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Observations of An Industrial Revolution

CapEx to Revenue

Significant interest appears to be accumulating around capacity expansion in the market. The primary mechanism
driving this activity may be a structural capital expenditure cycle (CapEx). One where a prevailing market dynamic
could transform one company’s CapEx directly into another company’s revenue. NVIDIA Corp.’s (NVDA) latest chip
architecture launch, for example, may have triggered a compounding wave of infrastructure commitments. We
suspect total data center hyperscale spending commitments to approach approximately $700 billion, broadening
the addressable market well beyond traditional tech hubs. This capital-intensive cycle could be generating
immense demand for specialized infrastructure and advanced communications networks, presenting what may be
significant opportunities for industrial providers positioned to build out this physical footprint.

Demand for Industrial Labor

The labor landscape appears to be undergoing a parallel transformation that challenges popular narratives
surrounding artificial intelligence. While headlines frequently highlight corporate layoffs attributed to Al
disruption, evidence suggests these claims could largely represent a corporate convenience. Many companies
appear to be using Al to justify routine, structural headcount reductions. The physical manufacturing sectors
enabling this industrial revolution seem to face labor tightness. Advanced factories indicate signs of actively
adding shifts to meet production backlogs, seemingly leveraging the rapid rise of 3D printing technologies to
accelerate design cycles and optimize factory floor throughput.

Trends point toward a migration of elite technical talent into the industrial supply chain. Highly specialized alumni
from SpaceX (SPCX) seem to be increasingly dispersing into broader industrial sectors, embedding advanced
engineering expertise across the manufacturing economy. This influx of high-level talent may be visible at the
factory level. In visits to advanced manufacturing facilities, highly educated specialists and PhDs appear to be
actively filling manufacturing roles. This concentration of human capital is particularly pronounced in domestic
drone manufacturing, where tens of thousands of units could be entering production, fueling robust, high-skilled
employment growth.

Demand for Power

The scale of the data center buildout is forcing a confrontation with infrastructure limitations, most notably the
availability of electrical power. The massive computational requirements of next-generation Al clusters appear to
have triggered an insatiable demand for baseline power across the country. This grid dependency could transform
data center deployment into a highly regionalized issue. Because power availability and regulatory environments
vary significantly by geography, market participants appear to be closely monitoring localized sentiment ahead of
upcoming mid-term elections.

This infrastructure expansion appears to be creating sharp political and cultural divisions across different states.
While certain regions may be aggressively competing for and welcoming data center wins to secure tax revenue
and digital infrastructure, other states could experience localized revolts due to concerns over strain on the
electrical grid and water resources. Navigating this fragmented regulatory landscape may determine the pace of
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capacity deployment, as developers could be forced to concentrate infrastructure in regions possessing both the
political support and the utility capacity required to handle significant power requirements.

Military Modernization

In step with commercial industrialization, national defense and military modernization have accelerated to a
significant level. The changing nature of global conflict has made the rapid deployment of autonomous systems a
core strategic priority. This shift could be driving immense domestic industrial activity.

Significant capital is flowing toward initiatives like the Golden Dome program, suggesting that domestic
manufacturing may be positioned to rapidly produce the advanced electronic components, hardened infrastructure,
and automated systems required for modern sovereign defense. This intersection of military necessity and
industrial capacity could reinforce the broader secular trend toward domestic reindustrialization.

Geopolitical Supply Shocks

Simultaneously, the global scramble to balance constrained energy markets has triggered a resurgence in
traditional fossil fuel exploration. Even historically cautious producers like Norway appear to have reversed course,
actively ramping up North Sea and Barents Sea drilling infrastructure. A massive wave of competitive, non-OPEC
conventional crude also appears to be flooding the market from South America. Structural supply expansion across
the Atlantic Basin and the Vaca Muerta shale is positioning Brazil, Argentina, and Venezuela as critical focal points
for global oil output. This broad expansion across global defense, utility, and extraction sectors may present
opportunities for specialized industrial equipment suppliers and physical asset providers feeding these global
supply chains.

Outlook

While volatility may remain elevated, the ultimate macroeconomic tipping point could rest on a critical geopolitical
trigger. If there’s a formal diplomatic resolution in Iran, it can act as a massive relief valve for the global economy. A
resolution could immediately de-escalate premium energy risks and defuse inflationary pressures. The combination
of cheaper energy costs and a loosening monetary policy may remove the final constraints on sidelined capital,
potentially resulting in the upward trajectory of the broader equity and small-cap markets.
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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.

Needham Small Cap Growth Fund’'s ownership as a percentage of net assets in the stated securities as of March
31,2026: NVDA: 0.00% and SPCX: 0.00%.

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 2026. 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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