
Market Overview
In our “Outlook” last quarter, we made the case for a rebound in growth (as a style) in part based on the increasing scarcity 
of real revenue and earnings growth. And while one quarter may not be enough to confirm this logic, growth strategies did 
indeed outperform in the second quarter. Of the various Russell indices, the growth version of each bested its value 
counterpart.
That being said, all flavors of the domestic equity markets were in positive territory. The S&P 500 posted a return of 6.28%, 
while the Russell 2000® Growth was up 6.69%. Similarly, all sectors generally posted gains, with Energy, Industrials, and 
Materials leading the pack.
The concerns over higher interest rates, continued fallout from the subprime lending crisis, and a further slowdown in 
housing have created an economic “tug of war” with data that supports the case for stronger growth, such as: virtually zero 
unemployment and moderate inflation. Consumer spending has slowed, but other segments of the economy continue to be 
robust. The real question here might be: will global economic strength combined with a weaker dollar boost the U.S. 
economy, or will the slowdown in the U.S. slow these developing economies? Rising energy prices only complicate the 
equation.
Aside from economics, liquidity has been driving equity markets higher. Companies awash in cash have been repurchasing 
their own shares, reducing the base of shares and thereby increasing earnings per share. Additionally, this corporate 
liquidity and the exceptional levels of private equity capital are being used to fund record merger and acquisition activity. 

SECOND QUARTER 2007

Stephens Small Cap Growth Fund

QUARTERLY
COMMENTARY
QUARTERLY
COMMENTARY

Discovering the Next Generation of Emerging Growth Companies

WWW.STEPHENSFUNDS.COM
1.866.735.7464

The Investment Advisor has contractually agreed to reduce its fees of the Fund to ensure the total amount of Fund normal operating 
expenses does not exceed 1.50% of the Fund’s average daily net assets indefinitely. Investment performance reflects fee waivers, in 
the absence of such waivers, total return would be reduced.

®®

The Stephens Small Cap Growth Fund posted a gain of 6.75% (without sales charge), narrowly edging out its 
benchmark. The Fund was a direct beneficiary of the aforementioned merger and acquisition activity as three of our 
holdings were targeted during the quarter, two of which were the Fund’s biggest contributors for the period, aQuantive 

Inc. and Ventana Medical Systems Inc.
Although not a typical consumer stock, aQuantive Inc. was classified as 
such and helped boost returns for the Consumer sector. And despite 
weaker consumer spending, our goal of finding niche players that can 
grow well even in slower environments proved effective as our holdings 
in companies like GameStop Corp., Guess? Inc., and Amerigon Inc. 
continued to perform.
Ventana Medical Systems Inc., another acquisition target, contributed 
to the Fund’s performance in Healthcare. Our other holdings in 
diagnostic-based companies benefited from the news. 
The Technology sector benefited from acquisitions as well, although in 
the case of Authorize.net Holdings Inc., the Fund also held the acquiring 
company, Cybersource Corp. Our positions in companies that provide 
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software-as-a-service continued to perform well, as did investments in technology companies that supply the alternative 
energy market.
Energy was the Fund’s top performing sector, with our position in Core Laboratories N.V. as the biggest contributor and 
second largest holding. The Fund remains overweight in Energy. 
Within Industrials, the Fund had successes with issues like CoStar Group Inc., but also had a disappointment with Corporate 
Executive Board Co. – as they lowered growth expectations a second time, the Fund liquidated its position. Our underweight 
position in Industrials, particularly in the cyclical industries such as machinery, hurt the Fund’s performance.

Portfolio Characteristics
During the second quarter of 2007, there were some minor shifts within the portfolio. We reduced our exposure to Consumer 
Discretionary by about 1.5%, and added to Healthcare by a similar amount. The Fund also saw slight increases to 
Technology and Basic Materials. For several quarters now, we had seen a shift into more earnings catalyst investments, but 
in this period we shifted some assets back into more core growth holdings, which now account for roughly 36% of the Fund.
The slowdown in earnings growth that we referred to last quarter has rebounded some. The Fund’s median holding is 
expected to grow earnings at 25.2% over the next twelve months, while the Russell 2000® Growth’s statistic is 20.9%. On 
an actual reported basis, our median company grew 25% last quarter, compared to 16% for the benchmark. Valuation 
multiples did move up slightly, but P/E-to-Growth ratios are still below one – typically a favorable indicator.

Outlook
It is still unclear what the next move in the economy is. We have modified the portfolio in part because of changes in 
economic trends, but we remain bottom-up investors. As such, we are finding no shortage of high quality, compelling growth 
investments. 
For seven years, value managers have had their “day” in the sun. 
Measuring the performance discrepancy between growth and value can 
provide insight on the magnitude of potential reversal of fortunes, but it 
does not help predict the timing. And while only one or two quarters may not 
confirm a change in this trend, the first half of 2007 has favored growth 
stocks. From a short term perspective, it may be unrealistic to expect a 
continuance of this performance trajectory – the Fund is up over 11% year 
to date (without sales charge). But should this be an inflection point, we 
believe small and mid cap growth stocks could be set for a multi-year run.
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The Fund's investment objectives, risks, charges and expenses must be 
considered carefully before investing. The prospectus contains this and 
other important information about the investment company, and it may be 
obtained by calling (866)735-7464, or visiting www.stephensfunds.com. 
Read it carefully before investing.

The Fund invests in smaller companies, which involve additional 
risks such as limited liquidity and greater volatility than larger 
companies. Growth stocks typically are more volatile than value 
stocks; however, value stocks have a lower expected growth rate 
in earnings and sales.

Top Ten Holdings 

Trimble Navigation Ltd.
Core Labotatories N.V.
Euronet Worldwide, Inc.
Authorize Net Holdings, Inc.
Gen-Probe, Inc.
Tetra Technologies, Inc.
Nuvasive, Inc.
Vocus, Inc.
Hologic, Inc.
Universal Compression Holdings

1.60%
1.54%
1.52%
1.46%
1.35%
1.34%
1.32%
1.30%
1.22%
1.17%

TOTAL TOP TEN HOLDINGS* 13.82%

Fund holdings and asset allocations are subject to change 
and are not recommendations to buy or sell any security.

* Excludes Money Market Fund holdings.

Quasar Distributors, LLC, distributor  

The Russell 2000® Growth Index measures the performance of those Russell 2000 
companies with higher price-to-book ratios and higher forecasted growth values. The S&P 
500 Index is a broad based unmanaged index of 500 stocks, which is widely recognized as 
representative of the equity market in general. The Dow Jones Industrial Average (DJIA) is 
an unmanaged index of common stocks comprised of major industrial companies and 
assumes reinvestment of dividends. You cannot invest directly in an index.

The Price to Earnings (P/E) Ratio reflects the multiple of earnings at which a stock sells 
and is calculated by dividing the current market price of a stock by the earnings per share.
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