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Fund Highlights
*Focus on small-cap growth stocks
* Compounding Growth At a Reasonable Price

*To provide long-term capital appreciation while
seeking tax efficiency

* Fundamental valuation analysis
* “Know the Management” approach
*Shorts and hedges permitted

Please vead the prospectus and consider the investment
objectives, visks, and charges and expenses of the Fund
carvefully before you invest. The prospectus contains this
and other information about the Fund. Investment
veturns and principal value will fluctuate, and when
redeemed, shaves may be worth more or less than their
oviginal cost. Shaves held less than 60 days ave subject
to a short-tevm redemption fee of 2%. The results con-
tained in this repovt vepresent past pevformance of the
Fund. Past performance does not guavantee future
vesults and curvent performance may be higher or
lower than these results.

This report is not an offer of the Needham Small Cap Growth
Fund. Shaves ave sold only through the curvently effective
prospectus, which must precede or accompany this report.
Funds holding smallev capitalized companies ave subject to
greater price fluctuation than those of lavger companies. Also,
the Fund’s use of shovt sales, options, futuves strategies and
leverage may result in significant capital loss. Total return
figures include veinvestment of all dividends and capital
gains.

www.needhamfunds.com

Needham Small Cap
Growth Fund

Investment Objective

The Needham Small Cap Growth Fund (the “Fund”) seeks to create long-term, tax-effi-
cient capital appreciation for its shareholders by investing primarily in equity securities
of smaller public companies with well managed, financially strong businesses.

Investment Process

Compounding Growth At a Reasonable Price (CGARP) - Seek smaller capitalization
growth companies in a broad industry spectrum where, on market fundamentals, there
is an above-average opportunity for compounding earnings and capital appreciation
over a three- to five-year period.

Longer-Term Investment Focus - Investments in smaller cap stocks often require a
longer time horizon before price appreciation becomes a reality. Industries such as
technology, which are currently in a prolonged business downturn, still offer unique
opportunities for substantial capital appreciation over the business cycle.

Fundamental Analysis - The Fund strives to know its investments. Focus is on finan-

cial data, including balance sheets, cash flows and projected outlook, combined with

hands-on knowledge of managements through company visits, customer inquiries and
competitor analysis.

Risk Management - To moderate the volatility and risk inherent in these markets, the
Fund uses hedging techniques, primarily short sales, to generate more consistent
results.

Performance

An initial investment of $10,000 as of May 22, 2002 (inception) would be worth
$15,437 as of December 31, 2008.
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Average annual total return since inception 5/22/02 - 12/31/08 6.79%
Total return for the 12 months ended 12/31/08 -23.42%
Total return for the quarter ended 12/31/08 -17.42%

The S&P 500 Index is a broad unmanaged measure of the U.S. stock market.
The NASDAQ Composite Index is a broad-based capitalization-weighted index of all NASDAQ Global Market and Small-Cap stocks.
The Russell 2000 Index is a broad unmanaged index composed of the smallest 2,000 companies in the Russell 3000 Index.

Current month-end pevformance is available at www.needhamfunds.com. To obtain a

copy of the Fund’s curvent prospectus, please contact the Fund’s transfer agent, Citi Fund

Services Ohio, Inc., at 1-800-625-7071.

Needham & Company, LLC, member NASD/SIPC, is the distributor of The Needham
Funds, Inc.
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Top Ten Holdings®

Security % of Total Investments
Aspen Technology, Inc. (AZPN) 6.00%
ICx Technologies, Inc. (ICXT) 5.66%
Anaren, Inc. (ANEN) 5.29%
Super Micro Computer, Inc. (SMCI) 4.52%
MKS Instruments, Inc. (MKSI) 3.09%
STEC, Inc. (STEC) 3.04%
Airvana, Inc. (AIRV) 2.73%
Eclipsys Corp. (ECLP) 2.53%
iRobot Corp. (IRBT) 2.42%
Netezza Corp. (NZ) 2.37%
Top Ten Holdings 37.65%

* As of 12/31/08. Current portfolio holdings may not be indicative of future
portfolio holdings.
**  Percentage of total investments as of 12/31/08.

Needham & Company, LLC

Needham & Company, LLC is a wholly owned sub-
sidiary of The Needham Group, Inc. and a privately
held full-service investment bank with the mission of
helping emerging growth companies achieve their
potential. The firm is headquartered in New York City
with offices in Boston, Menlo Park and San Francisco.
In addition to investment banking, Needham'’s princi-
pal activities include institutional sales and trading,
asset management and venture capital. To serve its
institutional clients, Needham & Company, LLC pro-
duces comprehensive equity research on more than
375 companies in technology, healthcare, consumer
and industrial growth. For more information, please
see www.needhamco.com.

Needham Asset Management, LLC

Needham Asset Management, LLC is a wholly owned
subsidiary of The Needham Group, Inc. and an invest-
ment management firm specializing in investing in the
equity securities of growth companies, with a focus on
the technology, healthcare, business services and
consumer sectors. The firm’s product offerings include
public mutual funds, limited partnerships and private
equity funds.

Needham Investment Management L.L.C., an SEC reg-
istered investment adviser, is the Investment Adviser
of the Needham Small Cap Growth Fund and an affili-
ate of Needham & Company, LLC.

Call us at 1-800-625-7071

Needham Small Cap Growth Fund

Comparative Performance (as percentage)

4™ Quarter* 1 Year® 3 Year® 5 Year® Since Inception®
Needham Small Cap Growth Fund -17.42%  -23.42% -6.62% -1.72%  6.79%
gf:?aggs";nsdg:f&t%i? Growth Fund -18.91%  -24.80% -9.15% -3.62%  5.22%
gf?eer?arlgﬂnsﬂﬁgu&?f a%r%ﬂrrlpigrgd -9.46%  -13.49% -5.07% -1.10%  6.23%
S&P 500 Index” -21.94%  -37.00% -8.34% -2.19% -0.62%
NASDAQ Composite Index’ -24.37%  -39.98% -9.81% -3.95%  0.32%
Russell 2000 Index'™* -26.12%  -33.79% -8.25% -0.88%  1.69%

(A) 10/1/08-12/31/08

(B) 1/1/08-12/31/08

(C) 1/1/06-12/31/08 (annualized return)
(D) 1/1/04-12/31/08 (annualized return)
(E) 5/22/02-12/31/08 (annualized return)

Sector Weightings®

T The S&P 500 Index is a broad unmanaged measure of the U.S. stock
market.
11 The NASDAQ Composite Index is a broad-based capitalization-weighted index
of all NASDAQ Global Market and Small-Cap stocks.
111 The Russell 2000 Index is a broad unmanaged index composed of the
smallest 2,000 companies in the Russell 3000 Index.

Sector Long (Short) Total
Healthcare 0.2% — 0.2%
Energy — — —
Industrial 0.7% —_ 0.7%
Financial Services — — —
Business Services 8.6% — 8.6%
Consumer — (3.7)% (3.7)%
Technology 31.4% — 31.4%
Telecommunications/Cable 13.4% — 13.4%
Cash 49.4% — 49.4%
*Percentage of total investments as of 12/31/08, which includes all stocks

plus cash minus all short positions.
Fund Information & Statistics
Net Assets $5.31 million
NAV $7.61

Minimum Initial Investment
Minimum Subsequent Investment
NASDAQ Symbol

Load

Inception Date

Expense Ratio

12b-1 Fees

Redemption Fee

Shareholder Services

Citi Fund Services Ohio, Inc.
3435 Stelzer Road
Columbus, OH 43219

Adviser

Needham Investment
Management L.L.C.
445 Park Avenue

$5,000/$1,500 for IRA
$500/No minimum for IRA
NESGX

No-Load

5/22/02

2.50%

0.25%

2.00% within 60 days

Contact
Investor Services
1-800-625-7071

New York, NY 10022-2606

Network Availability

Includes A.G. Edwards & Sons, Barclays Capital, Brown Brothers Harriman, Charles Schwab Mutual
Fund OneSource®, E*TRADE Securities, Fidelity FundsNetwork®, Fiserv, JP Morgan, Lazard Capital
Markets, Linsco/Private Ledger, Morgan Stanley, Needham & Company, LLC, Pershing, Prudential

Investment Management Services, Raymond James, Swiss American Securities, T.D. AMERITRADE,

and Vanguard.



