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Commentary '

The March quarter experienced high volatility, with the NextGen Resources Fund
(Fund) generating a return of -2.06% and the benchmark +1.45%. The two extremes
for the Fund were January (down 12.39%) and March (up 13.32%). As we noted in the
January monthly report, the sharp fall in early 2024 was driven by a combination of a
pullback in stocks associated with energy metals (especially lithium and rare earths)
and broad falls across the microcap resources sector. Although this volatile
performance was frustrating at the time, our decision to follow our established Acorn
Capital investment process was rewarded in March when much of the decline was
recovered.

The January monthly report also noted a dislocation that had developed in microcap
resources stocks where almost all companies, regardless of quality, were heavily sold
off. In February and March, there was a strong correction of this dislocation. For
example, stocks that fell sharply in January but recovered well in February/March
included Wildcat Resources (down 42.5% in January then up 52.3% for the quarter to
March), Patriot Battery Metals (down 28.9% in January to end at up 23.3% up for the
quarter) and Meteoric Resources (down 26.9% in January to end at up 37.1% for the
quarter). In contrast, there were many companies with lower quality assets that did
not recover. For instance, Core Lithium, Piedmont and Hastings experienced falls in
January of 22.0%, 44.2% and 19.7%, respectively, and in February/March all three
companies continued their declines, and falling another 20.5%, 16.7% and 25.2%. This
strong rebound by heavily sold stocks with quality assets was a major driver of the
positive March performance by the Fund (up 13.32%).

After the volatility of the March quarter, investors are wondering where the market is
likely to head from here. At Acorn Capital, we believe this heightened volatility was
part of a correction that has been occurring over the last 12-15 months. During the
hype of the ‘critical minerals’ boom, many microcap stocks flourished on high-quality
promotion rather than high-quality assets. In 2023, there was a slow but steady
shake-out of many poor-quality assets; and the March quarter 2024 was the final
rinse and spin. Furthermore, we think a large dislocation still remains between the
larger companies (largely comprising producers) and smaller stocks (largely
developers and explorers) regardless of commodity. Therefore, we believe strong
potential exists for an ongoing rebound in the microcap resources & energy stocks
with high-quality assets.

Performance
NextGen Resources Fund ? 10.68 7.83 0.87 0.97 -2.06 13.32
Benchmark 8.25 7.55 -2.75 7.31 1.45 8.48
Alpha +2.43 +0.29 +3.62 -6.34 8.1 +4.83
Quarterly Attribution

Contributors Detractors

Cooper Energy Energy 2.25 Winsome Resources EV Metals -0.96
Red 5 Gold & Siver 153 Bellevue Gold Cold& 4 o7
Silver
. Gold &
Boss Energy Uranium 0.92 Gold Road Resources Silver -1.52

1. Commentary for month of March 2024 2. Net performance is based on redemption price for the period, after all fees and costs.

Assumes all distributions are reinvested.
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Fund Commentary Paladin Energy (uranium developer; up 39.1%) also benefited
The Fund was down in the March quarter (-2.06%) versus the from rising uranium prices. The company appears to be
benchmark (up 1.45%). The best performers for the Fund slightly ahead of schedule to start production at its operation
included 2 producers and 2 developers, spread across in Namibia.
domestic gas, gold and uranium. Similarly, the spread of )
development stages for the top-performing companies (albeit Detractors in the March quarter were:
ngfipgfﬁgéorers) was another encouraging feature of Gold Road Resources (go_ld producer; down 19.6%) fell after
: announcing poor production data for the December quarter
The best performers in the March quarter were: and a downgrade for FY2024. This was disappointing after 2
positive quarters. We reduced our holding in the stock over
Cooper Energy (gas producer; up 69.2%) reported positive management concerns but expect operational improvements
production data from its Orbost Gas Plant in eastern Victoria from the June quarter as new site personnel take control.
after several years of poor performance. There is more work to i
be done, but the plant should now be generating solid cash Bellevue Gold (gold developer; down 45.2%) fell in early
flow. Also, good progress was reported on the abandonment January on market concerns about the commissioning of its
work for several disused wells in Bass Strait. We remain new operation. Unfortunately, after we exited the stock, the
cautiously positive on Cooper, due to moderately high debt company announced some positive production data and the
levels and a capital-intensive 18 months ahead. share price rebounded. Commissioning is a risky part of the
development/production cycle, so we continue to watch the
Red 5 (gold producer; up 22.6%) rose on a combination of a company closely.
strengthening gold price, good production data and a merger ) o ]
with Silver Lake Resources. The newly merged company is Winsome Resources (lithium explorer; down 38.5%) fell during
likely to move into the ASX200 and there is a possibility that the heavy sell-off of lithium explorers in January. Although we
the 11.9% of RED that Silver Lake currently owns will be consider Winsome to be one of the quality lithium stocks on
cancelled, thus providing an uplift in share price. We think the the ASX, we switched most of the position to Patriot Battery
merger is positive for Red 5 and remain positive on the stock. Metals, which has one of the best undeveloped lithium projects
in the world and >$120m of cash.
Boss Energy (uranium developer; up 18.4%) rose on a .
combination of strengthening uranium spot price and Term Lunnon Metals (nickel developer; down 62.5%) fell sharply on a
Price (used in long-term contracts by power utilities). Boss is in negative outlook for nickel in the short- to medium-term. We
the final stages of construction and commissioning of its were also concerned that BHP would close its nickel .
Honeymoon Well project in South Australia. The company also concentrator in Kambalda (which it did) and leave Lunnon with
owns 30% of a uranium project in Texas that is coming into a stranded asset. Low liquidity in Lunnon make the exit slow,
production in the coming months. thus the large fall before finally exiting.
1. Stage of development as defined by Acorn Capital. 2. Rounding may result in weight not totalling 100% 3. Number of holdings as at month end date

This report is published by Acorn Capital Limited (“Acorn”) ABN: 51 082 694 531, AFSL: 227605 and is general information only and is not intended as an offer or solicitation with respect to the purchase or sale
of any securities by Acorn or the responsible entity and Issuer. Evolution Trustees Limited (“Evolution”) ABN: 29 611 839 519 AFSL: 486217 is the responsible entity and Issuer of the Acorn Capital NextGen
Resources Fund (the Fund) ARSN: 673 344 691. Acorn is the investment or fund manager of the Fund. This report does not take into account the investment objectives, financial situation or needs of any
particular person. Investors should obtain personal financial advice based on their own particular needs and circumstances before making any investment decision. Any person considering investing, holding
or disposing of units in the Fund should review the Product Disclosure Statement for the Fund dated 15 December 2023, Reference Guide, Target Market Determination and any other material published by
Acorn. This information is available at www.acorncapital.com.au. Evolution and Acorn do not guarantee repayment of capital or any particular rate of return from the Fund. Past performance is no guarantee
of future performance. Investment returns have been calculated in accordance with normal industry practice utilising movements in unit price and assuming reinvestment of all distributions of income and
realised profits. The information is current at the date of publication, and whilst all care has been taken in its preparation, neither Acorn nor Evolution gives any representation or warranty as to the reliability,
completeness or accuracy of the information contained in this report. Statements in this report have been obtained from and are based upon sources that Acorn believes to be reliable, however Acorn does not
guarantee their accuracy, and any such information may be incomplete or condensed. All opinions and estimates included in this report are subject to change without notice. Not to be reproduced without
permission.

*The rating issued 12/2023 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only, and have been prepared without taking account of your
objectives, financial situation or needs. Consider your personal circumstances, read the product disclosure statement and seek independent financial advice before investing. The rating is not a recommendation
to purchase, sell or hold any product. Past performance information is not indicative of future performance. Ratings are subject to change without notice and Lonsec assumes no obligation to update. Lonsec
uses objective criteria and receives a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to access the full report. © 2023 Lonsec. All rights reserved
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