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2025 Global Defense _
Industry Report Overview

The defense industry encompasses all entities—governmental,
private, and academic, that contribute to producing and
supporting military capabilities. This includes manufacturing
arms, munitions, vehicles, aircraft, warships, satellites, cyber
systems, and associated defense technologies. It is a capital-
intensive and technology-driven industry that relies on
innovation and complex supply chains to meet strict safety,
quality, and regulatory standards. The defense industry operates
at the intersection of national security, advanced engineering,

and strategic planning, making it one of the most scrutinized sectors globally. It drives continuous R&D to
maintain technological superiority, pushing advancements in areas like autonomous systems, space defense, Al-
driven surveillance, and precision weaponry. The sector’s growth is heavily influenced by geopolitical tensions,
government procurement cycles, and long-term defense modernization programs. Global supply chains in
defense are uniquely rigid and deeply regulated, requiring high transparency, multi-layered audits, and robust
cybersecurity frameworks. Additionally, increasing emphasis on sustainability, dual-use technologies, and cyber-
resilience is reshaping how defense companies design, manufacture, and deploy their solutions.
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WHAT DOES DEFENCE INDUSTRY DO? il &

i
The defense industry develops and provides military OLIGOPLPY STRUCTURE

» Limiled Major Players,
equipment, technologies, and services needed for ot
national security. It designs and manufactures weapons,

TECHNOLIGICAL ADWANCCMENT
» Mexk-Gen Platdsers

* Unmaned Syslems

» Integrated Capabiities

vehicles, aircraft, naval vessels, electronic systems, and LOVBER 4
cyber defense solutions. The industry supports armed _Ams!‘%ﬁm_ﬁ DEFTENSE %LE%E
forces by integrating advanced technologies, maintaining Br=ral ECOSSTEM -y
equipment, and offering training and logistical support,

ensuring readiness and strategic advantage in defense = w,
operations. kg al

LAND SYSTEMS ECONOMIC IMPACT

CURRENT MARKET SIZE (GLOBALLY) | . i
Slogay syppyy cHANS
GLOBAL DEFENSE INDUSTRY The global‘deferTse industry in 2.025. is un.dergoing r‘a'pid
MARKET SIZE 2025 (EST.) transformation driven by technological innovation, geopolitical

tensions, and increasing defense budgets. Key developments
include advances in Al, autonomous systems, cyber defense,
and space technologies, alongside a growing focus on supply
chain resilience and sustainability. These trends are reshaping
military capabilities across land, air, naval, cyber, and space
domains. Nations worldwide are prioritizing modernization and
strategic autonomy, fostering closer collaboration between
e e public and private sectors. This dynamic environment is
- e expected to sustain steady growth, driven by evolving security
challenges and the demand for cutting-edge defense solutions.
* North America (Largest Spending) -i“ BItTioN

e Specifc Defense Tech CURRENT MARKET SIZE (INDIA)

* One leading market source projects the India defence market = USD 30.5 billion in 2025, with a CAGR
~4.2% (2025-2030) under its scenario.

usD

2,688.7
BILLION

Total Military Expendture

KEY REGIONAL MARKETS

e Other research groups place India's 2024 market nearer to USD 17.3 billion (2024) and forecast a
CAGR ~5.6% (2025-2033) for the broader market including manufacturing, services and exports.

* These variations reflect differences in whether pensions, services, and offset/exports are included.

N Defense Market Size Forecast (2024-2029) _ Operational metrics: India's reported defence
sazi production (on a rupee basis) rose to a record %1.50
oo o o lakh crore in FY 2024-25, underscoring rapid domestic
e o manufacturing growth and rising export volumes.
%‘“ Bottom line: India is a mid-sized but fast-growing
g w0 national market—figures for 2024-2025 typically
§m range from USD ~14.28B to ~17.57B depending on

scope; expect continued upward revisions as
indigenisation and exports accelerate.

=}
=]

a

w4 2025 2006 ot 2008 2029
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GLOBAL & INDIA DEFENSE MARKET FORECAST
SHORT ACTIONABLE FORECAST

1.Global defence market (2025 baseline): ~USD 2.5-2.7
trillion (estimates cluster in this band); expected CAGR

~3-6% over the next 5-10 years depending on (S
subsegments (S M
o

2.India defence market (2024-2025 baseline): USD 17- GLOBAL DEFENSE MARKET INDIA DEFENSE MARKET
30.5 billion (range depending on scope). Forecast o 2025 Baseline: ~USD 2.5-27 TRILLION o 2024-2025 Baseline: USD 17-30.5 BILLION
CAGR: ~4-7% p.a. through the next 5-10 years in a CAR (M0~ 3-4 ForpexsL AR (e hears) =47

baseline scenario; higher if exports and private sector
participation accelerate.

FORECASTED GROWTH RATE

Between 2025 and 2029, the global defense industry is forecasted to grow at an annual rate
ranging from about 6.4% to 7.7%, with the market size anticipated to rise from approximately
USD 506.9 billion in 2025 to USD 682.1 billion by 2029, mainly spurred by modernization,
technological innovation, and increasing military budgets. India’s defense sector is expected to
expand at a CAGR of 4.2% to 5.6%, driven by government investments, a push for self-reliance,
and stronger export growth, with the market expected to reach around USD 37.57 billion by
2030 from USD 30.52 billion in 2025. This reflects steady and significant expansion in both
global and Indian markets due to ongoing modernization and emerging security challenges

Key Trend: Steady Growth driven by [ Key Trend: Accelerated Growth from
global security. “Make in India” & Exports

GLOBAL DEFENSE INDUSTRY INDIA DEFENSE INDUSTRY
GROWTH PROJECTIONS GROW];&E%FZ‘DECAST
2025 Market Outlook

$2,688.7 BILLION  NexT DECADES: CAGE 5.5% - 8.1% 2025 Market Size

4.9% Growth (2024-2025)

USD 30.52 BILLION

FORECASTED CAGR (225-209): | OVERALL MARKET CAGR (2:25-3030):
2029 Low Estimate: 2029 High Estimate; 4.2% - 14% 4.2% -5.6%
$3.1 TRILLION $6.4 TRILLION

Driven by Investments
& Modernization

2030 Market Size
USD 37.57 BILLION
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GLOBAL DEFENCE SECTOR OUTLOOK
SEGMENT OUTLOOK KEY SEGMENTS & GROWTH AREAS

AIRBORMNE PLATFORMS HNAVAL LAND-BASED 5 EmErGING [
PLATFORMS EFENCE TECHNOLOGIES ||

The global defence sector is rapidly evolving with key

growth in airborne platforms, naval modernisation, 169 Cmiaes 1.«
and land-based systems. Investments focus on |- ge—|| =T . --fg!*--ﬁi"uli?ii'
advanced fighter jets, drones, maritime asset B En] WAL I R’-U;ms..
sustainment, and integrated battlefield technologies. o =] @ g,
Emerging technologies such as artificial intelligence, q-ﬂobm' 15

. . . . I LEADS INVESTMENT FOCLRS Advanced : v Lo
robotics, cyber defence, and predlctlve maintenance S o ﬁ Il-ml =
are fundamentally transforming defence platforms P W S e

. . » Rapid Mobili Aszat Sutai & Sy
and services. There is also a strong push toward il Moderzaion | | Systems .- @
digital transformation and innovation driven by start- | el Mt uman g i o
. . . ratons

ups and automation, enhancing operational g A, i ditln
effectiveness and cost efficiency across all segments. e Cpatess s e
These trends reflect a dynamic, technology-driven i

fUtu re for the defence IndUStry WorldWIde DIGITAL TRANSFORMATION START-UP INNOVATION AUTOMATION

OPERATIONAL EFFECTIVNESS . m=p AUTOMATION m=p COST EFFICIENL‘“«'

KEY GROWTH DRIVERS

The key growth drivers for the defense industry in 2025 are rising geopolitical tensions leading to
increased military spending and modernization, rapid advancements in Al, autonomous systems,
cybersecurity, and space defense technologies, and a global focus on self-reliance and indigenous
manufacturing supported by initiatives like India’s Make in India. Digital transformation and Industry
4.0 adoption enhance efficiency, while evolving threats like cyber warfare boost demand for
specialized defense services. Supply chain resilience and workforce development remain crucial for
sustained sector growth. These combined factors position the defense industry for robust and
innovation-driven expansion in the near future

KEY GROWTH DRIVERS OF
THE DEFENSE INDUSTRY

7 2 Y 4 ; N 3 f
& Lk &> e
T
Geoplectical Technological Modernization Emerging Increased
Instsability Advancement Impervatives Threats Defense Budgets

* Rising Global Tensions | Al/ML Integration | Aging Military |I Hybrid Warfare Global Spending Rise |

* Regional Conflicts | Automais Systems § | Asets Lt altaril) RAD Investments

S Fosinen Cyber Warfare Readiness| | Platform Upgrad.es + Space M|Ftam1mn B q«:les i

« National Security Hyprsanics & EW E Integrated Capabéities Temasism & el Piokickion h

| | Network-Centric Aysshemtic Theeats ’ Lol
Wartfare |

e e M S ‘__ —
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STRATEGIC ANALYSIS FRAMEWORK IN THE DEFENCE INDUSTRY

« Political: Dominated by government policies, defense budgets, geopolitical tensions, and regulatory
oversight.

« Economic: Large capital-intensive investments, influenced by government spending and economic cycles.
* Social: Public opinion, societal support for defense, and skilled workforce availability impact industry
dynamics.

» Technological: Rapid innovation in Al, cyber, autonomous systems, and space technologies drives
competitiveness.

* Environmental: Growing emphasis on sustainable practices, emissions control, and environmental
compliance.

* Legal: Strict adherence to arms control laws, export regulations, and contractual/legal frameworks.
These external factors shape strategic decisions, competition, and innovation in the defense sector.

PESTEL ANALYSIS: DEFENCE INDUSTRY

Political Economical Social
Government policy, Government spending, Public opinion,
Intemal  gegplothical tensions economic cycles cybebubrisity concerns ~ Extemal
& national security & budgets & skilled workforce
Legal
Technological Social Environmental
Al, autonomous Sustainable practices Regulatory compliance &
& weaons & regulations treaties &
technology export controls

* Threat of new entrants: Very low due to high capital

needs, strict regulations, proprietary technologies, PORTER'S FIVE FORCES — DEFENSE Al INDUSTRY ANALYSIS
and lengthy government approval processes. ==
o A A ) ompeffiive Rivalry ~ — HIGH 2 Threat of New Entrants  — MODORATE
« Bargaining power of suppliers: Medium to high -
because many suppliers offer specialized components g LT e A A
= data piel Irvlesion. Pavtner wit) bka/prines

with limited alternatives, but large defence firms
leverage scale to negotiate.

» Bargaining power of buyers: Very high as
governments are the dominant buyers with large,
concentrated purchasing power and stringent

requirements. Te:t_umm .—qunumE _.
« Threat of substitutes: Low to medium; emerging € s S12 hmatele 5%
cyber, space, and drone technologies provide kst s e i

alternative defense methods but do not fully replace . Ovenal Industry Atracttenees
traditional systems. /\/ e e Tl i gy

* Industry rivalry: High intensity among a few major
global defence contractors competing for large
contracts through innovation, pricing, and political
influence
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Regional Performance

United States

Structure & Organization
The U.S. Department of Defense (DoD) manages all military branches under the President
(Commander-in-Chief) and the Secretary of Defense.

Defense Spending

* 2024 budget: $886 billion (~40% of global defense spending).
* Focus areas:

* Personnel & veteran benefits

* R&D - Al, cybersecurity, next-gen weapons

* Modernization - aircraft, navy, nuclear arsenal

* Overseas operations & military aid

Key Data & Trends

« Largest arms exporter globally - 43% of total exports (2020-24).

* Exports grew 21% between 2015-19 and 2020-24.

* Exports (SIPRI TIV): 11,102 — 13,512 million (2023-24).

* Imports minimal - only 547 million TIV (2017).

* Europe’s imports rose 155% in 2020-24; U.S. supplied 64% of that demand.

U.S. Arms Exports vs Imports (2010-2024)

U.S. Arms Exports (TIV million)
—e— U.S. Arms Imports (TIV million)
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China

Defense Structure
 Central authority: People's Liberation Army (PLA) - includes Army, Navy, Air Force, Rocket
Force & Strategic Support Force.

Defense Spending

+ 2025 Budget: ¥1.78 trillion (~US $246 billion, +7.2% YoY).

* 2nd largest in the world after the U.S.

« Officially = 1.5% of GDP, but estimatedly ~US $309 billion actual (off-budget spending).
* Steady single-digit annual growth since 2016.

Arms Exports

* Global share: ~5.9% (2020-24).

* Top buyers: Pakistan (= 63% of exports), others in Asia & Africa.
* Trend: Slight decline (~5%) vs. previous 5-year period.

Arms Imports

* Down ~64% (2015-19 — 2020-24) due to domestic production.
* Now <2% of global imports; no longer top 10 importer.

« Earlier relied on Russia for aircraft engines & tech.

China - Arms Imports vs Exports (2015-2024, SIPRI TIV million USD)

Arms Exports
—=— Arms Imports
6000
50001
a
n
=
c 4000r
e,
_E
> 3000
=
2000+
1000+
2016 2018 2020 2022 2024
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United Kingdom

Structure & Roles
« Managed by the Ministry of Defence (MOD).

+ 2024: Defence expenditure = £55 billion (~2.3% of GDP).
* Planned rise to 2.5-3.5% by 2035.
* Contribution to UK economy via jobs and innovation = 0.4-0.5% of GVA.

3. Defence Trade (Imports & Exports)
+ Exports: Major defence exporter; 2023 orders from Europe = £3.99 billion, supporting
domestic jobs.
* Imports: Advanced systems sourced mainly from USA and Europe (~$8.3 billion in 2022).
* Defence trade strengthens technological collaboration and domestic industry.

4. Strategic Initiatives

« 2025 Strategic Defence Review emphasizes:

* Modernizing armed forces

* Boosting cyber & aerospace capabilities

« Strengthening alliances and global presence

« Example: £350 million missile deal with India, supporting 700 UK jobs.

UK Defence Imports & Exports (2018-2023)

—e— Exports

14} -®- [mports

[=1
L
T

Value (£ billion)
—
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2018 2019 2020 2021 2022 2023
Year
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India

Defence System Overview
1. Structure & Strategic Focus

Defence managed by the Ministry of Defence (MoD); includes Indian Army, Navy, Air Force,
paramilitary forces, and Research & Development (DRDO) body.

. Defence Spending & GDP Contribution

FY 2024-25 defence budget: approx ¥6.2-6.81 lakh crore.
Defence spending as share of GDP: ~ 1.9% in 2024-25.
Ten-year trend: defence expenditure grew ~67% from 2015 to 2024.

. Defence Production, Imports & Exports

Domestic defence production in FY 2024-25 reached ¥1,50,590 crore (~18% growth over previous
year).

Exports: record high of 23,622 crore (~US$2.7-2.8 billion) in FY 2024-25, ~34-fold increase from FY
2013-14. Private sector contributed significantly more than before.

Though exports rising rapidly, India remains a major importer of defence equipment, though the
import dependency is reducing gradually.

4. Economic Impact & Forward Goals

Defence capital expenditure (“capex”) share is rising — about 27.7% share of total defence
spending in 2024-25.

Public & private sector both growing in production and export capacity; several hundred firms
involved.

Targets: e.g., exports target of ¥50,000 crore by ~2029.

India's Defence Imports & Exports (FY 2018-19 to FY 2024-25)

140000
—a— Exports
®- Imports
120000
100000 }
B
S 80000}
o
b
@
=
§ 60000(
40000
20000 | ,____________'__r,_4_,.,_—-————————————a~———"—"‘""‘J’rﬁﬂﬂJ'rﬁﬂ*—‘_'_rﬂ—J_r_.
2018-19 301920 202021 202122 202223 202324 2024-25

Financial Year ‘
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Impact of Global Events

The Russia-Ukraine War

The ongoing Russia-Ukraine war remains the Key Impa;ts: .

defining global event shaping the defence e Surge in global demand for artillery shells, UAVs, and
industry. It has entered a prolonged attrition missile defence systems.

phase, with continuous demand for e Increased R&D investment in electronic warfare,
ammunition, drones, and artillery systems. counter-drone, and radar systems.

The conflict has accelerated re- e Emergence of ammunition supply bottlenecks across
industrialization in Europe and reinforced the NATO nations.

need for secure, high-volume production lines e Strengthening of transatlantic cooperation on logistics
for conventional weapons. and technology transfer.

Global Defence Spending Growth Since the Ukraine War (2021$326!5:)TZS)

2.6

$2.52T

e
4

$2.38T

Lo
B

M
w

$2.24T,

Spending (Trillion USD)

L
[N

$2.09T.
2.1f

20210 20215 20220 20225  2023.0 20235 20240 20245 20250
Year

Middle East Escalation:

Key Impacts:
The escalation of conflict between Israel and * Sharp rise in missile interception technology orders
Hamas (2023-present), alongside broader (Irgn Dome, David's Sling). '
instability in the Middle East, has revived one e Heightened procurement of drone surveillance and
of the largest regional arms procurement anti-drone systems.
cycles of the decade. The crisis has * Increased US and European export activity to Israel
underscored the centrality of air defence, and Gulf states.
precision strike, and counter-UAV systems. * Elevated risk premiums in the global energy and
shipping sectors, indirectly pressuring defence supply
costs

— F [—
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Global Technological Rivalries:

Key Impacts:

The global defence market is witnessing an e Rise of dual-use technologies (civilian + military Al,
unprecedented surge in technology-driven robotics, quantum communication).

competition. The US-China strategic tech race * Surge in defence start-ups in Al, autonomous systems,
has moved beyond economic rivalry into and drone swarms.

direct competition in military Al, hypersonics, e Growing restrictions on semiconductor and satellite
and space systems. Governments are component exports.

increasingly forming partnerships with private
technology firms to enhance intelligence,
automation, and decision-making capabilities

e Acceleration of space militarization—including anti-
satellite weapons and orbital monitoring.

Share of Global R&D (Defence Sector)

Quantum & Communications Tech

Al & Autonomous Systems Advanced Materials & Propulsion

Space & Satellite Defence

Cybersecurity & Electronic Warfare
Hypersonic Weapons

Cyber and Hybrid Warfare Key Impacts:
* Global cyberattacks linked to state actors increased by
Cyber conflict has evolved into a permanent ~25% year-on-year (2024).

layer of modern warfare. State-sponsored
cyberattacks and information warfare
operations have escalated, targeting critical
infrastructure, defence databases, and public
communication channels. The rise of Al-
generated misinformation and cyber-
espionage networks has compelled
governments to reclassify cyber capabilities as
part of core national defence.

* Integration of cyber units into conventional military
planning.

* Investments in data resilience, encryption, and Al-
assisted threat detection.

e Hybrid warfare (cyber + information + physical)
becoming standard doctrine.

4

— F —
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Regulatory Analysis

TARIFF STRUCTURES

Tariffs in the defense sector are not imposed
on the final military platforms themselves
(since

they are typically government-to-government
deals), but rather on:

« Defense-grade materials (steel, titanium,
carbon fiber)

« Subsystems and electronic components
(semiconductors, avionics, sensors)

* Dual-use technologies (can be used for both
civilian and defense purposes)

Tariff levels affect:

* Production costs: Higher import duties on
components increase the cost of

domestically built defense equipment.

* Localization incentives: Tariffs can encourage
domestic manufacturing and supply-

chain growth.

+ Technology access: High import duties or
restrictions can limit availability of

advanced components.

DEFENSE SECTOR TARRIFS: WHERE
THEY APPLY & WHAT THEY AFFECT

APPLIED ON: AFFECTS

PRODUCTION COSTS
Higher import duties increase.
equipment cost

LOCALIZATION
INCENTIVES

Encourages domestic
manufacturing

TECHNOLOGY ACCESS
Limits availabiity of advanced
components

©_ DUAL-USE
TECH| S

UNDERSTANDING TRADE POLICIES

Trade policy refers to a government's framework of
laws and regulations that govern

international trade in goods and services.

In defense, it includes:

* Tariff rates on raw materials, components, or dual-
use goods (e.g., metals,

electronics, composites)

« Import licensing procedures for defense-related
materials

+ Defense offsets and local content requirements
(mandated domestic value addition)

+ Bilateral or multilateral defense cooperation
agreements that enable technology

exchange and co-production

* Special trade corridors for defense allies or friendly
nations

Unlike commercial sectors, defence trade policy is
shaped primarily by geopolitical considerations rather
than pure market dynamics. Governments often align
their defence export and import decisions with
broader strategic and diplomatic objectives. As a
result, strategic allies and partner nations tend to
receive preferential access to advanced military
technology, favourable export licenses, and lower
regulatory barriers.

DEFENSE SECTOR TRADE POLICY
SHAPED BY

OT MARKET DYNAMICS

KEY POLICY INSTRUMENTS PRIMRALLY SHAPED BY
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REGULATORY ANALYSIS

TRADE POLICY examples influencing GROWTH

Country

Key Trade Policies/Measures

Effect on Growth

« Import substitution strategy; low tariffs (3-8%) on key

« Customs duties: 5-15% on defence imports;
exemptions for strategic items.

inputs. Strengthens domestic defence industry
China « Subsidies and tax rebates for domestic defence and technology base but limits foreign
firms. participation.
« Strong non-tariff barriers (licensing, security vetting).
« DPEPP 2020 raised import tariffs on military goods to
promote sSSEICES Boosts indigenous manufacturing and
* Local content requirement: 40-60% in major defence : 2
. reduces import dependency, driving
India procurements.

long-term sectoral growth

European Union

« Common External Tariff (CET): 5-10% on defence
imports from non-EU countries.
« Tariff-free trade within EU single market.

Encourages internal integration and
innovation while maintaining moderate
protection from external imports

United States

* Buy American Act and DFARS prioritise domestic
suppliers.
* Low tariffs but strict export controls (ITAR) act as
indirect trade barriers.

Sustains strong domestic production
capacity but restricts cross-border
technology flow

10

Impact Level (1-10)

Trade Policy Impact on Defense Sector Growth

—e— Domestic Industry Focus
—m— Foreign Participation
=—a— Growth Promotion

Bnited States India European Union
Country

China
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Strategic Resource and Industrial-Base Controls

GLOBAL DEFENCE SECTOR o N
A. Rare-Earths and Critical-Mineral Policies

e Strategic Leverage:

China controls = 70% of global rare-earth processing.

Beijing has tightened export licensing for gallium, germanium,
and rare-earth magnets — vital for missile, radar, and guidance

GLOBAL GEOPOLETICAL TENSIONS INDEX systems.
(2018-2025)

e Western Countermeasures:
U.S., Australia, and Canada launching joint initiatives to expand
domestic refining and stockpiling, under Pentagon’s DPA Title Il

10 authority.
Goal: Reduce dependency on China and ensure continuity of
10 supply.
ki e Industrial Impact:
= 2 Defence OEMs must:
2 - Identify alternative suppliers,
E Invest in recycling and material recovery technologies,
% 5 Diversify sourcing strategies to ensure strategic autonomy.
h=)
5 4
B. Industrial Localization and “Friend-Shoring”
2 ¢ Objective: Mitigate supply-chain vulnerabilities by re-
regionalizing production among trusted partners.
0 |3 Era of Accelerated
. ST LT o o Key Policy Frameworks:
2018 2019 2020 2021 2022 2023 2023 2044 2025 U.S. - Buy American Act (updated 2025): Expands domestic
Year AT content rules for defence contracts.
T T T India - DPEPP 2020 (updated 2024): Reinforces local
‘202!}.202_1: Rise 2022-2023: N_!ajnr Conflicts 2024-2025 [Frojected): manufacturing, offsets, and export promotion.
of Disruptive Tech & Spending Surge Peak Modemization Efforts

EU - European Defence Industrial Strategy (2025 Draft): Seeks a
unified industrial base across member states.

¢ Global Impact:
Transition from globalized to regional, politically aligned supply

. . . . ecosystems (“friend-shoring”).
The global defence sector is witnessing major Smaller local suppliers gain incentives and government

regulatory transformation due to: contracts.
Multinational defence firms required to establish joint ventures

or restructure ownership to meet localization and security-
clearance requirements.

e Escalating geopolitical tensions and active
conflicts (notably the Russia-Ukraine war).

e Rapid emergence of disruptive technologies
particularly Al, autonomous systems, and
cyber warfare tools.

e Unprecedented increases in defence
spending and renewed urgency to modernize e\

_United Sistes

3

. . %qqdilrsbls
regulations, ensure readiness, and ,;A;Mimm\
strengthen supply chain resilience A
gg—:"ﬂﬂ——-—:\\ Chi

The share of world military expenditure of the 15 countries with the
highest spending in 2024
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REGULATORY DYNAMICS AND CURRENT AFFAIRS

Strategic Regulatory Imperatives: The ‘Year of Reforms’ Context
e Core Objective: Achieve Aatmanirbhar Bharat (self-reliant India) and Surakshit Bharat (Secure
India) through defence modernization and reduced import dependency.

e Context: Driven by security challenges —
and rising multi-domain threats.

Policy Foundation:
e Defence Acquisition Procedure (DAP)
2020 replaced the older Defence
Procurement Procedure (DPP).

e Aims to simplify procurement, promote
domestic defence manufacturing, and
support MSMEs.

¢ Introduces higher Indigenous Content
(IC) norms (e.g., 50% minimum in Buy
(India-IDDM) category).

e 'Year of Reforms' (2025):

1)Declared by the Ministry of Defence
(MoD) to modernize defence governance
and optimize DAP 2020.

2)Focus on aligning policies with new
technologies — Al, quantum computing,
autonomous systems.

LAC standoff with China, LOC tensions with Pakistan,

INDIA'S DEFENCE SECTOR: THE “YEAR OF REFORMS” (2025)
REGULATORY DYNAMICS G CURRENT AFFAIRS

KEY CHALLENGES & GLOBAL IMPACT

STRATEGIC REGULATORY IMPERATIVES

REFORM INITIATIVE
FASTER PROCUREMENT

POLICY FOUNDATION GACCOUNTABILITY

CHALLENGES IN DEFENSE

PROCUREMENT
‘ .
Weak

Multi- layer
approvals momtoring °
systems

causing Jelays

£,

Frequent
policy
revisions

Outdated
paper-heavy
contracting

S

Frequent
policy
revisions

2

= [}

Poor inter-
agency
coordination

KEY CHALLENGES

Multi-layer approvals create long delays in defence
procurement.

Outdated, paper-heavy contracting slows execution.
Vendor capacity limitations hinder timely production.
Frequent policy revisions disrupt ongoing acquisition
plans.

Weak monitoring systems cause schedule slippages
and overruns.

Poor inter-agency coordination delays budgeting and
approvals.

al

oz

— F [—



2025 Global Defence Industry Report | Key Findings: Global Focus Countries

Regulatory Analysis

SECTION

REGULATORY FRAMEWORK

ASPECT

KEY DETAILS/EXAMPLES

1. How Regulation is
Structured Globally

Multilateral Non-
Binding Regimes &
Treaties

Establish norms and control categories of defence
goods/technologies.c Promote transparency and
cooperation among states. Examples: Wassenaar
Arrangement, MTCR, Australia Group, Nuclear Suppliers
Group, Arms Trade Treaty (ATT).

National Statutory
Systems & Licensing

Translate multilateral controls into domestic laws.*
Implement export controls, licensing, procurement laws,
offsets, and industrial policies. Examples:- U.S.: ITAR,
EAR, DFARS- EU: Member-state export laws + EU
coordination- India: DPEPP 2020 and licensing systems

2. Key Multilateral
Instruments

Wassenaar
Arrangement (WA)

Voluntary regime for controlling conventional arms and
dual-use goods.* Publishes control lists used by member
states.c Consensus-based — progress can stall if
disagreements arise.

Missile Technology
Control Regime
(MTCR)

Political arrangement restricting missile/UAV tech
transfers.Focus on preventing proliferation of WMD
delivery systems.

3. Core National
Systems & Examples

United States

ITAR: Administered by State Dept (DDTC); controls
“defense articles/services.” Violations — criminal/civil
penalties.c EAR: Administered by Commerce/BIS; controls
dual-use items. DFARS: DoD procurement rules covering
cybersecurity & domestic sourcing.

European Union /
Member States

Procurement Directives ensure fairness & transparency
with national security exceptions.s Strengthened EU-level
export control coordination post-Ukraine crisis.
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CYBERSECURITY & DEFENSE PROCUREMENT REGULATIONS

Key aspects of cybersecurity and defense procurement rules

1.Security standards and compliance:

*Vendors must meet specific cybersecurity standards, such as the U.S. CMMC (Cybersecurity Maturity
Model Certification) program, to be eligible for contracts.

*Procurement processes must ensure that IT infrastructure purchases, such as hardware, software,
and network components, align with existing cybersecurity policies and guidelines from the outset.

2.Supplier due diligence and trust:

*A crucial part of the process is evaluating and vetting potential suppliers to build trust and ensure
they can meet security requirements.

*Due diligence is conducted during supplier selection, which includes assessing their security posture
and capacity.

3.Contractual and legal requirements:

*Contracts must include security-focused clauses to define the expected level of security and service
quality.

*For U.S. defense contracts, specific clauses like DFARS 252.204-7012 require contractors to protect
controlled unclassified information (CUI).

*Contracting officers are required to verify that suppliers have the necessary cybersecurity
certifications and compliance information in a database like the Supplier Performance Risk System
(SPRS) before awarding a contract.

Key Cybersecurity Standards for

Ministry of Defence Contracts Key Cybersecurity Standards

for Ministry of Defence Contracts

Suppliers must meet specific cyber certification thresholds
according to the nature of the contract and level of data
involved.

*Cyber Essentials Scheme / Cyber Essentials Plus: The starting
point for cyber assurance, particularly for very low-risk
contracts.

*NIST Cybersecurity Framework: Often used for contracts that Cybersecu rity Supplier Contractual
are scoped to US or Five Eyes requirements. standards due diligence and legal
*DCPP Assurance Levels: Used to classify contracts by cyber and compliance and trust requirements

risk profile and control requirements.
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Regulatory Analysis

Consumer-Protection Laws — defense-relevant comparison

COUNTRY/REGION

LIABILITY
(PRODUCT
LIABILITY
EXPOSURE )

High liability risk

SAFETY STANDARDS
(APPLICABILITY & SCOPE)

Set by BIS & sectoral

RECALL
OBLIGATIONS
(MECHANISM &
ENFORCEMENT)

Recall powers under

DUAL-USE / EXEMPTIONS
(CONSUMER LAW
TREATMENT)

No blanket exemption;

enforcement now.

under CPA 2019; only defense-classified
. regulators; dual-use goods CPA; stronger
India enforcement o sales excluded.
. must meet civil & defense enforcement after
slower for foreign
, norms. reforms.
firms.
Strong liabilit
TONg "ag) 1y Robust voluntary & Dual-use goods under
regime; strict laws .
& neslizeRcrard mandatory standards CPSC oversees consumer law; military
u.s c;gefigects (ANSI, UL, FCQ). recalls; military items sales exempt.
i treated separately.
Updated product - .
Iigbilit I:ws for GPSR & sectoral rules i Svilian Huaruse items
UK/ EU . .y . EU bodies enforce covered; defense-only
(Germany) Al/digital goods; apply; includes loT and recalls and exernpt for securit
y strong consumer defense items. compensation; P y
e strong post-2026 reasons.
ghts.
framework.
Active liabilit
S imer. fon h{zr Regulated by SAC & Enhanced recall laws; Strong export control;
China EIME; oug ministries; stricter for enforcement consumer laws apply
product safety . . .
rules defense gear. improving. unless security-linked.
Legal exposure ) . .
.g p. Licensing and safety National recall rules Defense goods face
increasing; - ey e T
standards cover both civil exist; enforcement restrictions; civilian sales
. stronger
Russia & dual-use. uneven. under normal law.
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COMPETITOR ANALYSIS GLOBALLY

The global defense industry is highly competitive, with major
players hailing primarily from the United States, Europe, and
Asia. Lockheed Martin, RTX, Northrop Grumman, Boeing, and
General Dynamics form the core of U.S. dominance, while BAE
Systems from the UK, Airbus Defence & Space (Europe), and
Leonardo S.p.A. (Italy) also occupy top positions globally. In
recent years, firms from China such as China North Industries
Group (Norinco) and Aviation Industry Corporation of China
(AVIC) have rapidly risen as influential state-backed competitors.
These companies vie for large-scale military contracts,

technological leadership, and market share in areas such as
aerospace, naval systems, electronics, and emerging domains
like cyber and unmanned systems, keeping the sector dynamic
and innovation-driven.

Rank Company Name Headquarters

GLOBAL DEFENSE SPENDING
LEADERS (2025 EST))

$89I5B - $0978B KEY TECHNOLOGY FOCUS

$2668 - $3178
I $2268-51508  $75B -$1098

UNITED STATES CHINA GERMANY INDIA

Also: SAUDI ARABIA, UK, JAPAN, UKRAINE, FRANCE, S. KOREEL, ISRAEL, AUSTRALIA

Key Focus Areas

Missiles, Aerospace, Defense
1 RTX (Raytheon Tech) USA P F
Electronics
2 Boeing USA Military Aircraft, Unmanned
Systems, Space
Avionics, Automation ri
3 Honeywell Int' USA vionics, Automation, Security
Tech
4 Safran Frahce Aircraft Engines, Aerospace
Components
5 Lockheed Martin USA Advanced Aircraft, Missiles, Space
Systems
L A Vehicl
6 Rheinmetall Germany and SYEtel rrr-u?red i
Ammunition
7 General Dynamics USA Ground Vehicles, Naval Vessels, IT
3 BAE Systems UK Aerospace, Naval, Land Defense,
Cyber
9 Northrop Grumman USA Space, Unmanned, Cybersecurity
10 Thales Group Erance Avionics, Radars, Cybersecurity,
Defense
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COMPETITOR ANALYSIS OF INDIA

India’s defence industry is characterized by a

INDIA'S TOP 5 DEFENCE SECTOR LEADERS - 2025 combination  of well-established ~ government-
(BY MARKET CAPIALIZLATION) owned enterprises and rapidly growing private
Driving National Defence & Technological Self-Reliance companies, both benefiting from strong

| government policy support aimed at boosting
@ & @ $) @ | domestic manufacturing and reducing reliance on
ALINDUSTAN | | BHARAT ELECTRORIS sumﬁﬁi:smcs gﬂﬁgﬁélgggua ZEN TECHNDLOGIES | imports. Driven by modernization needs,

LIMITED BEL BOL ENGINERS |

_ = £ technological innovation, and increasing export
"‘:.4, _}f’h / Ry . "m" ‘ ambitions, the sector is demonstrating significant

e, | e | wamge | gaose | wanes | momentum in  local .prO(juctlon, strateglc
ool [l ol B Bl | (R o8 partnerships, and expansion into new domains
Syecily s, ool | | Taning S such as aerospace, electronic warfare, and cyber

Sirategic Systemns Shibibibing Anti-Drone Systems

capabilities. Overall, the industry is evolving into a
diverse and competitive ecosystem, with both
public and private players contributing to national
security and economic growth through greater
% self-reliance and global engagement.

KEY DIFFERENTIATOR

DEFENSE INDUSTRY
DIFFERENTNATION

Productt differentiation in the defense
industry means creating unique, high-
performance products and services with

advanced technology, long life cycles, and INNOVATION QUALITY &
K ; . & TECHNOLOGY RELIABIUTY
tailored supply chain strategies. It helps Wl «EisineChackiors
. o e oy Hypiosenic Weatons,  Rigrgus QC
companies meet specific military needs, - A S - deri Sunduts

improve operational readiness, and stay
competitive by offering  specialized it
materials, innovative designs, predictive SOLUTIONS
maintenance, and customized customer iy
support. This approach supports better

product longevity, scalability, and reliability

CUSTOMER
COLLABORATION

» Close Agency Ties
+ Rapid Response
« Lifecycle Management

i i i PROVEN TRACK ADAPTABILITY &
essential for  defense  applications. bt o
Differentiation also involves flexible and + SoxcestlDaplymers T el

. . S1ratuparteirduytn\:" H.1:dw.m~:501t..1m: Services
segmented supply chains to ensure Eiiit i e
effective delivery under diverse operational
conditions.

COST-EFFECTVENESS

= Advanoed Manufacturing = Supgply Chain Optimization
* Supply Chain Optinization = Economies of Scale
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SWOT ANALYSIS

COMPANY

STRENGTHS

Largest defense
contractor globally;

WEAKNESSES

High dependence on

OPPORTUNITIES

Lead in hypersonic/ space

THREATS

Budget cuts; supply

missile/sensor systems

reach

Lockh .
oc ?ed extensive R&D and tech U.S government tech; new defense > .
Martin . chain disruptions
edge; strong U.S budgets; legal risks markets
alliances
Diversified tech Pt
portfolio ) . g. Cyber defense growth; Export regulations;
RTX ) integration risks; . i - |
. (Raytheon/Collins/Aero) e international joint competitor M&A
Corporation ) limited non-U.S -
; advanced ventures activity

Leadership in stealth,

Over reliance on key

Hypersonic & unmanned

Technological

capability; flobal service
reach

challenges

Northrop drones, spatSiy contracts (ex- B-21 espionage; fundin
Grumman nuclear; innovation CBMS) g systems demand; d volgtillit ®
driven cultSea commercial space sector Yy
Range: combat . S0 .
. & ) U.S centric revenue; NATO modernisation; Geopolitical
General vehicles, ships, IT g et Lo . ) . .
) . lagging in digital cybersecurity/Al based instability; emerging
Dynamics services; trusted US & ; .
transformation defense systems competitors
NATO partner
Aerospace pioneer;
Boein dual Ongoing QA/product | Defense-space synergies; Market volatility;
Defensge commercial/military delays; reputational unmanned systems; regulatory probe
global fleet upgrade cycle exposures
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Impex analysis

EXPORT COMPETITIVENESS

1) Lockheed Martin (US)

e Scale: ~$70B+ annual defence revenue.

e Exports: Large share of sales to allies (through U.S. Govt.).

e Main Exports: F-35 fighter jets, Black Hawk helicopters,
missile systems.

e How they export: Foreign Military Sales (FMS) + government-
to-government deals + joint production with partner
countries.

2) Boeing Defense (US)

e Scale: Major defence aerospace producer.

e Exports: Strong export portfolio in air and maritime
platforms.

e Main Exports: P-8 maritime patrol aircraft, Apache attack
helicopters, aerial refueling tankers.

e How they export: U.S. govt-approved direct sales + long-
term support agreements.

3) Raytheon (RTX, US)

e Scale: One of the largest missile and radar suppliers
globally.

e Exports: High demand due to rising global air defence
needs.

e Main Exports: Patriot air defence system, AMRAAM/SM
series missiles, surveillance radars.

e How they export: Mostly FMS, along with
technology transfer + training contracts.

4) General Dynamics (US)

e Scale: Major land systems and naval shipbuilder.

e Exports: Significant but more selective compared to
aerospace firms.

e Main Exports: Armored tanks/vehicles (e.g., Abrams
variants), naval vessels (through govt programs), secure
communications systems.

e How they export: Direct government contracts + licensed
local assembly + lifecycle maintenance.

licensed

5) BAE Systems (UK)
e Scale: Europe’s major defence manufacturer.
e Exports: Very strong global presence (Europe, Middle
East, Australia).
e Main Exports: Combat vehicles (CV90, etc.), naval
systems, electronic warfare systems.
e How they export: Offsets + local manufacturing
partnerships to attract deals.
6) Airbus Defence & Space (EU)
e Scale: Major European aerospace & defence supplier.
e Exports: High reliance on multi-nation demand.
e Main Exports: A400M transport aircraft, military
helicopters, space/satellite systems.
e How they export: Joint European
programs + direct government deals.
7) Leonardo (ltaly)
e Scale: Medium-large defence & aerospace group.
e Exports: Strong helicopter export market worldwide.
e Main Exports: AW-series helicopters, radars, avionics.
e How they export: Coproduction + training +
maintenance centre setups in buyer countries.
8) Thales (France)
e Scale: Major defence electronics integrator.
e Exports: Large share outside France.
e Main Exports: Avionics, naval radars, communication
& surveillance systems.
e How they export: Government-backed defence
export agreements + partnerships with local
industries.

production

Defense Export Competitiveness: Revenue vs Export Reliance

70t \)%

The bubble size (E1/ E2/ E3)

W6e0r
2 shows export reliance level:
o
2% x E3 = High export focus, E2 =
>
2 a0l >§< ) 4 Medium, E1 = Export
(=8 : . .
S >E< controlled/limited.
2 30t
S & & ¢ & &£ 05 & F
¥ o S & ~ o¥ o° & A
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IMPORT DEPENDENCY

Why Countries Depend on Defence Imports

REASON EXPLANATION
Technological Only a few countrlgs 'possess high-end
Gap aerospace, missile, and naval

manufacturing expertise.
Time & Cost Indigenous defence R&D requires long
development cycles and heavy
to Develop .
investment
Strategic Countries import to strengthen
Alliances diplomatic and military partnerships.
Quality & Established exporters offer proven
Reliability battlefield-tested systems.

Cost & Production Dependency

COMPONENT

Defense Import Dependency of Major Importing Countries

B -] @

Import Dependency Index (Relative Scale)
Y

=

[
| J
§2015-19 B2020-24

Wi 9.1
B3
8
&8
6
4
3
2 I

REASON FOR IMPORT DEPENDENCY EXAMPLE

Jet Engines

Require advanced metallurgy & testing facilities

India imports aircraft engines from
US/France

Guidance & Radar Systems

High research cost & secrecy

Many nations import AESA radars & EW
systems

Submarine & Jet Frames

Complex stealth design expertise limited Countries buy from US, France, Russia

Missile Technology

Export controls restrict access

Nations co-develop (e.g., India-Russia
BrahMos)
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Impex analysis

Impact of Currency Fluctuations

Currency fluctuations — the variation in exchange rates
between major world currencies — profoundly influence the
economics, structure, and trade flows of the global defence
industry. Defence contracts are often multi-year, dollar-
denominated, and strategically sensitive, meaning even small
exchange-rate movements can affect costs, delivery
schedules, and international cooperation.

Pricing and Contract Valuation
Most global defence deals are priced in U.S. dollars (USD),
regardless of where the buyer or seller is based.
e When the buyer's currency weakens against the USD,
imports become more expensive, forcing governments to
either cut or delay defence purchases.

Conversely, if the exporter's currency weakens, their
products become cheaper in dollar terms, improving
competitiveness abroad.

Tracking Currency Shifts

Measured year-to-date in 2025 against the US dollar
through September

Brazilian Real

o 7

Japanese Yen @I:| 621
South Korean Won I 2
Canadian Dollar qafjl:l 4.153

Chinese Yuan GD 2

@

In 2023, the Indian Rupee depreciated against the USD, increasing the effective cost of imported defence equipment
like American fighter jets and French Rafale spare parts. India's Ministry of Defence had to adjust procurement
timelines and shift more focus to domestic manufacturing to reduce forex exposure.

On the other hand, the British Pound's weakness post-Brexit (2016-2019) temporarily made UK defence exports
(like BAE Systems equipment) cheaper in USD terms, giving them a short-term advantage in some contracts.

US, Germany, UK,

5.00

4.50

4.00

3-50

3.00

2.50

1.50 -

i
YA

1.00
0.50

0.00 -

1959 1964

1984

1989

1969

1974 1979

Variance of policy interest rate (left side)

and Japan

25

20

15

10

1994 1999 2004 2009 2014 2019

—



Impex analysis 2025 Global Defence Industry Report | Key Findings: Global Focus Countries

Impact of Tariffs and Trade Barriers _
Tariffs Increase Procurement Costs

When countries impose import tariffs or customs

US tarifls ars highest in s century: global duties on dual-use or ji military-grade materials — such

tariffs are also rising sharply as steel, aluminum, or electronics — the cost of
Effective average tarffrate, United States manufacturing and importing defence systems
P S increases.

40%

April 9

Even though complete weapons systems are usually
Q| ot iie exempt, components, raw materials, and sub-
assemblies often aren't.

20%

April 1, 2025

0%

) i
1850 1900 1950 2000

e Example (U.S.-China Trade Tensions):

30%

Addonl o Ao 2 During the U.S.-China trade dispute (2018-2020),

o P tariffs on metals and electronic components increased

- the input cost for American aerospace and defence
B s manufacturers like Boeing and Lockheed Martin.

[T — Word aveage Aluminium and titanium tariffs raised costs by 5-10%

for certain airframes and missiles.

Hidden Tariffs: Export Controls & Licensing

Many countries don't use explicit tariffs but instead apply export licensing restrictions and regulatory
barriers that function like tariffs:

e U.S.ITAR (International Traffic in Arms Regulations) restricts re-export of American-origin
technology, forcing allies to pay for customised, compliant variants — effectively raising costs.

e EU’s Common Position on Arms Exports also limits transfers to non-EU states, forcing buyers to
seek alternative (often pricier) supplier.These measures alter global distribution channels, especially
for joint ventures or multinational systems (e.g., Eurofighter, F-35 consortium).

Weighted Mean World Tariff, All Products (%)

9.00%.

5.75% \

4.50% i \

2.25%

1994 1995 1996 1957 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012 2014 2015 2016 ‘
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Impex analysis

EMERGING MARKET FOCUS

Why Emerging Markets Are Important

e Rising Threats & Border Conflicts:
Nations like India, Turkey, and Indonesia are rapidly

modernizing their defence forces to address regional
security challenges and border tensions.

defense organisations

e Shift from Import to Self-Reliance:

Emerging markets are reducing dependence on traditional
suppliers (like the U.S. and Russia) by investing in
indigenous defence production and technology transfer.

e Industrial Capability Growth:

Domestic defence firms are gaining momentum through

government funding,

incentives, and joint production or technology-sharing

partnerships.

foreign direct investment (FDI)

e Large & Growing Defence Budgets:

Defence spending is rising faster in Asia, the Middle East,
and Africa compared to Europe or the U.S., making these
regions major growth drivers of the global defence market.

We halp identify future revenue mix and hot bets of

I T T T

WO BT IMPACTING
FUTR RN M

Leading Emerging Defence Markets

COUNTRY

STRATEGIC FOCUS

NOTABLE PROGRAMS

India Make in India, export push Tejas fighter, BrahMos, Pinaka rockets

Turkey Autonomous production in drones/aircraft Bayraktar TB2, Anka UAV, Altay tank

Brazil Aerospace and transport systems Embraer Super Tucano, KC-390 aircraft
Indonesia Naval modernization & joint development Submarine & frigate building programs

South Korea

Competing globally in affordable high-tech arms

K9 Howitzer, KF-21 fighter jet

UAE

Local defence conglomerates

EDGE Group — missile, UAV, Al systems
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DISTRIBUTION CHANNEL ANALYSIS

SALES AND DISTRIBUTION INSIGHTS

The global defence industry is concentrated among a few major powers, with spending and
production heavily dominated by countries like the United States, China, and Russia. This uneven
distribution shapes global security dynamics and drives regional military strategies.

GLOBAL MARKET OVERVIEW

e The rising CAGR implies that global
defence spending and industry output are
Market Size expanding faster than before, driven by
LB, geopolitical tensions, modernisation, and
increased investment in advanced
technologies.
2025 2.619.6 51 e A higher CAGR also shows that defence is
becoming a larger and more influential
part of the global economy, indicating
2030 4,268.1 8.2 long-term, sustained demand rather than
short-term spikes.

(USD Billion)

Market Value( 2025 and 2030)

The jump from 2025 to 2030 also Global Defence Industry Market Value (2025 vs 2030)
indicates a broad global shift where

defence spending is no longer just
reactive, but increasingly strategic.
Governments are planning ahead,
expanding domestic manufacturing,
and diversifying military capabilities
to reduce external dependence. This
long-term growth pattern shows how
defence has become a central pillar
of national security planning 2025 2030
worldwide Year

4000
3500
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20001
15001
10001
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Major Players in Defence

USA

The United States remains the largest defence exporter globally, commanding roughly 41.7% of total
global arms exports (2020-2024), according to SIPRI. The U.S. defence industrial base is vast, with over
200 major contractors and a tiered supplier ecosystem spanning thousands of component and
subsystem firms.

Key OEMs include Lockheed Martin, Boeing, Raytheon Technologies, Northrop Grumman, and General
Dynamics, together accounting for over USD 250 billion in combined defence revenues.

Distribution Network:

e Structure: Tiered supply chains built around “prime contractors” (platform integrators) supported by
thousands of small and mid-tier suppliers.

* Global reach: Components sourced and distributed through over 70 allied nations; the U.S. manages
joint production facilities in partner countries such as Italy (F-35 wing assembly) and Japan (missile
defence).

* Logistics backbone: Supported by the Defense Logistics Agency (DLA) and foreign military sales (FMS)
offices operating in multiple continents for spares and sustainment.

e Sales Channels:
o Foreign Military Sales (FMS): Government-to-government sales via the U.S. DoD (~$80B in
FY2024).
o Direct Commercial Sales (DCS): Contractor-to-government or industry contracts.

World's Biggest Arm Exporters ‘ '
The global arms market is dominated by a

small group of powerful exporting nations,

The World’s BiggGSt with  the United States holding a

Arms Exporters commanding lead. Between 2019 and 2023,

Share of global arms exports from 2019 to 2023, by country the US. accounted for 41.7% of all
international arms exports, driven by

united states £ ||| NG ¢ '-7% advanced aerospace, missile, and defence

rrance () [ 10.5% technology sales to allies across Europe, the
Middle East, and Asia. France and Russia

Russia wp [N 10-5% followed at a distant second and third, each

china @ [ 5-8% contributing around 10-11% of global

i exports, while countries like China,

Germany.- >o% — | Geﬁmany, Italy, the United Kingdom, and
ialy ) [ 4.3% ( ) Spain make up smaller yet significant shares.

United Kingdom ;F. 3.7% Together, these exporters shape global
spain © [ 2.7% military capability, influence geopolitical

alliances, and play a decisive role in
international security dynamics.
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CHINA

China is the fourth largest global arms exporter with ~5.9% global market share (2020-24). Its defence
industry is dominated by state-owned giants such as AVIC, NORINCO, CSSC, CASC, and CETC, which
together employ millions and form an end-to-end industrial chain covering air, land, naval, missile, and
space systems.
Distribution Network:
* Domestic Integration: China has achieved near self-sufficiency in major defence categories, including
aviation, missiles, and naval construction.

¢ Overseas Networks: Expanding export logistics hubs via the Belt and Road Initiative (BRI) in Asia, Africa,
and the Middle East — dual-use ports serve as distribution points for military hardware and

maintenance.

* Regional Reach: Strong defence export presence in Pakistan, Bangladesh, Myanmar, Thailand, Nigeria,
and Algeria.

e Sales Channels:

o Government-to-government arms deals managed by China North Industries Corporation
(NORINCO) and China National Aero-Technology Import & Export Corporation (CATIC).

o Offset agreements with developing nations include co-production and technology transfer.

Global Defence Share

Global Defence Export Share Comparison

Share of Global Arms Exports (%)

United States China India
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France & Germany (Europe)

Europe collectively represents over 20% of global arms exports, led by France (~10.9%) and Germany
(~5.6%). France's surge comes from large aerospace and naval contracts, while Germany dominates in

armoured vehicles and submarine technologies.
Key OEMs: Dassault Aviation, Thales, Naval Group (France) and Rheinmetall, ThyssenKrupp Marine

Systems, Hensoldt (Germany).

Distribution Network:
¢ Collaborative Manufacturing: Platforms like the Eurofighter Typhoon, A400M transport, and MBDA missile
systems integrate multinational European production chains — engines, avionics, and fuselage sections
built across multiple EU states.

* Export Logistics: France maintains regional MRO and support hubs in the Middle East (UAE, Qatar) and
Asia (India, Indonesia); Germany's Rheinmetall operates European spare-part networks with Poland
and Hungary.

e Sales Channels:
o [ntergovernmental Agreements (IGAs) and European Defence Fund (EDF) projects.
o Direct export contracts under national control (not EU-level).

Global Defence Share

World’s Top Ten
Arms Importers

India remained largest importer
during 2018-22

of imports)

India Qatar Egypt  Pakistan

N% o 43% 3%

Australia el e
Saudi Arabia 4'70/ 0 3.7% 3.5%

9.6% China |
4'60/ 0 UAE 2.7%

—
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India

India is the second-largest global arms
importer (11% of imports, 2020-24) but is
simultaneously building one of the
fastest-growing domestic defence
manufacturing bases. The Indian defence
market was valued at USD 17-30 billion
(2024), with the government targeting
70% self-reliance in procurement by
2027.

Key state entities include HAL, BEL,
BEML, OFB (now corporatised DPSUs),
and private players like L&T Defence,
Tata Advanced Systems, Adani Defence,
and Bharat Forge.

Distribution Network:

e Procurement Sources: Russia (36%),
France (28%), Israel (9%), and the U.S.
(7%).

e Domestic Manufacturing Hubs:
Bengaluru, Hyderabad, Pune, and
Chennai serve as primary industrial
corridors.

e Exports & Re-exports: India exported
defence equipment worth ¥23,600
crore (FY2024-25) to over 85
countries, including the Philippines,
Armenia, and several African nations.

e Sales Channels:

o Government Contracts: Ministry of
Defence capital acquisition
budgets via “Make in India” and
“IDEX" initiatives.

o Export Channels: DPSUs and
private manufacturers via the
Defence Export Promotion
Council (DEPQ).

o Aftermarket Network: Emerging
domestic MRO and spares
ecosystem for aircraft, missiles,
and naval systems.

India Exports Share

Where do India's OBAY
Defense Exports Go?
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