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Critical technologies and Germany’s next 
industrial revolution 

 
 

IN A NUTSHELL 
 

  

 

— As a gateway to Europe, Germany may offer ideal conditions for the emergence of a “New Mittelstand”1 

of companies whose technologies are increasingly vital to achieve Europe’s policy goals 

— Innovation hubs across Germany have become technology epicenters, supported by policy initiatives 

that are intended to accelerate the growth of both the German and broader European growth-tech 

ecosystem 

— Recent German policy initiatives aimed at unlocking capital to scale technologies critical to the success 

of Europe’s policy ambition are now creating potentially attractive opportunities for investors 

  

  

  
  

  

   

Introduction 

Europe is at a critical inflection point, facing an urgent need to build and scale high-tech industries to meet policy goals and navigate 

through unprecedented geopolitical uncertainty. Germany is widely expete to play a leading role in this new industrial revolution on 

the back of companies with proven technologies that need capital to scale production rapidly. To boost financing for critical 

technologies, European and German policymakers are mobilizing public and private capital to support scaleups aiming to become the 

next generation of industry leaders. 

Transformation will rely on an already vibrant innovation and startup ecosystem that runs the length of Germany. Berlin is Germany’s 

flagship startup city, encompassing everything from software and fintech to cleantech and mobility and Munich’s Innovation Agenda 

2030 sets an explicit goal to become one of Europe’s top hubs for AI and startups. These innovation hubs stand to benefit from recent 

efforts by policymakers to reduce capital markets regulation and improve the tax frameworks for venture capital (VC), all of which are 

designed to support startups and scaleups and expand the VC ecosystem in Germany and across the broader European Union (EU). 

The efforts of policymakers have helped set the stage for the rise of Germany’s next generation of Mittlestand industrial champions 

while potentially creating attractive opportunities for investors who want exposure to Europe’s most dynamic technology sectors. 

Germany’s science and research capabilities and its heritage of industrial innovation have led to the emergence of a class of young 

companies with “first-of-a-kind” technologies that have historically had insufficient access to capital but are now increasingly 

positioned to contribute to the build out of the European economy of the future.  

In this report, we examine how critical technologies could play a pivotal role in delivering against many of Europe’s policy goals and 

Germany’s national priorities, the role innovation hubs across Germany can play in Europe’s transformation, and recent steps taken 

by policymakers to increase the availability of growth financing to scaleups may create attractive opportunities for investors. 

 
 
1 Mittelstand historically refers to small and medium-sized, often family-owned, German companies known for long-term strategic focus, strong bal-
ance sheets, deep specialisation in niche markets and high export orientation 
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1 / Critical technologies in Europe’s 
transformation  
1.1 Deploying critical technologies to achieve Europe’s policy goals 

Europe is on a mission to strengthen national and energy security, achieve climate neutrality, boost industrial competitiveness and 

reduce strategic dependencies. These goals are being underscored by a powerful regulatory and fiscal reset.2 These include Readiness 

Europe 2030 to bolster defense capabilities and the Green Deal Industrial Plan to improve industrial competitiveness and accelerate 

the transition to climate neutrality. Regardless of the divergent focus areas of Europe’s policy goals, the common thread is the urgent 

need to develop and scale critical technologies with the potential to transform industries that support multiple policy goals Figure 1.  

 

Figure 1: The critical technologies being deployed to deliver Europe’s policy goals  

 

Source: DWS Research Institute (November 2025) 

Critical technologies are defined as those with transformative capabilities which, by promoting a strong and competitive economy, 

help to protect a country’s national interests, maintain global influence and drive strategic policy objectives. We identify five categories 

of critical technologies with transformative potential which we believe will be pivotal to achieving progress against Europe’s ambitions:  

(i) Aerospace and defence: Encompasses advanced weapons and protection systems alongside satellite technology. These 

industries can strengthen national security by enhancing surveillance, communication and deterrence capabilities. They 

also offer vital dual-use benefits, for example in terms of civilian communications and navigation systems. 

(ii) Cleantech: Reduces environmental impacts through energy efficiency, sustainable resource use or environmental pro-

tection activities such as renewable energy generation and clean transportation. These technologies are closely aligned 

with strengthening energy security and achieving climate neutrality. 

(iii) Advanced manufacturing and robotics: Combines digital tools, automation and data to make the production process 

more efficient, flexible and innovative. Their adoption may boost industrial competitiveness by cutting costs, improving 

quality, and reducing strategic dependencies by enabling local high-tech production. 

(iv) Semiconductors: Semiconductors are at the heart of emerging technologies like AI, robotics, quantum computing, and 

renewable energy systems. Semiconductors are essential technologies that support multiple policy goals because they 

offer the opportunity to automate, accelerate R&D, and improve efficiency across all sectors of the economy. 

(v) Cybersecurity: Protects networks of governments and the private sector, financial systems, critical infrastructure and 

military operations from espionage, sabotage and disinformation campaigns. Cybersecurity therefore can strengthen 

national and energy security by acting as a digital shield to protect critical assets. 

 
 
 
 
 

 
 
2 DWS Investment GmbH (September 2025). Gateway to Europe: Europe’s investment renaissance 

Goal European policy initiative Relevant critical technology

National security EU Strategic Compass, Readiness Europe 2030, Aerospace & defence, cybersecurity, semiconductors

German Defence Industrial Strategy

Energy security REPowerEU Cleantech, cybersecurity, semiconductors

EU Hydrogen Strategy

Climate neutrality European Climate Law, European Green Deal, Cleantech, advanced manufacturing & robotics, 

Net Zero Industry Act, Fit for 55 semiconductors

Industrial competitivness Competitiveness Compass, Advanced manufacturing & robotics, 

EU Industrial Strategy 2030 semiconductors

Reducing strategic dependencies Critical Raw Materials Act, EU Chips Act Semiconductors, cleantech, advanced manufacturing 

& robotics



Research Institute December 9, 2025 

For informational purposes only and does not constitute a recommendation or investment advice.  
This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. 

\ 3 

1.2 Setting the stage for Germany’s new industrial revolution 

At the forefront of Europe’s transformation and the deployment of critical technologies we expect will be Germany, which is Europe’s 

largest economy and an industrial pillar of the EU’s defence capabilities.3 Germany’s awareness of its central role in delivering against 

Europe’s policy goals is reflected in a set of national strategic objectives that support technological growth and innovation: 

(1) National security: The amendment of Germany’s “debt brake” rules now exempt defence spending from the usual borrowing 

limits. This means the country has now become Europe’s defence spending leader and sits in Europe’s top tier next to the 

UK and France.4 In its National Security and Defence Industry Strategy,5 the German government identified IT & 

communications, AI, naval shipbuilding, armoured vehicles, sensors as well as quantum technologies, space technologies and 

unmanned systems as some of the key technologies to ensure technological sovereignty and security of supply.  

(2) Energy security: Germany’s historical dependence on Russian gas exports helped deliver the 2022 Easter Package of energy 

laws,6 which helped turbo-charge the deployment of cleantech. Last year, Germany led in terms of installed wind generating 

capacity, accounting for 25% of EU capacity, double that of installed capacity that occurred in the UK and France.7 Germany 

is also the leading producer of solar power8 and posted the greatest installed capacity of bioenergy in Europe last year, at 

nearly ten gigawatts, equivalent to around 24 percent of Europe's bioenergy capacity.9 

(3) Climate neutrality: Germany’s Federal Climate Protection Act targets a reduction of greenhouse gas (GHG) emissions of at 

least 65% by 2030 versus 1990 levels, and climate neutrality by 2045. These are among the most aggressive GHG emission 

reduction targets in Europe.10 The country’s industrial decarbonization and hydrogen strategies are intended to lead to the 

building-out of cleantech manufacturing bases around the country.   

(4) Industrial competitiveness: Germany is world leading in manufacturing competitiveness11 although it sits outside the global 

top 10 in its innovation standing and economy wide competitiveness.12 However, weak growth and high energy prices have 

eroded Germany’s industrial competitiveness over recent years. To safeguard and improve industrial competitiveness 

Germany is undertaking a green and digital industrial policy, such as in the semiconductor industry13 alongside steps to cut 

red tape and boost investment.  

(5) Reducing strategic dependencies: From chip and battery supply chains in Asia to non-European cloud providers, Germany is 

acting to de-risk and build capacity at home and across Europe. This includes onshoring capacity for auto and industrial chips, 

for example, TSMC’s semiconductor plant in Dresden.14  

 

To support the success of these initiatives, the German government is spearheading an effort to provide targeted support to Germany’s 

startups and scaleups and VC ecosystem to help facilitate growth and innovation in industries critical to achieving its policy goals. As 

explored in greater detail in the next section, these efforts include increasing the availability of financing to scaleups in possession of 

emerging technologies with transformative potential that need to scale production to industrial levels to become economical. 

 

 

 
 
3 World population review database 
4 Politico (22 June 2025). Germany pledges to hit 3.5 percent defense spending target by 2029 
5 Federal Ministry of Defence (January 2025). National Security and Defence Industry Strategy 
6German Federal Ministry for Economic Affairs and Climate Action (April 2022). The Easter Packer led to the revision of a number of energy laws in-
cluding the Offshore Wind Energy Act, the Energy Industry Act, the Federal Requirements Plan Act and the Grid Expansion Acceleration Act. 
7 WindEurope (February 2025). Wind energy in Europe: 2024 Statistics and the outlook for 2025-2030 
8 German Trade & Investment (December 2024). Photovoltaic Industry in Germany 
9 Statista (April 2025). Bioenergy capacity in Europe  
10 Denmark and the UK target GHG emission reductions of -70% and -68% by 2030 respectively. At an EU level, The European Climate Law targets a 
55% reduction in GHG by 2030 versus 1990 levels   
11 UNIPO (July 2023). Germany is the world’s leading manufacturer according to UNIDO’s CIP Index. UNIDO will be launching a revamped competitive 
industrial index (CIP) index at the end of November 2025 
12 According to IMD’s World Competitive Index and WIPO’s Global Innovation Index, Germany ranked #19 and #11 respectively in 2025 
13 Reuters (November 2024). German government plans billion of euros in new chip subsidies 
14 TSMC (August 2024). ESMC breaks ground on Dresden fab 
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2 / Building a new Mittelstand 
2.1 Germany’s strong innovation credentials  

Germany consistently ranks in the global top tier for science and research capacity, industrial innovation and patents, advanced 

manufacturing, as well as deep tech including cleantech, robotics, and AI. This is revealed across several key innovation metrics, Figure 

2, including being the largest EU recipient of ERC grants and Horizon Europe funding,15 accounting for 12.6% of patent applications 

globally16 and holding the highest share of robot density outside Asia.17  

 

Germany’s strength across the range of innovation KPIs can offer benefits in terms of faster lab-to-factory delivery, higher productivity 

and wages, and a sophisticated high-tech export basket. However, after several years of stagnant growth, the government has rolled 

out several measures to spur startups and deepen its VC ecosystem as part of a wider effort to facilitate the emergence of the next 

generation of Mittelstand companies built around critical technologies that support the country’s strategic objectives.   

 

Figure 2: Germany’s rankings across a range of innovation metrics 

 

1 UNIDO (July 2023).  2 European Research Council (September 2025).; 3 Bavarian Research Alliance (March 2024); 4 FT/Statista/Sifted March 2025; 5 KfW Venture Capital 
Dashboard; 6 European Patents Office 2025; 7 International Federation of Robotics (November 2024); 8 Eurostat 2023 data); 9 European Commission (July 2025); 10 WIPO 
(September 2025) 
Source: DWS Research Institute (November 2025).  

 

2.2 Innovation hubs can drive Germany’s policy goals 

This new Mittelstand will be supported by the country’s innovative capabilities and existing VC ecosystem. The foundation of this 

ecosystem is a powerful research backbone illustrated by innovation hubs located around the country’s leading universities. These 

provide a concentration of talent, IP, infrastructure, entrepreneurship services, and support networks for startups and scaleups. 

 

In the first half of this year, the top five German cities for startup formation as a share of the population were Munich, Heidelberg, 

Berlin, Darmstadt and Aachen, Figure 3a.18 In terms of absolute numbers, Berlin is the country’s flagship start-up city covering a broad 

range of sectors from software and fintech to cleantech and mobility.19 In the case of Munich, the Technische Universität Muenchen 

(TUM) specialises in engineering and computer science and is consistently ranked among Europe’s top universities for innovation and 

 
 
15 The European Research Council (ERC) awards grants to fund frontier science research; Horizon Europe is the EU’s flagship research and innovation 
funding programme, running from 2021 to 2027 with a budget of around €95.5 billion, it is one of the largest R&D funding programmes in the world 
16 European Patents Office (March 2025). EPO index 2024 
17 International Federation of Robotics (November 2024). World Robotics 2024 
18 Startupverband (July 2025). Next generation 
19 EY startup barometer (January 2025). Venture capital for German startups on the rise 

Indicator Germany's rank Benchmark Comment

Manufacturing innovation
1 #1 in Europe; top 5 globally Global manufacturing leader

Advanced manufacturing and machinery exports 

underpin Germany's critical technology strengths

ERC grants (frontier science funding)
2 #1 in Europe European leader

Indicates Germany's sicentific excellence and 

institutional research capacity

Horizon Europe funding (EU R&D funding)
3 Top EU recipient (15% of total 

funding)
EU average share <8%

Demonstrates leadership in collaborative R&D and 

industrial innovation

Startup hubs
4 #1 in Europe: UnternehmerTUM 

(Munich) 

Reflects ecosystem depth, talent diversity and 

strong university-industry integration

Venture capital investment (Europe)
5 #3 in Europe (EUR7.4 bn in 2024) Behind the UK and France

Strong deep tech focus: AI, robotics, clean tech 

and industrial software

Patent applications
6 #1 in Europe; #2 globally Ranked behind the U.S.

12.6% of all European Patent Office filings 

originate from Germany. Strong in automotive, 

machinery and electrical engineering

Industrial robotics density
7 #1 in Europe; #4 globally

After Korea, Singapore and 

China

449 robots per 10,000 manufacturing workers 

demonstrating leadership in advanced 

manufacturing and automation

R&D intensity
8 3.13% of GDP

EU average of 2.2% and 

OECD average of 2.8%

Places Germany among the EU's top three R&D 

investors and meeting the 3% Lisbon target

European Innovation Scoreboard 
9 Strong innovator (111% of EU 

average), #9 in EU
vs. EU average = 100% Strengths in business R&D expenditure

Global innovation index
10 #11 globally Out of 133 countries

Strong performance in Human Capital & Research 

(#4) and Knowledge & Technology Outputs (#11) 

reflecting robust science base and industrial R&D
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entrepreneurship. This is complemented by the UnternehmerTUM, an independent but university affiliated centre for innovation and 

business creation, which bridges TUM’s talent with leading German corporates such as BMW, Siemens, and Infineon. Last year, the 

number of newly founded startups at TUM exceeded 100 for the first time.20 These startups are predominantly B2B and typically 

specialise in cleantech, AI and defence and aerospace tech. Indeed, German defence tech startups, which are heavily concentrated in 

Bavaria, captured around 90% of all European defence tech funding in the first half of this year.21 Meanwhile, Munich’s Innovation 

Agenda 2030 sets an explicit goal to become one of Europe’s top hubs for AI and scaleups.  

 

Although significantly smaller than Berlin and Munich in population terms, Heidelberg punches above its weight when it comes to 

startups per number of inhabitants. Its startup ecosystem is particularly strong in biotech and health tech underpinned by BioRN life-

science cluster Rhine-Neckar, which together form one of Europe’s most important biomedical research complexes. In aggregate, the 

sectors with the largest number of startups across the whole country in the first half of this year were in the software, medicine and 

food sectors, Figure 3b. 

 

Figure 3a: Number of German startups by city hub in 2025H1        Figure 3b: German startups by sector in 2025H1 

               

Source: Startupverband (July 2025). Next generation. DWS Research Institute (November 2025).  

 

2.3 Historical limits to Germany’s VC ecosystem  

Compared to the U.S., European startups and scaleups have limited access to capital markets such that Europe’s VC ecosystem is small, 

representing no more than 0.2% of GDP, Figure 4. Many European scaleups seeking to scale their production capacity to industrial 

levels must turn to foreign sources of capital, which ultimately can harm Europe’s competitiveness as European scaleups become M&A 

targets for non-European corporations and critical technologies developed in Europe are extracted to support foreign interests. 

 

Many European entrepreneurs have historically faced a recurring challenge: how to fund the leap from a prototype to industrial-scale 

production. This phase demands significant investment in production capacity, engineering, and R&D – not just sales growth. In 

contrast to the risk profile of startups with unproven technologies, Germany’s scaleups are generally more established, asset-heavier 

companies with independently validated technologies that may have the potential to transform entire industries while helping 

Germany deliver against Europe’s policy goals and its own national priorities.  

 

However, the relative immaturity of emerging technologies that are proven but not yet produced at scale, current lack of short-term 

cash flows, and regulatory capital requirements means that capex project financing to scale production of emerging technologies is 

unsuitable for traditional bank financing solutions. Similarly, VC debt financing is primarily used to bridge between VC equity financing 

rounds earlier in a company’s lifecycle and is not typically available for capital expenditure-heavy projects. 

 

As described in the next section, Germany recognizes the need to support its startups and scaleups and strengthen its VC ecosystem 

and has recently taken steps to mobilize public and private capital to provide financing to scaleups with first-of-a-kind technologies. 

 
 
20 TUM (March 2025). TUM sets new record for spin-offs 
21TechReviewers (July 2025). Funding focus: Germany snaps up 90% of Europe’s record defence tech funding 
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Figure 4: The size of venture capital investment by country 

 

Source: KfW (April 2025). Venture Capital Dashboard Q1 2025 
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3 / Funding Germany’s innovation economy  
3.1 Supporting startups and scaleups and expanding the VC ecosystem 

To boost domestic capabilities in critical technologies, drive investment across Germany’s innovation hubs, and build a strong startup, 

scaleup and venture capital market, the German government, alongside the European Commission, have announced several financing 

initiatives, Figure 5. These initiatives are aimed at boosting the availability of venture and growth capital, providing seed and very early-

stage capital and support tech-driven startups on their path to becoming active contributors to Europe’s economy of the future. 

 

The German government’s strategy is therefore aimed at securing Berlin, Munich and the other major tech hubs as global tech leaders 

rather than feeder ecosystems for U.S. and Asian tech giants. This has become an urgent issue since over the last decade because 

around 6% of startups22 and almost 30% of unicorns23 have relocated from Europe, mostly heading to the U.S.24 

 

The number of European companies that have achieved a valuation of at least US$1 billion lags considerably behind that of the U.S. 

and China. According to the Hurun Global Unicorn index, about three-quarters of the current unicorns are based in the U.S. (50%) and 

China (23%). Despite the comparatively lower share in the EU (7%), the continent has seen the number unicorns more than trebled 

since 201725 with Germany home to a third of Europe’s unicorns.26 The desire for more German startups to eventually go public at 

home instead of abroad lies at the center of the Second Future Financing Act, which was approved in late 2024. This act aims to ease 

access to capital markets, improve the tax framework for VC investments and cut the bureaucracy around listings and fund structures.  

 

Figure 5: Examples of German and EU initiatives to build startup, scaleup and venture capital ecosystems 

 

Source: DWS Research Institute (November 2025) 

 

 
 
22 Ifo Schnelldienst (May 2025). Der Start-up-Exodus. Warum Europas innovativste Start-ups nach Amerika fliehen 
23 EU JRC technical report (February 2025). In search of EU unicorns – What do we know about them? 
24 Deutsche Bank Research (January2024). Strong risk capital markets. Vital for unlocking green & digital innovations 
25 EU JRC technical report (February 2025). In search of EU unicorns – What do we know about them? 
26 Hurun Research Institute (July 2025). Global Unicorn Index 2025  

Germany Initiative Size Focus
KfW WIN initiative - Growth and Innovation 
Capital for Germany (2024)

Aim to invest ~EUR12bn in young innovative 
companies by 2030

Crowd-in private capital, improve tax, legal and IPO 
conditions for startsups and scaleups

EXIST Start-up factories (2024) Public-private funding programme

Zukunftfinanzierungsgesetz (2023) Legal and tax reform package
Easier IPOs, better employee stock options, founder-
friendly company law

Zukunftsfond / Future Fund (2021)
~EUR10bn public and aiming to mobilise 
~EUR30bn overall

Growth & late-stage VC, deep-tech and climate tech, 
closing scaleup funding gap

KfW Capital programmes e.g. ERP, Future Fund 
Growth facility (2021)

>EUR1.9billion committed to 100+ VC funds
Strenghten VC supply for early & growth stages, crowd 
in private capital

INVEST - Zuschuss für Wagniskapital (2013- )
Grants to angel investors, boosting pre-seed 
capital availability

Aim is to bridge the early-stage funding gap

High-tech Gründerfonds (HFGF) (2005- ) >EUR2billion across fund generations Seed financing for high-tech startups

European Union Initiative Size Focus

EU Startup and Scaleup Strategy (2025) ~30 policy actions
Reducing red tape, cross-border scaling, faster 
company setup, more late-stage capital 

Scaleup Europe Fund (planned)
Near term target ~EUR5 bilion with mission 
to expand

Growth capital and late-stage investments in a broad 
range of European strategic technology companies

European Tech Champions Initiative (2023)
Initial EUR3.75billion with ambition of EUR10 
billion

Late-stage financing for European tech champions

InvestEU (2021)
EU budget guarantee of EUR26.2 billion, with 
recent EUR2.9 billion top-up

Scale-up funds, late-stage-IPO financing, SME growth

European Innovation Council (EIC) Fund (2020)
EUR3 billion equity fund inside a EUR10.1 
billion overall EIC budget under Horizon 
Europe

Deep-tech VC fund for startups & scaleups
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3.2. Financing the next generation of innovators  

Despite the country’s world leading applied research, engineering excellence, industrial depth and large startup pipeline, Germany has 

historically lagged the U.S. and UK in late-stage VC and scaleup financing. German and European firms that need capital to grow are 

often required to make the difficult decision to accept foreign investment, and potentially even moving abroad. In the aggregate, the 

lack of domestic capital sources that lead to this outcome can ultimately damage the continent’s long-term competitive position across 

key industries and jeopardize its ability to deliver against policy goals that depend on technological growth and innovation.  

 

The Growth and Innovation Capital for Germany (“Wachstums- und Innovationkapital für Deutschland” or “WIN”) initiative was 

launched27 by the Germany Finance Ministry in late 2024 to bring together a broad coalition of corporates, banks, asset managers and 

industry associations alongside KfW to improve the framework for growth and innovation capital. The WIN initiative is designed to 

facilitate growth and innovation in key areas of Germany’s economy and help tackle the country’s historical structural growth-capital 

gap by mobilizing around €12 billion in additional venture and growth funding by 2030. Through a ten-point package covering topics 

ranging from startup factories, cleantech scaleup finance and expanded fund-of-funds structures to regulatory and tax changes for 

insurers, pension funds and public capital pools, WIN aims to expand and deepen Germay’s VC market and anchor more late-stage 

funding at home. In doing so, WIN seeks to ensure that German startups and scaleups can grow into the Mittelstand of tomorrow. 

 

In our next European Transformation whitepaper, we will take a deep dive into the financing needs of Germany scaleups seeking to 

expand production as well as market opportunities in industries with first-of-a-kind technologies linked to achieving key policy goals. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
27 German Ministry of Finance (September 2024). WIN Initiative Growth and Innovation Capital for Germany 



Research Institute December 9, 2025 

For informational purposes only and does not constitute a recommendation or investment advice.  
This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. 

\ 9 

4 / Conclusion  
Summary of key findings 

1. Germany is widely regarded as Europe’s innovation powerhouse28: Investing more in R&D than any other EU country, 

Germany is Europe’s leading country for patent applications and regulatory tops the table as the continent’s largest recipient 

of ERC grants. This has led Germany to become a major first-of-a-kind innovation hub which is backed by strong political 

support. 

2. Germany is competitive in several critical technologies29: Germany has structural strengths in cleantech hardware, advanced 

manufacturing and industrial robotics. Its ambition is to strengthen areas like AI and aerospace and defence tech. 

3. Germany has a vibrant startup ecosystem30: The country boasts a multi-polar startup ecosystem from Berlin and Munich to 

Heidelberg, Hamburg and Cologne, which collectively form one of Europe’s most dynamic startup landscapes. Berlin consist-

ently ranks among the world’s top startup ecosystems and is one of founders’ two most preferred European locations.  

4. Germany is home to a large share of Europe’s unicorns31: Ranking in the top three European countries but still dwarfed by 

the U.S. and China which together host the vast majority of the world’s billion-dollar startups. 

 

5. Germany punches below its weight when it comes to its venture capital ecosystem32: The country’s VC investment-to-GDP 

ratio is approximately 0.2%, only slightly above the EU-27 average, and just one-third of the levels in the U.S. and the UK.33 

 
 
Investor implications  

1. Germany undertaking fiscal and regulatory reset34: Understanding evolving regulatory frameworks is becoming increasingly 
important. Incentives are improving, and public-private partnerships such as the WIN initiative are the engine rooms to mo-
bilise institutional capital. 
 

2. Strong policy tailwinds should support critical technologies35: Clear need to build out new, growing industries in the EU, 
especially Germany to strengthen national and energy security, achieve climate neutrality, boost industrial competitiveness, 
and reduce strategic dependencies. 
 

3. Broad range of potential sector investment opportunities: Long established capabilities have existed in cleantech and ad-
vanced manufacturing, but fiscal headroom is allowing Germany to become Europe’s defence spending leader. This is 
prompting record VC investment in European defence tech, and Germany has become the dominant player in terms of deal 
flow. 
 

4. Access strategies need to recognize Germany’s varied startup ecosystem36: Its startup landscape is multi-hub with each city 
and region having distinct characteristics. Most investment opportunities are typically B2B, industrial or heavy engineering. 

 
5. New investment structures are emerging37: The longer development cycles of deep-tech ventures may require new types of 

funding vehicles such as public financing and blended finance vehicles. 
 

 
 

 

 

 

 
 
28 UNIDO (July 2023) 
29 European Patents Office 2025 
30 FT/Statista/Sifted (March 2025) 
31 Hurun Research Institute (July 2025). Global Unicorn Index 2025 
32 KfW (April 2025). Venture Capital Dashboard Q1 2025 
33 KfW (April 2025). Venture Capital Dashboard Q1 2025 
34 DW (March 2025). Germany’s Bundestag votes in favor of reforming ‘debt brake 
35 High Tech Agenda Deutschland, Zukunftfonds, DeepTech & Climate Fonds 
36 KfW WIN Initiative Growth and Innovation Capital for Germany (September 2024) 
37 KfW Capital programmes, EXIST Start-up factories 
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Important information  
 

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products 
or services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and 
employees (collectively “DWS”) are communicating this document in good faith and on the following basis.  
 
This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction 
and should not be treated as investment advice. 
 
This document is intended to be a marketing communication, not an investment recommendation/ investment strategy or financial analysis. Accord-
ingly, it may not comply with legal obligations requiring the impartiality of an investment recommendation/ investment strategy or financial analysis 
or prohibiting trading prior to the publication of such documents. 
 
Any opinion expressed hereby reflects our current view and it is subject to change without prior notice. 
 
This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, 
opinions, models and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of 
such forward looking statements. Past performance is no guarantee of future results. 
 
The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness or 
fairness of such information. All third party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend 
this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth 
herein, changes or subsequently becomes inaccurate.  
 
Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents.  
 
No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions 
which may not prove valid.  
 
DWS does not give taxation or legal advice.  
 
This document may not be reproduced or circulated without DWS’s written authority. 
 
This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary to law or 
regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within such jurisdiction. 
Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions 
 
Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority. 
© 2025 DWS Investments UK Limited 

 
 

Important information – North America 
The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, 
or DWS Investment Management Americas Inc. and RREEF America L.L.C., which offer advisory services. 
 
This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making 
an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and strategies 
described or provided by DWS, are appropriate, in light of their particular investment needs, objectives and financial circumstances. Furthermore, this 
document is for information/discussion purposes only and does not and is not intended to constitute an offer, recommendation or solicitation to 
conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type 
of transaction as a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsid-
iaries and affiliates, does not provide legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or 
marketing, to the extent permitted by applicable law, of the transaction or matter addressed herein, and was not intended or written to be used, and 
cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient of this communication should seek 
advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are 
not guaranteed, unless specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect 
our judgment on the date of this report, are subject to change without notice and involve a number of assumptions which may not prove valid. 
 
Any mentions of specific securities are for illustrative purposes only and should not be considered a recommendation. 
 
Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of 
income and principal invested. The value of investments can fall as well as rise and you may not recover the amount originally invested at any point in 
time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. Further, investment in interna-
tional markets can be affected by a host of factors, including political or social conditions, diplomatic relations, limitations or removal of funds or assets 
or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments denominated in an alternative currency 
will be subject to currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the investment. This 
document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a transaction. 
The terms of an investment may be exclusively subject to the detailed provisions, including risk considerations, contained in the Offering Documents. 
When making an investment decision, you should rely on the final documentation relating to the investment and not the summary contained in this 
document. 
 
Currently Net Zero and Engagement policies are not applicable in the U.S. for DWS. Environmental, social, and governance (ESG) criteria are a set of 
standards for a company’s operations that socially conscious investors use to screen potential investments: Environmental (how a company performs 
as a steward of nature); Social (how a company manages relationships with employees, suppliers, customers, and communities); Governance (com-
pany’s leadership, executive pay, shareholder rights, etc.). Investing in securities that meet ESG criteria may result in foregoing otherwise attractive 
opportunities, which may result in underperformance when compared to products that do not consider ESG factors. 
 



Research Institute December 9, 2025 

For informational purposes only and does not constitute a recommendation or investment advice.  
This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. 
Past performance is not indicative of future returns. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove to be incorrect. 

\ 11 

This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, 
opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of 
this material. Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration 
of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the 
results contained herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements 
or to any other financial information contained herein. We assume no responsibility to advise the recipients of this document with regard to changes 
in our views. 
 
No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be 
achieved. Any securities or financial instruments presented herein are not insured by the Federal Deposit Insurance Corporation (“FDIC”) unless specif-
ically noted, and are not guaranteed by or obligations of DWS or its affiliates. We or our affiliates or persons associated with us may act upon or use 
material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the views discussed herein. Opinions expressed 
herein may differ from the opinions expressed by departments or other divisions or affiliates of DWS. This document may not be reproduced or circu-
lated without our written authority. The manner of circulation and distribution of this document may be restricted by law or regulation in certain 
countries. This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary 
to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within such 
jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions. 
 
Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. 
Further information is available upon investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to 
the provider. 
 
For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits 
of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion purposes only and 
does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not constitute an offer, an invitation 
to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation 
relating to the transaction you are considering, and not the [document – may need to identify] contained herein. DWS Group is not acting as your 
financial adviser or in any other fiduciary capacity with respect to any transaction presented to you. Any transaction(s) or products(s) mentioned herein 
may not be appropriate for all investors and before entering into any transaction you should take steps to ensure that you fully understand such 
transaction(s) and have made an independent assessment of the appropriateness of the transaction(s) in the light of your own objectives and circum-
stances, including the possible risks and benefits of entering into such transaction. You should also consider seeking advice from your own advisers in 
making this assessment. If you decide to enter into a transaction with DWS Group you do so in reliance on your own judgment. The information 
contained in this document is based on material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error 
free. Assumptions, estimates and opinions contained in this document constitute our judgment as of the date of the document and are subject to 
change without notice. Any projections are based on a number of assumptions as to market conditions and there can be no guarantee that any projected 
results will be achieved. Past performance is not a guarantee of future results. The distribution of this document and availability of these products and 
services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written per-
mission. 
 
For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in 
compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-
Bermudian persons (including companies) may not carry on or engage in any trade or business in Bermuda unless such persons are permitted to do so 
under applicable Bermuda legislation.    
 
© 2025 DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany.  
All rights reserved. 
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