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Carlsquare/Vontobel weekly trading note: Higher
European defence spending could boost interest
rates

The Greenland crisis between the US and Denmark has caused European defence stocks to rise.
However, the funding and risk associated with the higher interest rates because of increased
European defence spending over the next decade have not been discounted in the same way. The
reporting season for S&P 500 companies in the US started well, with 79% of companies reporting
positive earnings surprises.

Pressure from the US for European NATO allies to increase their military spending from 2% to 5% of
annual GDP, as well as President Trump's threat to take over Greenland, has increased the value of
European defence stocks. The easiest way for European politicians to finance these sharply
increased defence costs over the next decade would be to increase government lending. However,
the average national debt of EU countries is already over 80% of GDP, with the UK's being over 90%.
Increasing this debt-to-GDP ratio to 110—120% over the next ten years would reduce the
creditworthiness of European countries and push up interest rates.

So far, 7% of S&P 500 companies have reported their results for Q4 2025. According to Earnings
Insight, of those companies, 79% reported a positive earnings per share (EPS) surprise and 67%
reported a positive revenue surprise.

Please find out more in our weekly letter on certificates Vontobel.com: Read the weekly newsletter
here

i_ink to the Swedish-translated version

Read more

About Vontobel:

As a globally operating financial expert with Swiss roots, Vontobel specializes in wealth management,
active asset management and investment solutions. Structured Solutions & Treasury bundles
different investment solutions for private investors either directly or via ecosystems. Read more

About Carlsquare

Carlsquare is a global research firm and financial advisor, focusing on M&A, Equity

Research and Growth Equity. Carlsquare has 150 employees with deep sector knowledge in all 11
GICS sectors. The senior equity research team has extensive experience about the stock
environment and several business sectors. The team produces company research reports,
independent valuations and trading notes. The group have offices in Canada, Denmark, France,
Germany, Poland, Sweden, United Kingdom and United States. Read more
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