


factor in the economy in 2009,
further discrediting the huge
market for credit derivatives and
perhaps (mercifully) spelling their
timely demise.

None of us should be fooled by

short term deflationary pressures
(lower prices for housing, energy
and various foodstuffs) which are a
by-product of past credit excesses.
What we should be concerned about
are the consequences of the fiscal
programs that virtually every major
economy in the world are undertaking
to stave off an economic catastrophe.

The massive fiscal and monetary
stimulus being implemented by
major economies including the U.S.
and China should lay the foundation
for an economic recovery - or at least
the beginnings of one - at some point
in 2009. What the economic recovery
will look like, however, is a matter

of debate.

Nonetheless, I can only conclude
that this massive infusion of fiscal
stimulus will eventually push the
dollar sharply lower and gold to
heights never before contemplated.
As a consequence, this unfolding
inflation scenario will lead to a
repositioning of investment
portfolios, with gold equities being
among the principal beneficiaries
in the marketplace.

I'm often asked what impact a new
U.S. administration will have on the
global economy. History indicates
that two Democratic Presidents were
good for gold and I see no reason for

this one to be any different.
Roosevelt raised the price of gold
from $20.67 per ounce to $35.00,
making gold mining one of the few
boom industries of the 1930s. When
Jimmy Carter was elected, gold was
trading near $100 an ounce and it
soared to $825 in 1980 as his
troubled Presidency was nearing

its conclusion.

In light of the current economic
difficulties we are facing and the
election promises of the incoming
President, I believe the new admin-
istration could usher in an unprece-
dented period of monetary stimulus.
Its economic stimulus plan includes
billions for new roads, bridges and
public buildings. In fact, it’s the largest
infrastructure investment since the
EisenhowerAdministration.

This massive reflation of the U.S.
economy will lay the foundation
for a global economic recovery and
a return to inflationary pressures
and enthusiasm for inflation
hedges, not only for gold but for
other commodities as well.

Looking ahead, I don’t see any
reason why the bull market in the
dollar and the bear market for
equities shouldn’t come to an end

in early 2009. This will clear the way
for the market to worry about the
Fed’s reflation policies, generating
renewed interest in physical gold,
gold producers and gold explorers.
The application of economic stimu-
lus throughout the world should
create in inflationary environment
that will propel gold, grains and
many other metals to new highs —
perhaps sooner than many of us
think. The fulfillment of this bullish
outlook for gold and commodities in
general would of course be of little
consequence to shareholders
without a world-class asset base to
provide them with leverage to higher
commodity prices. This is where our
Kigosi and related holdings in the
Lake Victoria Greenstone Belt
come into play.

In the past year, we have completed
several phases of rotary drilling at
Kigosi, generating gold values up
to 5.0 ounces per tonne. So far




we have identified at least nine,
shallow, high grade gold shoots and
the chances of finding more along
strike and especially at depth are
excellent. At the present time these
gold-bearing shoots exhibit both
conventional open pit and low cost
heap leach potential. A regional
soil survey carried out in 2008
points to additional gold potential
throughout the property.

Kigosi Project Takes on
New Dimension

In late 2008 a diamond drilling
program extended the near-surface
mineralization at Kigosi to at least
250 metres in depth, indicating
future possibility for underground
production.

In late 2009 we also intend to evalu-
ate the economic viability of surface
gravels (soil & sediments) that are
known to contain high gold values.
A specialist will be brought in to
facilitate this evaluation process.

To date most of our drilling has

focused on the Luhwaika Main and
Luhwaika West zones. However, a
decision to extend our drill program
to the Igunda artisanal workings

2.5 kilometres southeast of Luhwaika
produced another exciting discovery
— this time with high grade gold
values up to 30.58g/t (1.0 ounce).
Without a doubt Igunda adds an
entirely new dimension to Kigosi,
one that we intend to pursue
aggressively in the coming year.

Based on a preliminary interpreta-
tion of the down-hole geology and
assay results, up to three sub-
parallel shear zones hosting gold
mineralization occur in and around
the Igunda workings. Some of the
drill thicknesses we encountered

at Igunda - and late in 2008 at
Luhwaika — further boosted our
confidence level in the economic
viability of Kigosi which looks set
to unfold in concert with a much
improved gold market. For a detailed
review of exploration results in the
past year for Kigosi and other

projects, please visit our website at:
www.tanzanianroyalty.com

Over the past few years we have
developed mineral potential on
several other projects which no
doubt will be the subject of future
royalty agreements. Some of these
properties exhibit potential for gold
and copper, a mineral association
that is common to many of the
largest mines in Tanzania.

Non-metallics, including diamonds,
have long been a major part of the
Tanzanian economy and their host
kimberlite rocks feature prominently
in our Tanzanian holdings. Several
years ago, we acquired large areas of
ground near and around the Mwadui-
Shinyanga diamond field (home to
the famous Williamson diamond
mine) in addition to areas west and
northwest of the Kahama diamond
fields. Because diamond deposits
occur in clusters that often comprise
dozens of pipe-like structures, the
size of our holdings will create




opportunities for the discovery of
economic diamond pipes through
royalty agreements with third parties.

Our 2009 exploration budget for
Kigosi is open ended and we intend
to advance the project to feasibility
in a fashion that is both expedient
and sensible. Expenditures are also
planned for several other projects
in our large portfolio of exploration
projects.

Your company’s royalty model con-
tinues to attract strong interest with
arecord number of Confidentiality
Agreements signed during the year
despite generally weak conditions in
commodity markets.

Companies are taking a close look
at our nickel assets in the Kabanga
nickel belt which hosts one of the
highest grade nickel deposits in the
world. The Kabanga Nickel Project
is a joint venture between Barrick
and Xstrata which expects to
complete a feasibility study for

the project in 2008.

Tanzania’s nickel potential was
further enhanced by the discovery

of a significant laterite (oxide) nickel
deposit 100 kilometres east of
Mwanza and immediately south of
our Kibara Project. A scoping study
is planned for this project during

the first half of 2009 to assess its
economic viability.

Potential royalty partners looking at
our portfolio are long term players
who understand the finite nature

of mineral resources and the
requirement to find new sources

of supply to meet future demand.
Tanzania remains largely unexplored
yet its geological potential mirrors
some of the most productive mineral-
producing regions on earth.

At the present time, we have royalty
partners (Sloane Developments

and MDN Inc.) evaluating projects
adjacent to Barrick’s Bulyanhulu
gold mine and the Tulawaka gold
mine (majority owned by Barrick),
giving us exposure to new discoveries
at no internal cost.

Closing Remarks

Again this year I must acknowledge
the outstanding effort and success
achieved by our exploration staffin
Mwanza under the guidance of the
Company's President, John Deane.
The world-class results generated

at Kigosi in the past year suggest a
bright future for this project which
exhibits potential as both an open

pit and underground producer.
Equally as important, I want to
express my deep appreciation to

our shareholders who have stood
shoulder-to-shoulder with us during a
very difficult year in the marketplace.
Rest assured that management’s
vision for your company’s assets in
Tanzania and for the future of gold

remains undaunted and we look
forward to sharing the rewards of
our efforts with you in the months
and years ahead.

On the corporate side, I want to
express my deepest appreciation

to our Board of Directors who have
helped me keep the Company on an
even keel during a very trying period.
In addition, I want to extend my
thanks to Joseph Kahama, Senior
Vice President, Florian Ngunangwa,
Vice President East Africa, and
Phillip Sango, Senior Geologist in
Dar es Salaam. Lastly, a special
thank you goes out to our core man-
agement group including Victoria
Luis, our CFO, Regina Kuo-Lee, our
Corporate Secretary, Helen Hansen,
and our Special Advisor to the
Chairman, David Duval.

Respectfully yours,

(Koo Gl

James E. Sinclair
Chairman and CEO




