required for publication or distribution of this information in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch (DIFC) is 
authorized and regulated by the DFSA. Information prepared and issued by Merrill Lynch (DIFC) is done so in accordance with the requirements of the DFSA conduct of business rules. BofA 
Europe (Frankfurt) distributes this information in Germany and is regulated by BaFin, the ECB and the CBI. BofA Securities entities, including BofA Europe and BofASE (France), may 
outsource/delegate the marketing and/or provision of certain research services or aspects of research services to other branches or members of the BofA Securities group. You may be contacted 
by a different BofA Securities entity acting for and on behalf of your service provider where permitted by applicable law. This does not change your service provider. Please refer to the Electronic 
Communications Disclaimers for further information. 
This information has been prepared and issued by BofAS and/or one or more of its non-US affiliates. The author(s) of this information may not be licensed to carry on regulated activities in your 
jurisdiction and, if not licensed, do not hold themselves out as being able to do so. BofAS and/or MLPF&S is the distributor of this information in the US and accepts full responsibility for 
information distributed to BofAS and/or MLPF&S clients in the US by its non-US affiliates. Any US person receiving this information and wishing to effect any transaction in any security 
discussed herein should do so through BofAS and/or MLPF&S and not such foreign affiliates. Hong Kong recipients of this information should contact Merrill Lynch (Asia Pacific) Limited in 
respect of any matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this information. Singapore recipients 
of this information should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this information. For clients that are not accredited investors, 
expert investors or institutional investors Merrill Lynch (Singapore) Pte Ltd accepts full responsibility for the contents of this information distributed to such clients in Singapore. 
General Investment Related Disclosures: 
Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of 
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Securities. 
This document provides general information only, and has been prepared for, and is intended for general distribution to, BofA Securities clients. Neither the information nor any opinion 
expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, 
futures, warrants, and contracts for differences). This document is not intended to provide personal investment advice and it does not take into account the specific investment objectives, 
financial situation and the particular needs of, and is not directed to, any specific person(s). This document and its content do not constitute, and should not be considered to constitute, 
investment advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial 
instruments and implementing investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. Any 
decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering 
document issued in connection with such offering, and not on this document. 
Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, 
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. Digital assets are extremely speculative, volatile 

https://rsch.baml.com/coi
http://www.bofaml.com/BofASEdisclaimer
http://www.bankofamerica.com/emaildisclaimer
http://www.bankofamerica.com/emaildisclaimer


 
 

10 Global Defence | 29 June 2025  
 

 

and are largely unregulated.  In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks related to the security or 
financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and 
basis for taxation may change. 
This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the issuer or the market that is anticipated to have a 
short-term price impact on the equity securities of the issuer. Short-term trading ideas and recommendations are different from and do not affect a stock's fundamental equity rating, which 
reflects both a longer term total return expectation and attractiveness for investment relative to other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may 
be more or less positive than a stock's fundamental equity rating. 
BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to 
executing any short idea contained in this report. 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned herein. Investors in such securities and instruments, 
including ADRs, effectively assume currency risk. 
BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 
In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond 
the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to 
herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities referred to herein. 
ETFs are redeemable only in Creation Unit size through an Authorized Participant and may not be individually redeemed. ETFs also are redeemable on an “in-kind” basis. The mechanism for 
creation and redemption of ETFs may be disrupted due to market conditions or otherwise. 
The public trading price of an ETF may be different from its net asset value, and an ETF could trade at a premium or discount to its net asset value. 
Investors in ETFs with international securities assume currency risk. 
U.S. exchange-listed, open-end ETFs must be offered under and sold only pursuant to a prospectus. U.S. exchange-listed ETFs may not be marketed or sold in a number of non-U.S. jurisdictions 
and may not be suitable for all investors. Investors should consider the investment objectives, risks, charges and expenses of the ETF carefully before investing. The prospectus for the ETF 
contains this and other information about the ETF. Clients may obtain prospectuses for the ETFs mentioned in this report from the ETF distributor or their Merrill Global Wealth Management 
financial advisor. The prospectuses contain more complete and important information about the ETFs mentioned in this report and should be read carefully before investing. 
“Standard & Poor’s®”, “S&P®”, “S&P 500®”, “Standard & Poor’s 500”, “500”, “Standard & Poor’s Depositary Receipts®”, “SPDRs®”, “Select Sector SPDR” and “Select Sector Standard & Poor’s 
Depositary Receipts” are trademarks of The McGraw-Hill Companies, Inc. and have been licensed for use in connection with the listing and trading of Select Sector SPDRs on the AMEX.  The 
stocks included in each Select Sector Index (upon which the Select Sector SPDRs are based) were selected by the index compilation agent in consultation with S&P from the universe of 
companies represented by the S&P 500 Index.  The composition and weightings of the stocks included in each Select Sector Index can be expected to differ from the composition and 
weighting of stock included in any similar S&P 500 sector index that is published and disseminated by S&P. 
For clients in Wealth Management, to the extent that the securities referenced in this report are ETFs or CEFs, investors should note that (1) the views and ratings presented by BofA Global 
Research personnel may vary from those of other business units of BofA Securities. including the Due Diligence group within the Chief Investment Office of MLPF&S (“CIO Due Diligence”); and 
(2) the CIO Due Diligence review process is used to determine the availability of an ETF or CEF for purchase through the Wealth Management division of MLPF&S and its affiliates. 
Copyright and General Information:  
Copyright 2025 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use of BofA 
Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. This document 
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (AI) models or as an input in any AI application (collectively, an AI 
tool).  Any attempt to utilize this document or any of its content in connection with an AI tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global 
Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. Any unauthorized use or disclosure 
is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
issuer or security. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet 
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 
Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Securities policy-related restrictions on the 
publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current. 
Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating 
to an issuer prior to making an investment decision. 
In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
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its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.    
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