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In this document: (i) unless the content otherwisguires, references to “me”, “our”, “us”, “the Cpamy” or
“Exeter” mean Exeter Resource Corporation andutssigliaries; (ii) information is provided as of $smber 30,
2008, unless otherwise stated; (iii) all referentesnonetary amounts are to Canadian dollars, sirdéserwise
stated; and (iv) “$” refers to Canadian Dollars ad&$” refers to US dollars.

Forward Looking Statements

This management discussion and analysis contaimswafd-looking information” and “forward-looking
statements” (together, the “forward-looking statats® within the meaning of applicable securitiasvé and the
United States Private Securities Litigation Refokot of 1995, as amended, including the Companylgebas to
the timing of its drilling and exploration prograrasd exploration results. These forward-lookingestents appear
in a number of different places in this report @ad be identified by words and phrases such asdiuimited to
“estimate”, “plans”, “is expected”, or variation$ guch words or phrases or statements that ceatdivities, events
or results “may”, “would” or “could” occur. Forwasddoking statements involve known and unknown risks
uncertainties and other factors which may causetheal results, performance or achievements oCthmpany to
vary from any future results, performance or aokieents expressed or implied by the forward-looldtegements.
Although the Company has attempted to identify ingt factors that could cause actual actions, tsvenresults
to differ materially from those described in forddooking statements, there may be other factoas tause
actions, events or results not to be as anticipastimated or intended. There can be no assuthatdorward-
looking statements will prove to be accurate, dsadaesults and future events could differ matirittom those
anticipated in such statements. Accordingly, resdeould not place undue reliance on forward-logldtatements.
All statements are made as of the date of this iament Discussion and Analysis and the Companydgmuno
obligation to update or alter any forward-lookirigtements except as required under applicable ifesuaws. See
Risk Factors, below.

Risks

The Company relies on equity financings to fundaitsivities. While it has been successful in thetpthe global
credit crisis has resulted in a shortage of righite&in recent months and there is no guarantetttite Company
will be successful in raising funds through thessans in the future.

The Company is subject to substantial environmast@lirements which could cause a restriction spsuosion of
certain operations. The current and anticipatedréubperations of the Company require permits frarious

governmental authorities and such operations agevalh be governed by laws and regulations govegnimarious

elements of the mining industry. The Company’slesgiion activities in Argentina and Chile are dijto various
Federal, Provincial and local laws governing lasd,uhe protection of the environment, prospectigyelopment,
production, exports, taxes, labour standards, atoumal health, waste disposal, toxic substanaes pgher matters.
Such operations and exploration activities are adsiject to substantial regulation under these ldys
governmental agencies and may require that the @oynf obtain permits from various governmentahaggs.

During the second quarter 2007, Exeter ceasedplbeation activities at the Don Sixto Project @lling the anti-
mining legislation which was passed by the MendBeavincial Government. The legislation, introdudéedlune
2007, effectively precludes the development of sonieing projects in Mendoza Province, as certaiansicals
traditionally used in the mining process were banriéhe Company has filed an action in the Mendozar&ne
Court to have this anti-mining legislation declangttonstitutional. Should the Company not be swgfakd its
constitutional challenge or the anti-mining ledisla not be amended, the carrying value of the Boxto project
may not be recoverable requiring the Company ttevoftf its entire investment of $3.2 million.

The exploration and development of mineral depasitelve significant risks which careful evaluatiexperience
and knowledge may not, in some cases, fully migigahe commercial viability of any mineral depaigpends on
many factors, not all of which are within the cahtof management. Some of the factors that affeetfinancial
viability of a given mineral deposit include itzsj grade and proximity to infrastructure. Governtregulation,
taxes, royalties, land tenure, land use, envirotaigmotection and reclamation and closure oblayetiall have an
impact on the economic viability of a mineral depos



The marketability of minerals is affected by numerdactors beyond the control of the Company. THastors
include, but are not limited to, market fluctuaspmovernment regulations relating to prices, teas royalties,
allowable production, import, exports and supplg a@emand. One or more of these risk elements doaNg an
impact on costs of an operation and if significanbugh, reduce the profitability of all future pumtion and
threaten the continuation of a particular projecdperations altogether.

The Company has no production of minerals andritpgrties are all currently at the exploration stabhere is no
assurance that a commercially viable mineral dépogsts on any of the Company’s properties, arusisuntial
additional work will be required in order to deténethe presence of any such deposit.

Although the Company can conduct exploration ontnodsts properties year-round, exploration on soohéts
Patagonia properties and properties at higheudéiin Chile and Argentina is difficult during thenter months of
May to October.

Risk factors are more fully described in the Conymmnnual Information Form attached as an exhibitthe
Annual Report on Form 40-F for the year ended Déxerr31, 2007, and subsequent filings with the SHglU can
review and obtain copies of our filings from theCS&website at http://www.sec.gov/edgar.shtml

Cautionary Note to U.S. Investors

The United States Securities and Exchange Commig$8EC”) permits mining companies in their filingsth the
SEC to disclose only those mineral deposits thedrapany can economically and legally extract odpoe. We
use certain terms, such as “inferred resourcet, e SEC guidelines strictly prohibit us from inding in our
filing with the SEC. U.S. investors are urged tosider closely the disclosure contained in our F4@3F, File No.
001-33136 You can review and obtain copies of our filinggoni the SEC's website at
http://www.sec.gov/edgar.shtml

Report on Operations

The Company continued its exploration activitie€Catro Moro throughout the quarter while activitetsCaspiche
were terminated in the second quarter due to thleetoof South American winter conditions. Detailsdoilling
results from the Cerro Moro and Caspiche projeatetbeen released as assay results were revieweabaated.

Throughout the third quarter 2008, the Companyinoet to utilize three drill rigs at Cerro Moro aprepared for
the upcoming summer drill season at Caspiche. Tdrapgany recommenced drilling at Caspiche in earlyoBer
2008 and is expecting to complete a minimum of @ 8@ters of drilling during the summer field season

The recent global crisis has resulted in a seveoetage of risk capital and consequently managetnastreduced
exploration budgets and expenditures to ensurethika€ompany maintains adequate cash balancesdoofigoing
operations. This action is designed to conservh batances while still adding significant valuetihe Company’s
projects.



Map of Southern South America focusing on Exeter'grojects in both Argentina and Chile:



Summary of Projects

. Land
Rights Area Future
Acquired Properties (sq. km) Paid to September 30, 2008 Commitments
100% Cerro Moro ** %
Owned -15 tenements 170 - 2% NSRto CVSA
100% Santa Cruz Regional . .
Owned -15 tenements 1,450 Nil Nil
. US$100,000
Obtion CVSA Properties $
for?LOOfV Santa Cruz, Chubut, Rio Negro 722 * includ — £l 2% NSR
0 - 23 tenements includes acquisition o
Cerro Moro
- expenditure totaling
Obtion US$2.5 million to January 31, 2011
P Northern Chile . (incurred) including 15,500 metres pf
for Maricunga Property (Caspiche) 30 Nil drilling
100%
-3.0% NSR
Southern Chile . .
Data - 48 Targets N/A Nil Nil
- cash payments totaling
Option Don Sixto (La Cabeza) 82 4,100,000 shares US$400,000 to Dec. 15, 2014 ***
for 100% - 7 tenements plus US$175,000
-3.5% NSR
) - annual payments of US$25,000
Option for six years ***
for Don Sixto Regional 81 US$25,000
100% - 7 tenements - 3 annual payments of
US$200,000 for 100%
100% Don Sixto Regional . .
Owned - 4 tenements 235 Nil il
MRP Properties - cash payments totaling
Option Agua Nueva (Don Sixto), Rosarita 300 $70.050 $370,000 to October 1, 2015
for 100% South, La Ramada '
- 13 tenements - 2% NSR
Option .
for Estelar Properties 68 1,000,000 shares - 2% NSR
100% Rosarita, Quispe and El Salado
- 6 tenements

** On March 5, 2008, the Company announced thatdtdmered into a letter of intent (“LOI") with Fom® Minera de Santa Cruz Sociedad
del Estado (“Fomicruz”). The LOI sets out the kesnis of a strategic agreement between the CompahfF@micruz for the future development
of Cerro Moro and is more fully described in thetg®s on Cerro Moro under acquisition terms.

*** Exploration activities have been suspended tlu¢he anti-mining legislation and annual payméraée been deferred until such time as the
legislation is amended.



CHILE
Northern Chile - Maricunga
Caspiche Project

In 2005, the Company entered into an agreementMiitiera Anglo American Chile Limitada and Empresméta
Mantos Blancos S.A. (“Anglo American”) over sevaojerties in the Maricunga region of Chile. Therte of the
agreement provide for increasing annual drillingl axploration commitments over five years, and phased
reversion of five properties to Anglo American whibas occurred. Exeter has satisfied its obligationder the
agreement to September 30, 2008. Once Exeter leas apotal of US$2.55 million, including compleagin5,500
metres of drilling, it will have earned a 100% imtst in the remaining properties. Anglo Americatl & entitled
to a 3% net smelter return from production from pheperty. In addition the Company will be requirtedpay a
further 0.08% NSR from production pursuant to areagent with a Chilean Company.

All hard copy data received from Anglo American wdigitized, and the satellite (Aster) imagery fbe tarea
secured, prior to the commencement of field worklavember 2005. Magnetic data acquired for Caspiasebeen
reprocessed to delineate targets for epithermal guheralization. Exploration, including geochenhisampling
and prospecting was conducted through the fieldosein early 2006. This work resulted in early msien of five
of the seven properties to Anglo American and adldvExeter to focus on the two most favourable ptogse
jointly referred to as the Caspiche project. Presip, exploration by Newcrest Mining led to the adisery and
subsequent drilling of the upper levels of a copgad porphyry system at Caspiche.

The Caspiche project is located in a prolific regad gold porphyry deposits, 15 km (10 miles) seat$t of Kinross
Gold’s Refugio Mine and 11 km (7 miles) north ofrBek Gold — Kinross Gold’s Cerro Casale project.

On May 6, 2008, the Company filed a technical repompliant with National Instrument 43-10%tandards of
Disclosure for Mineral Project$‘Nl 43-101") for the Caspiche Project prepared®ign van Kerkvoort, Exeter’s
Chief Geologist, Gustavo L.A. Delendatti, ExetdPoject Geologist and Jerry Perkins, Exeter's VRdl@pment
and Operations; all Qualified Persons under NI @3-X"QP”). The report can be viewed on SEDAR at
www.sedar.com.

ARGENTINA
Cerro Moro and CVSA Properties — Patagonia

Acquisition terms

In January 2004, the Company announced that itdemdired an option from CVSA to acquire all of CVSA’
exploration projects (the “CVSA Properties”), excdhose surrounding the Cerro Vanguardia gold mine,

Patagonia, Argentina. CVSA is owned 92.5% by Aggitd Ashanti Ltd. and 7.5% by Fomento Minera det&an
Cruz Sociedad del Estado (“Fomicruz”).

Under the option agreement, Exeter paid CVSA USEIWD for the right to earn a 100% interest in théS@
Properties by spending US$3.0 million within fiveays, including completing 8,000 metres of drillorgany of the
four major projects which comprise the CVSA ProesitCVSA also has the right to back into a 60%rist in a
project following the completion of 10,000 metres diilling on that project, by paying Exeter 2.5n8s its
expenditures on that project and by paying fottadl project costs to the completion of a bankabésibility study.
CVSA can increase its interest in a project to 7@8.financing Exeter's share of mine developmergtgoat
industry standard terms. Should CVSA elect notdokbinto a project, its interest will revert to & Zet smelter
royalty (“NSR”) in that project.

At the end of 2006, Exeter had met the obligatmmtur total aggregate expenditures of US$3.0ianijland had
completed 12,000 metres of drilling, and in ea®?2 notified CVSA that it was exercising the opttoracquire the
CVSA Properties subject to their back in right. Bagust 2, 2007, Exeter notified CVSA that it hadnadeted
10,000 metres of drilling at Cerro Moro and proddiem with a report containing exploration resuttearly
September. In October 2007, CVSA advised the Compaat it had elected not to exercise the backghtrand its
interest reverted to a 2% NSR on the Cerro Morgegto



On March 5, 2008, the Company announced that itdrddred into a letter of intent with Fomicruz, @anpany
owned by the government of Santa Cruz Provinceedtiga. Key terms of a strategic agreement betvihen
Company and Fomicruz for the future developmenExdter's 100 percent owned Cerro Moro project imt&a
Cruz, and provides access to Fomicruz’s signifidéantiholding around Cerro Moro. The Company and iEam
will, subject to approval by the parties, entepiat detailed agreement which is expected to incthdefollowing
terms:

0] Fomicruz will acquire a 5 percent interest in trenany’s 160 square kilometre Cerro Moro project;

(i) The Company will have the right to earn up to anp&dcent interest in 763 square kilometres of
Fomicruz’s exploration properties adjoining the i©eMoro project by incurring US$10 million in
exploration expenditures over a number of yealsetdetermined later;

(iii) The Company will finance all exploration and deyetent costs of the Cerro Moro project and
Fomicruz will repay an agreed amount of those ciets 50 percent of its share of net revenue from
future operations; and

(iv) The Company will manage the exploration and poafitiure development on the properties.

Property Description

The CVSA properties are grouped into the four npawject areas listed below, of which Cerro Moro whees most
advanced at the time of acquisition:

Cerro Moro* 15 tenements 170 sq km
Other Santa Cruz properties 8 tenements 341 s¢ km
Chubut properties 11 tenements 241 sqlkm
Rio Negro properties 4 tenements 140 sq|km

* Now 100% owned by the Company subject to a 2% NSR.

A number of the properties considered to be loversi targets were returned to CVSA in 2005 and2006.
Additional properties have been acquired aroundepts considered to have good potential for disdese
Following the acquisition of Cerro Moro by the Caany in October 2007, a total of 23 tenements cageri22
square kilometres in three provinces remain sulife¢he agreement. Prospecting and geochemicaégsifrave
been conducted on many of the Santa Cruz, ChultlRé&mNegro properties. Given the favourable miniegime
in Santa Cruz, the Company intends to focus imnétin on Cerro Moro and when market conditionsrowp,
conduct further work on the Cerro Puntudo and Vemagects, all situated in Santa Cruz Province.eDfiroperties
in Santa Cruz Province covered by the agreemehtdadhe Calandria and Azul properties.

On May 6, 2008, the Company filed a technical rempmmpliant with NI 43-101 for the Cerro Moro proje
prepared by Jerry Perkins, Exeter's VP Developragt Operations, and Matthew Williams, Exeter’'s Bxation
Manager, both QP’s under NI 43-101. The reportlrmrmiewed on SEDAR at www.sedar.com.

Cerro Puntudo Project — Santa Cruz Province

The 200 square kilometre Cerro Puntudo projectppraximately 100 kilometres west of the Cerro Veargiia
mine in Santa Cruz Province. The known mineralkiwais considered to be epithermal in charactertedoithin
Jurassic age, felsic volcanic rocks.

Verde Silver Project — Santa Cruz Province

Silver mineralization on the Verde property, in tees Santa Cruz Province, relates to at least ogeal
structures.

Calandria Project - Santa Cruz Province

The Calandria Project is thought to have poteritialhigh-level low sulphidation style epithermalldaleposits.
Geologic mapping and a ground magnetic survey baea conducted with some 600 line kilometres cotegdle



Don Sixto (La Cabeza) — Mendoza

Exeter ceased exploration at Don Sixto following Mendoza Provincial Government’s anti-mining l&gisn
enacted in June 2007. The new legislation banrieguse of certain chemicals traditionally usedh@ mining
process effectively precludes the development aiimgi projects in Mendoza Province. The Company rdedeall
exploration and independent engineering studiddéndoza and filed an action in the Mendoza Supr€mart to
have this anti-mining legislation declared uncdostinal. Should the Company not be successful t& i
constitutional challenge or the anti-mining ledisla not be amended, the carrying value of the Botto project
may not be recoverable requiring the Company tdevoff its entire investment of $3.2 million. Theo@pany
continues to work with all levels of governmentjustry and unions to demonstrate that the Don Sirtgect, if
viable, could be developed responsibly and thatatld provide important economic and social besetfit the
community and to the Province. In the interim them@any has continued to update certain engineeirdy
environmental studies at Don Sixto.

Acquisition terms

In 2005, the Company completed the acquisition @driito Limited (“Cognito”), a company that has thgtion to

acquire a 100% interest in the Don Sixto gold mrbj€éhe Company issued a total of 4,100,000 comstames and
paid $25,000 to Rowen Company Limited (“Rowen”) atgdprincipals as consideration for the optioratmuire

Cognito and in settlement of the purchase condiidera Bryce Roxburgh, the President and CEO adaextor of

the Company, is a principal of Rowen.

To earn its interest in the Don Sixto property {sabto a 3.5% NSR in favour of the owners of tmeperty),
Cognito must pay to the owners of the propertytal tof US$525,000, in staged payments, by Decerabg#4. On
behalf of Cognito, the Company has made all redupayments totaling US$175,000 to date. Cognito may
terminate the staged payments upon making a deweop decision in respect of the project; providedt t
production commences within two years of a develepindecision. Cognito has the option to purchaseNBR
outright for US$1,000,000.

Early in 2007, the Company expanded its holdinguadoDon Sixto by signing an option agreement over a
additional 81 square kilometres (20,160 acres)xpfagation rights, situated to the immediate nafiDon Sixto.
The option was acquired to secure areas considavedrable for the discovery of epithermal goldssil systems.
The terms for the option provide for annual payreesft US$25,000 over six years followed by a purehasce
comprising three annual payments of US$200,000teTae no expenditure requirements.

Early in 2008, the Company entered an agreement tivié property owners deferring the annual paymants
such time as the anti-mining legislation is amenrsigch that mining can be conducted in Mendoza Reevi

Property Description

Don Sixto is located 370 km south of the city of ideza, in Mendoza Province, and consists of sewdt g
concessions, covering approximately 82 square litoas. Approximately 615 square kilometres of addiél
concessions, comprising the Agua Nueva propertycdiner properties in the area, are held under ngtiosuant to
agreements with Minera Rio de la Plata, describeldvia the option entered into in early 2007, and #neas
acquired by the Company. Geologically, it is readitcessed by gravel roads and lies at an elevafidn100
metres above sea level. The area has no gridielgcor water pipeline.

On February 20, 2008, the Company re-filed a NI183-compliant technical report for the Don SixtmjEct
prepared by Arnold van der Heyden, B.Sc. Geo. andNlliam Yeo, PhD, B.Sc. Geo., both independaerd P’s
under NI 43-101. The report can be viewed on SERARww.sedar.com.

Purchase of Surface Rights

The Company purchased the 8,000 hectare propegtyying the proposed Don Sixto development sitiaia 2005
for US$78,000. The purchase agreement requireshibaCompany build two new houses for the priodtamners
and grants them the right to reacquire the propgsgn completion of mining activities.

Estelar Properties

Acquisition terms

In July 2003, the Company completed the acquisitibricstelar Resources Limited (“Estelar”), a compahat
owns the rights to four mineral projects in Argeati The consideration paid for the acquisition sfelar was the
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issuance of 1,000,000 common shares of the ComjmaBgtelar's shareholders. The Estelar propertes/@a 2%
NSR, payable to the previous owner.

Property Description

The Estelar projects currently cover approxima@8ysquare kilometres of exploration rights in celhénd western
Argentina. Individually, the properties are refert® as the Quispe, Rosarita and El Salado golpego- all of
which have the potential for the discovery of epithal gold deposits and/or porphyry gold-coppetesys. There
are no exploration commitments on the projects.

Quispe Project — Catamarca Province

The Quispe Project is located in southwestern Cateanprovince in northwest Argentina and coverssGOare
kilometres of exploration rights. The project wakritified through ground follow-up of satellite-igexy color
anomalies. The target is a porphyry copper-golddig@nd/or high-sulphidation epithermal gold syste

Rosarita Project — San Juan Province

The Rosarita Project, located in San Juan Proviooeers 30 square kilometres of exploration righusl has
potential for a low-sulphidation epithermal goldsm. The project lies immediately south of IntdepiCasposo
gold-silver development stage deposit, which isshigject of a pre-feasibility study for the devetemnt of an open
pit / underground gold mine.

El Salado Project — San Juan Province

The El Salado property covers an area of 8 squbmmétres over a large, low grade, copper-gold pgnp system.
The property is located 200 kilometres north of 3aan City, the capital of San Juan Province.

MRP Properties

Acquisition terms

In November 2003, the Company entered into an opéigreement to acquire a 100% interest in threed gol
properties, Agua Nueva, La Ramada and RosaritahSdnaim Minera Rio de la Plata (‘“MRP”), a privagrm’s
length Argentine company. Tenements peripherai@oton Sixto and Rosarita projects were relinquisdhem the
agreement during 2006 resulting in the retentioh3®fenements covering 300 square kilometres.

The option agreement requires payments totalindd ®80 by October 2015 of which $70,050 has beed fmai
September 30, 2008 and provides for a 2% NSR, whigter can purchase outright for $750,000 payabMRP
from future production. There are no minimum anrexgdloration expenditure commitments on these piase

Agua Nueva (Don Sixto North) — Mendoza Province

The Agua Nueva property covers an area of apprdri;n299 square kilometres that adjoins the Comjzabpn
Sixto property to the east, west and north.

La Ramada — La Rioja Province

The property comprises exploration titles oversyare kilometre area. The Company plans to urdertepping
and geochemical sampling to define targets folinigiland will likely acquire additional lands inglarea.

CHILE

OTHER PROJECTS

Magallanes

In 2006, Exeter entered into an agreement withTRio Mining & Exploration Limited (“Rio Tinto”) ceering 48

exploration targets in Magallanes, Chile. Rio Tihtms the right to acquire a 60% interest in anyheke targets
once Exeter has drilled 5,000 metres on any tdrgetotifying the Company of its intention to acguan interest.
Should Rio Tinto not exercise its option, it wit lentitled to a 1% royalty from production on thetperty.



Following a detailed review of the Rio Tinto dathe Company applied for concessions over someeotatgets
including Punta Southerland, Pico Batchelor and tdatel Sol covering a total area of 5,400 hectares.

Results from Operations

The Company began the nine month period with 4148% shares outstanding and ended the period with
50,132,091 shares outstanding. During the nine mpetiod, the Company received proceeds of $36lliomand
issued 8,905,604 shares upon the exercise of @ptwarrants, and pursuant to the financing comglateMarch
2008. The Company also issued 108,329 shares t©hied Operating Officer as part of his remunenafiackage.
Shares issued and proceeds received during themanths ending September 30, 2008 are:

Options Warrants Bonus Conversion of
Exercised Exercised Shares Special Warrants Total
Shares issued 767,275 250,000 108,329 7,780,000 8,905,604
Proceeds $805,904 $750,000 - $35,010,000 $36,565,904

Subsequent Events

Subsequent to September 30, 2008, the Companydisbiages pursuant to the exercise of options ksl

Options Exercised
Shares issued 30,000
Net proceeds $32,400

As at November 13, 2008, the Company had 50,16%0884es outstanding.

Summary of Financial Results

Selected Information

The Company’s interim financial statements (thet¢tim Financial Statements”) for the nine monthigebrended
September 30, 2008 have been prepared in accordatic€anadian generally accepted accounting grlasiand
practices. The following selected financial infotioa is taken from the Interim Financial Statemeatsl the
Company’s audited consolidated financial stateméortshe year ended December 31, 2007 and shoutedzbin
conjunction with those statements.

Third Quarter Ended September 30, 2008

The Company’s exploration program at Cerro MordAmgentina continued through the South American &int
months. Drilling ceased at Caspiche in early Mag thuthe onset of harsh winter conditions but re=iiin early
October. The Company’s Don Sixto project remainshoid and, apart from updating certain engineengl
environmental studies, only maintenance and secadtivities are currently being conducted on ditgploration
costs during the three month period ended SepteBle2008 totaling $5.8 million were incurred inding $4.4
million at Cerro Moro and $1.2 million at Caspica® the Company continued drilling at Cerro Moro anepared
for the commencement of drilling at Caspiche inabet.

Net loss and comprehensive loss, before stock-basegbensation of $0.5 million, was $6.2 millionthre third
quarter. Significant expenditures during the quaméher than exploration costs included $0.5 milliéor
administrative salaries and consulting, $0.2 millfor management compensation, both of which irefudn
allocation of stock-based compensation in the ar®of$0.2 million, $0.1 million respectively, whil0.2 million
in stock-based compensation was allocated to nlipeogerty exploration costs. Stock-based compéarsaf $0.5
million was $2.6 million lower in the third quartes a number of options granted in late 2007 argt 2808 were
expensed following shareholder approval at the Gomijs Annual General Meeting held in the secondrtgua
2008.

Third Quarter 2008 Compared to Second Quarter 2008
Cash and cash equivalents at June 30, 2008 of $dlliGn decreased by $5.2 million to $26.1 milliah September
30, 2008. This reduction in cash and cash equitalisnthe result of the Company’s continued expionaefforts

during the quarter primarily at Cerro Moro. Drilljjinat Caspiche, which was halted during the wintasen,
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commenced again in October 2008. The Company’s imgrkapital which was $29.3 million at June 30, 00
decreased to $23.0 million at September 30, 2008ceease of $6.3 million.

The Company’s net loss and comprehensive lossydefock-based compensation, for the third quate$6.3
million is about the same as what was incurrechngecond quarter of 2008 which was $6.0 millioxpl&ration
activity continued during the third quarter at @eivloro and Caspiche with total expenses, less dbaskd
compensation of $5.5 million, which was similaithose of the previous quarter of $5.2 million.

Net cash received through the issuance of sharesm tipe exercise of options in the second quartes wa
approximately $1.5 million and only $37,665 in thied quarter.

Third Quarter 2008 Compared to Third Quarter 2007

The Company’s net loss and comprehensive lossrédeatock-based compensation, for the third qu&2088 of
$6.3 million was approximately $3.6 million moreaththe loss, before stock-based compensation, .@f i$lion
recorded in the third quarter of 2007. Exploratexpenditures incurred, before stock-based compiensan the
third quarter 2008 were about $3.5 million morenttra the third quarter of 2007 mainly due to ina® costs of
utilizing three drill rigs at Cerro Moro. With tifavourable drilling results at both Caspiche andr@€#&loro during
the 2007 field season, exploration activities, dnds related expenses have steadily increased ieffart to
expedite the possibility of establishing measurabsmurces on both projects.

Administrative salaries and consulting expense m@eably higher in the third quarter 2008 whempared to
that of the third quarter of 2007. Administratiaasies and consulting in the most recent quartes approximately
$0.4 million higher than in the third quarter 20lfe to the engagement of additional fulltime prsi@sals in 2008.
This expense is also higher as a result of these amployees being granted incentive stock opti@sslted in

stock-based compensation expense of roughly $dlBmin the third quarter 2008. Shareholder comioations

expense was roughly $0.1 million lower in the thipgarter 2008 when compared to that of the thirarigun 2007.
This reduction is mainly due to stock-based comatmis expenses recorded from stock options graimeD07

while no stock-based compensation expense wasrgttir Q3 2008.

($000's, except for share data)

Three month period ended September 30, 2008 2007 2006
Interest income $ 211 $ 115 $ 18
Mineral property exploration costs $ 5,644 $ 2,284 $ 2,674
Stock-based compensatian $ 463 $ 164 $ 78
Loss $ 6,721 $ 2,833 $ 3,277
Basic and diluted loss per common share $ 0.14 $ 0.07 $ 0.11

1) excluding stock-based compensation cost alldoat§178,107 (2007- $35,641; 2006- $nil).
2) stock-based compensation costs have been @tbtmadministrative salaries and consulting, mamamnt compensation, directors’
compensation, mineral property exploration costd, shareholder communications.

As at September 30, June 30, March 31, December 31,
2008 2008 2008 2007
Working capital $ 23,027 $ 29,315 $ 33,688 $ 7,057
Total assets $ 30,258 $ 35,520 $ 40,930 $ 12,737
Total liabilities $ 3,515 $ 2,557 $ 3,649 $ 2,115
Share capital $ 89,207 $ 89,084 $ 55,334 $ 55,249
Deficit $ (73,574) $ (66,854) $ (57,755) $ (51,861)

The following is a summary of quarterly results @akfrom the Company’'s unaudited quarterly constdida
financial statements:
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Comparison to Prior Quarterly Periods
($000’s, except for share data)

2008 2007 2006
3rd 2nd 1st 4th 3rd 2nd 1st 4th
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
Interes 211 259 79 106 115 85 86 86

Net lossand comprehensive
loss, excluding stock-based 6,258 5,999 5,664 3,867 2,677 3,335 3,212 4,973
compensation
Administration expenditur¢ 618 653 829 992 475 623 661 1,059
Mineral froperty exploration
costs, excluding stock-based 5,644 5,188 4,935 3,126 2,157 2,798 2,630 3,616
compensation
Stoclk-based compensation 463 3,099 230 437 156 3,172 12 1,214

Basic and diluted loss per
common share $0.14 $0.19  $0.14 $0.10 $0.07 $0.17 $0.09 $0.18

*Administration expenditures are calculated by rging interest, stock-based compensation, explaratasts, and
the effect of the conversion of foreign currendiresn the net loss.

Interest income in the last two quarters was sicguittly higher when compared to previous quartsrtha exercise
of options and warrants together with the capitaericing completed in March 2008, has resultechen@ompany
maintaining higher interest earning cash balandéth the completion of the capital financing, therpany will
continue to earn increased amounts of interesteliemthe amounts will decline in line with the Caany utilizing
its cash to fund operations.

Net loss and comprehensive loss per quarter, exgustock-based compensation, has steadily incdeager the
last seven quarters after accounting for the sedsexploration effect. The Company has increasquogation

costs during the first and fourth quarters of tearyas these are the summer months in South Anamnitare ideal
for exploration and drilling. The growing level ekploration costs are a reflection of the Comparygatinued
advancement of its key projects, particularly theused efforts on its Caspiche and Cerro Moro ptsjduring the
current fiscal year-to-date.

Liquidity and Capital Resources

The Company'’s cash and cash equivalents at Septe38b2008 totalled $26.1 million compared to $3thilion
at June 30, 2008, $36.7 million at March 31, 200&] $8.7 million at December 31, 2007. This inceeasMarch
31, 2008 was a result of the Company completin@&a G million financing. The Company continues tdizé its
cash resources to fund project exploration and adtnative requirements. Aside from such cash,Gbepany has
no material liquid assets. The Company has casimbas which, unless replenished by capital funicgiswill
continue to decline as the Company utilizes thasdd to conduct its operations.

The Company has no loans or bank debt and themoamestrictions on the use of its cash resources.

Currently held funds will be used for planned exatmn programs and for general corporate purpo$és.
Company may be required to undertake additionalniiing to fund the exploration of new projectsfat were to
significantly expand exploration of existing prdjgc

In March 2008, the Company completed a privategtant financing and issued 7.78 million common efian
May at a price of $4.50 per share for proceeds3&.Cb million. The Company paid a commission of 6.&fd
incurred issue costs of $354,313 for net proceé®32.4 million before accounting for the fair valof warrants
issued to brokers (the “Agent’s Warrants”). The Ae Warrants consist of 505,700 warrants conviertiio
common shares for a period of 12 months at an eseeqrice of $4.50 per share. The fair value of Agent’s
Warrants, calculated using the Black Scholes Mode$681,030 has been allocated to contributedlssirand
added to share issue costs.
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Contractual Obligations

The Company leases offices in Vancouver, Argerdimé Chile and has expenditure and option paymdigations
related to its properties. Option payments and grypexpenditure obligations are contingent on esgilon results
and can be cancelled at any time should exploraésunlts so warrant.

Payments Due by Period

Total 2008 2009-2010 2011-2012 After 2012
Office leases $ 295,159 $ 27,794 $ 157,327% 110,038 $ -
Total $ 295,159 $ 27,794 $ 157,327 $ 110,038 $ -

Related Party Transactions

Amounts due to related parties of $313,674 at Seipte 30, 2008 (December 31, 2007 - $341,158) is for
management, consulting and exploration fees andxXpenses incurred while conducting the Companysness.

During the nine months ended September 30, 2008hdf $1,268,668 (2007- $766,860) was paid orwsemxt for
related party transactions as described below:

a) Exploration and consulting fees totaling $270,0200¢ - $223,500) were paid or accrued to Rowen
Company Ltd (“Rowen”). The Company’s President &0, Mr. Roxburgh, is a principal of Rowen.
The Company has entered into a 2 year agreemeht Ratven for the provision of Mr. Roxburgh’s
services.

b) Exploration and development fees of $206,536 (20$228,645) were paid or accrued to J. Perkins and
Associates Pty Ltd., a corporation controlled by. Perkins, the Company’s Vice-President, Exploratio
and Development.

c) Management fees of $120,000 (2007 - $120,000) ywar@ or accrued to Canaust Resource Consultants
Ltd (“Canaust”) a corporation controlled by Mr. igon, the Chairman of the Company. The Company
has entered into a 2 year agreement with Canausitdgrovision of Mr. Simpson’s services.

d) Management fees of $211,250 (2007 - $127,500) wai@ or accrued to 667060 BC Ltd (“667060"), a
corporation controlled by Mr. Bond, the Chief Fic@ Officer of the Company. The Company has
entered into a 2 year agreement with 667060 foptbgision of Mr. Bond'’s services.

e) Management and consulting fees, including thevaline of the bonus shares granted, of $328,8827(200
$22,500) were paid or accrued to Mr. Cholakos oFdomost Enterprises Ltd (“Formost”) a company
controlled by Mr. Cholakos, the Chief Operatindi€dr of the Company. The Company has entered into
a 2 year agreement with Formost for the provisibiio Cholakos’ services.

f) Management and consulting fees of $132,000 (20$dil} were paid or accrued to HBA Management
Consultants Ltd. (“HBA”) a company controlled by MkcPhie, the Company’s Executive Vice-
President, Corporate Development and Environmeme. Company has entered into a 2 year agreement
with HBA for the provision of Mr. McPhie’s services

All of the above transactions were in the normalrse of operations and, in management’s opiniodertaken
with the same terms and conditions as transactidthsunrelated parties.

Outlook

In the remaining months of fiscal 2008, the Compatans to continue its exploration and drilling grams at
Cerro Moro in Santa Cruz, Argentina and CaspichéhénMaricunga, Chile. Due to recent global credsgis, the
Company has reduced its exploration programs amer @xpenses to conserve its treasury. The Cerro Kiilling
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program has been scaled back to utilize one dgilfacusing on mineralization along the identifiedcondida vein,
while at Caspiche the drill program has been reditiee®,300 meters in the 2008-2009 drill season.

The Company will continue working with governmemtdustry and unions, to demonstrate that the DoctoSi
project in Mendoza, if viable, could be developedponsibly and that it would provide important emoic and

social benefits to the community and the provirldewever, in response to the current global econastession,

these efforts will be done at a significantly reeldidevel when compared to the previous quartecsesamti-mining

legislation was passed in the June 2007.

Exploration campaigns are planned for some of tbm@ny’s non-primary properties which are eithew e the
Company or are still considered to be under-exgloféese programs are, however, dependent atite@sirt on
the Company being able to secure future financing.

The Company has scaled back its exploration progj@m reduced expenditures to conserve its cashlans to
retain approximately $8 million in the treasurytivelve months so as to ensure adequate funds tbifsiongoing
activities.

Proposed Transactions

The Company continues to evaluate new propertyisitipms. Should it enter into agreements on newperties it
may be required to make cash payments and compteteexpenditure commitments under those agreements

Critical Accounting Estimates and Policies

The Company’s accounting policies are discussettiail in the Annual Financial Statements; howesecounting
policies require the application of managementtiggment in respect of the following relevant matter

0] mineral property costs — the Company regularlyeesi the carrying value of each mineral property
for conditions that suggest impairment. This reviegquires significant judgement where the
Company does not have any proven or probable reséhat would enable an estimate of future cash
flows to be compared to the carrying values. Factonsidered in the assessment of asset impairment
include, but are not limited to, whether there basn a significant decrease in market price of the
property; whether there has been a significant @@vehange in the legal, regulatory, accessibility,
title, environmental or political factors that cdwffect the property’s value; whether there hamntsn
accumulation of costs significantly in excess of #imounts originally expected for the property’s
acquisition, development or cost of holding; whetxploration activities produced results thatreoe
promising such that no more work is being planmethé foreseeable future and whether the Company
has significant funds to be able to maintain iteriest in the mineral property; and

(i) stock-based compensation — the Company providepeosation benefits to its employees, directors,
officers and consultants through a stock-based eosation plan. The fair value of each option award
is estimated on the date of the grant using thelB&choles option pricing model. Expected volatilit
is based on historical volatility of the stock. TBempany utilizes historical data to estimate aptio
exercises and termination behaviour with the vadnamodel. The risk-free rate for the expected term
of the option is based on the Government of Canaeld curve in effect at the time of the grant.
Actual results may differ materially from thoseiesttes based on these assumptions.

Changes in Accounting Policies and new accountingedelopments
(i) Capital Disclosures, Section 1535

Effective January 1, 2008, the Company adoptedi@et635 “Capital Disclosures” which requires thisctbsure
of information that enables users of an entitymficial statements to evaluate its objectivescigsliand processes
for managing capital such as qualitative informatabout its objectives, policies and processesnianaging
capital, summary quantitative data about what thitye manages as capital, whether it has compliéth any
capital requirements and, if it has not compliéd tonsequences of non-compliance. Disclosuresreeghy this
standard are included in Note 4 of the Companyjgeaber 30, 2008 interim financial statements.

(i) Financial Instruments Disclosures, Sectio®38 Financial Instruments Presentation, SecticB838
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Effective January 1, 2008, the Company adoptedi®@e8862 “Financial Instruments — Disclosures”. S Biection
requires entities to provide disclosure of quatititaand qualitative information in their financisfatements that
enable users to evaluate (a) the significance wénftial instruments for the entity’s financial pgasi and
performance; and (b) the nature and extent of @sksing from financial instruments to which thdignis exposed
during the period and at the balance sheet dateirmmagement’s objectives, policies and procediaresmianaging
such risks. Disclosures required by this stangasdincluded in Note 5 of the Company’s Septemlizr2®08
interim financial statements.

(iif) Going Concern - Amendments to Section 1400

CICA 1400, General Standards of Financial StatemBn¢sentation, was amended to include requiren@arssess
and disclose an entity's ability to continue asomg concern. The new requirements are effectivarfierim and
annual financial statements relating to fiscal gd@ginning on or after January 1, 2008.

At September 30, 2008, the Company had workingtabpf approximately $23.0 million, which based amrent

levels of activity is sufficient to fund its exphtion programs, operating costs and working capitalthe next

twelve months. While the Company has been sucdessfaising its required funding from outside sces in the
past, it cannot be certain that any such fundingldvbe available in the future, or that funds wobélavailable on
terms acceptable to management. Management hassedsithe Company's net asset value, forecastedfloash
requirements and future commitments and is confittext the Company will continue as a going concern

International Financial Reporting Standards ("IFRS")

In 2006, the Canadian Accounting Standards Boakd$B") published a new strategic plan that willréfigantly
affect financial reporting requirements for Canadi@mpanies. The AcSB strategic plan outlinescthrevergence
of Canadian GAAP with IFRS over an expected fivaary&ransitional period. In February 2008, the AcSB
announced that 2011 is the changeover date forighydisted companies to use IFRS, replacing Calsadan
GAAP. The date is for interim and annual finanaitdtements relating to fiscal years beginning oafr January
1, 2011. The transition date of January 1, 201lredquire the restatement, for comparative purppsé amounts
reported by the Company for the year ended Dece®bef010. While the Company has begun assesBing t
adoption of IFRS for 2011, the financial reportingpact of the transition to IFRS cannot be reasbnastimated at
this time.

Goodwill and intangible assets, Section 3064

The CICA issued the new Handbook Section 3064, ‘@b and Intangible Assets”, which will replace Gen
3062, “Goodwill and Other Intangible Assets”. Theanstandard establishes revised standards forettagnition,
measurement, presentation and disclosure of gob@nid intangible assets. The new standard alsoigesv
guidance for the treatment of preproduction and-sia costs and requires that these costs be eggerssincurred.
The new standard applies to annual and interimiiisd statements relating to fiscal years beginrongor after
October 1, 2008. Management is currently asseshmgmpact of this new accounting standard on the@any’s
consolidated financial statements.

Management’'s Responsibility for the Financial Statments

The audit committee is responsible for reviewing ttontents of this document along with the intequarterly
financial statements to ensure the reliability ainokliness of the Company’s disclosure while pravidanother
level of review for accuracy and oversight.

There have been no changes in the Company’s disela®ntrols and procedures during the three moericed
September 30, 2008.

Internal Control over Financial Reporting

There have been no changes in the Company’s iteom&rols and procedures over financial reportiuging the
three months ended September 30, 2008.
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