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Following the passage of the “One Big Beautiful Bill Act,” markets finally have clarity with regard to tax
policy for the foreseeable future. Company management teams, many of whom have delayed capital
deployment decisions, are now able to prepare business plans with more certainty surrounding favorable
tax conditions. The next major item of clarity needed is on tariff policies, which continue to evolve on a
daily basis.

Themes Shaping the Current Investment Landscape

Deregulation and Liquidity
The recent shift toward deregulation is expected to unlock additional economic activity as management
teams will be able to operate without previous regulations. Bank deregulation should also increase
money flows and liquidity both on Main Street and Wall Street.

Infrastructure and Liquidity
Expanding infrastructure initiatives, supported by deregulation and the new tax framework, are creating
opportunities across multiple sectors. Companies providing materials, tools, and services to these
projects may benefit as capital expenditure levels remain robust in this phase of global economic
expansion.

Productivity and Innovation
Productivity growth from the deployment of Artificial Intelligence (AI) has yet to be realized in the
economy, but it should be a significant tailwind to drive efficiency and optimization throughout the world.
Investors would be keen to avoid investments that have terminal values that are structurally impaired
from the competitive threats that AI could generate. The benefits of AI will create buckets of winners
and losers in this technological revolution, and it is critical to have defensive moats to protect margins
and market share as this plays out over the coming years.

Mergers and Acquisitions
M&A activity has increased compared to the previous several years and has outperformed initial
reactions from FTC statements earlier in 2025. M&A activity is positive for equities, as it allows
combinations that optimize operations and cost structures. Small cap companies should participate in
M&A, as many companies need to join larger organizations with lower cost of capital structures and
broader platforms to unlock value.

Interest Rate Outlook
The Federal Reserve has a challenging job of calibrating rates to the underlying economic activity, which
has historically depended upon past data as opposed to future expectations. Equity markets are more
focused on future activity, and this creates a very interesting opportunity for longer-term investors that
understand the economic power of lower tax certainty, deregulation, M&A, and lower short-term interest
rates. The old saying of “Don’t fight the Fed” is one we respect as investors.



We expect lower short-term interest rate policy from the Federal Reserve over the next 12 months, but
the timing of the next rate cut is questionable. There are trillions of dollars in money market accounts that
could be deployed into the equity markets as rate cuts become more certain. Large cap stocks continue to
lead the markets over small caps, but we believe that the market breath should improve as funds move
out of the money markets and into higher risk assets.

Key Considerations
As market dynamics shift, asset allocators may revisit their positioning between large and small-cap
equities. Are you prepared for potential changes in asset allocation when these conditions converge?
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Definitions and Disclosures
The information presented in this commentary is not intended as personalized investment advice and does not
constitute a recommendation to buy or sell a particular security or other investments. This message is not an offer
of the Needham Growth Fund, the Needham Aggressive Growth Fund, or the Needham Small Cap Growth Fund
(each a “Fund” and collectively, “the Funds”). Shares are sold only through the currently effective prospectus.
Please read the prospectus carefully and consider the investment objectives, risks, and charges and expenses of
the Fund carefully before you invest. The prospectus contains this and other information about the Fund. 

Current month-end performance and a copy of the prospectus are available at www.needhamfunds.com or by
contacting the Fund’s transfer agent, U.S. Bancorp Fund Services, LLC at 1-800-625-7071. Investment returns and
principal value will fluctuate, and when redeemed, shares may be worth more or less than their original cost. Past
performance does not guarantee future results and current performance may be higher or lower than these
results. 

Total return figures include reinvestment of all dividends and capital gains. Needham & Company, LLC, member
FINRA/SIPC, is the distributor of The Needham Funds, Inc.

All three of the Needham Funds have substantial exposure to small and micro capitalized companies. Funds
holding smaller capitalized companies are subject to greater price fluctuation than those of larger companies.
Also, all the of the Needham Funds are permitted to engage in short sales, options, futures, and leveraged trading
strategies. The Funds’ use of short sales, options, futures strategies, and leverage may result in significant capital
loss. 

The Russell 3000® Index measures the performance of the largest 3,000 US companies representing
approximately 96% of the investable US equity market, as of the most recent reconstitution. The Russell 3000
Index is constructed to provide a comprehensive, unbiased and stable barometer of the broad market and is
completely reconstituted annually to ensure new and growing equities are included. The Russell 2000 Growth
Index includes those Russell 2000 Index companies with higher price-to-value ratios and higher forecasted growth
values. An investor cannot invest directly in an index. Needham & Company, LLC is a wholly owned subsidiary of
The Needham Group, Inc. Needham & Company, LLC, member FINRA/SIPC, is the distributor of The Needham
Funds, Inc.

The source of the data for each of the Russell 2000 Growth Index and the Russell 3000 Index (together, the
“Indexes”) is the London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). ©
LSE Group 2025. All rights in the Indexes vest in the relevant LSE Group company which owns the Index. The
Indexes are calculated by or on behalf of FTSE International Limited or its affiliate, agent or partner. Neither the
LSE Group nor its licensors accept any liability for any errors or omissions in the Indexes; no party may rely on the
Index returns shown; and the LSE Group makes no claim, prediction, warranty or representation about the Fund or
the suitability of the Indexes with respect to the Fund. No further distribution of data from the LSE Group is
permitted without the relevant LSE Group company’s express written consent. The LSE Group is not connected to
the Fund and does not promote, sponsor or endorse the Fund or the content of this prospectus.
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