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Approximate Date of Proposed Public Offering: As soon as practicable after the effective date of this Registration
Statement.

________________

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Title of Securities Being
Registered

Amount Being
Registered

Proposed
Maximum
Offering

Price per Unit

Proposed
Maximum
Aggregate

Offering Price

Amount of
Registration

Fee
Common Shares, $0.001 par value 50,000 shares $20.00(1) $1,000,000(1) $136.40(2)

(1)           Estimated solely for purposes of calculating the registration fee.

(2)           Previously paid.
________________

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS
MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE A
FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THE REGISTRATION STATEMENT
SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(a) OF THE SECURITIES
ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE ON SUCH
DATES AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a), MAY DETERMINE.
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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities
until the Registration Statement filed with the Securities and Exchange Commission is effective. This preliminary
prospectus is not an offer to sell these securities and is not soliciting an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JANUARY 9 , 2013
PRELIMINARY PROSPECTUS

                Shares
BlackRock Multi-Sector Income Trust

Common Shares
$20.00 per share

Investment Objectives.  BlackRock Multi-Sector Income Trust (the “Trust”) is a newly-organized, non-diversified,
closed-end management investment company with no operating history. The Trust’s primary investment objective is to
seek high current income, with a secondary objective of capital appreciation.  There can be no assurance that the
Trust’s investment objectives will be achieved or that the Trust’s investment program will be successful.

Investment Advisor and Sub-Advisors . The Trust’s investment adviser is BlackRock Advisors, LLC (the “Advisor”) and
the Trust’s investment sub-advisers are BlackRock Financial Management, Inc. and BlackRock Investment
Management, LLC (collectively, the “Sub-Advisors ”). We sometimes refer to the Advisor and the Sub-Advisors
collectively as the “Advisors.”

Investment Strategy.  Under normal market conditions, the Trust will invest at least 80% of its Managed Assets (as
defined in this Prospectus) in loan and debt instruments and other investments with similar economic characteristics
(collectively “fixed income securities”).  In investing the Trust’s assets, the Advisors expect to allocate capital across
multiple sectors of the fixed income securities market by evaluating portfolio risk in light of the available investment
opportunities and prevailing risks in the fixed income market, with the goal of delivering attractive risk-adjusted
returns.  In doing so, the Advisors seek to find the appropriate balance between risk mitigation and opportunism.  The
Advisors do not manage the Trust to a benchmark, which provides flexibility to allocate and rotate the Trust’s assets
across various sectors within the fixed income universe.  This strategy seeks to provide exposure to those segments of
the fixed income market that the Advisors anticipate will provide value while attempting to minimize exposure to
those segments that the Advisors anticipate will not provide value.  If the Advisors’ perception of the value of a
segment of the fixed income market or an individual security is incorrect, your investment in the Trust may lose value.

Fixed income securities in which the Trust may invest include: mortgage related securities; asset-backed securities;
U.S. Government and agency securities; loans and loan participations, including senior secured floating rate and fixed
rate loans or debt (“Senior Loans”) and second lien or other subordinated or unsecured floating rate and fixed rate loans
or debt (“Second Lien Loans”); bonds or other debt securities issued by U.S. or foreign (non-U.S.) corporations or other
business entities; collateralized loan obligations ; preferred securities; convertible securities, including synthetic
convertible securities; sovereign debt; municipal securities; and structured instruments.

The Trust may invest in securities of any quality, rated or unrated, including those that are rated below investment
grade quality (rated Ba/BB or below by Moody’s Investor’s Service, Inc., Standard & Poor’s Corporation Ratings
Group, a division of The McGraw-Hill Companies, Inc., or Fitch Ratings, Inc.) or securities that are unrated but
judged to be of comparable quality by the Advisors .  Such securities, sometimes referred to as “high yield” or “junk”
bonds, are predominantly speculative with respect to the capacity to pay interest and repay principal in accordance
with the terms of the security and generally involve greater price volatility than securities in higher rating categories.

Edgar Filing: BlackRock Multi-Sector Income Trust - Form N-2/A

3



The Trust may hold securities of any duration or maturity and does not maintain set policies with respect to the
average duration or maturity of the Trust’s portfolio. The Trust may invest without limitation in securities of U.S.
issuers and non-U.S. issuers located in countries throughout the world, including in developed and emerging markets.
Foreign securities in which the Trust may invest may be U.S. dollar-denominated or non-U.S.
dollar-denominated. The Trust may invest in securities of issuers of any market capitalization size, including small-
and mid-cap companies, and of issuers that operate in any sector or industry.

No Prior History.  Because the Trust is newly organized, its common shares have no history of public trading.  Shares
of closed-end investment companies frequently trade at a discount from their net asset value.  The risk of loss due to
this discount may be greater for investors expecting to sell their shares in a relatively short period after completion of
the public offering.

The Trust’s common shares are expected to be listed on the New York Stock Exchange, subject to notice of issuance,
under the symbol “ BIT .”

Investing in the Trust’s common shares involves certain risks that are described in the “Risks” section beginning on page
4 4 of this Prospectus.  Certain of these risks are summarized in “Prospectus Summary—Special Risk Considerations”
beginning on page 4.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this Prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.
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Per Share Total( 3 )
Public Offering Price $20.00 $
Sales Load( 1 ) $.90 $
Estimated Offering Expenses( 2 ) $.04 $
Proceeds, After Expenses, to the Trust(4) $19.06 $

(notes on inside front cover)

The underwriters expect to deliver the common shares to purchasers on or about                  , 2013 .
_____________________

_____________________

The date of this Prospectus is                    , 2013 .
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(notes from previous page)

(
1
)

The Advisor (and not the Trust) has agreed to pay from its own assets structuring fees
to           ,                ,                   and                . The Advisor (and not the Trust) may also pay certain qualifying
underwriters a structuring fee, sales incentive fee or additional compensation in connection with the offering. The
Advisor and certain of its affiliates (and not the Trust) expect to pay compensation to certain registered
representatives of BlackRock Investments, LLC (an affiliate of the Advisor) that participate in the marketing of the
Trust’s common shares. See “Underwriting.”

(
2
)

The Trust has agreed to pay the underwriters $       , or $       (if the underwriters exercise the option to purchase
additional common shares in full) representing $.00667 per common share as a partial reimbursement of expenses
incurred in connection with the offering.   The Advisor has agreed to pay offering expenses of the Trust (other than
the sales load , but inclusive of the $.00667 per common share reimbursement ) to the extent that offering expenses
(other than the sales load , but inclusive of the $.00667 per common share reimbursement), when added to
organizational costs paid by the Trust, exceed $ .04   per common share. The Trust will pay offering expenses of the
Trust (other than the sales load , but inclusive of the $.00667 per common share reimbursement ), when added to
organizational costs  paid by the Trust, of  up to $ .04 per common share, which may include a reimbursement of the
Advisor’s expenses incurred in connection with this offering. Any offering expenses paid by the Trust will be
deducted from the proceeds of the offering received by the Trust. The aggregate organizational and offering
expenses (other than the sales load , but inclusive of the $.00667 per common share reimbursement ) are estimated
to be $        (or $     per common share). The aggregate organizational and offering expenses (other than the sales
load , but inclusive of the $.00667 per common share reimbursement ) to be incurred by the Trust are estimated to
be $         (or $      per common share). The aggregate offering expenses (other than the sales load , but inclusive of
the $.00667 per common share reimbursement ) to be incurred by the Advisor on behalf of the Trust are estimated
to be $               (or $           per common share). If the underwriters exercise the overallotment option in full, the
aggregate organizational and offering expenses (other than the sales load , but inclusive of the $.00667 per common
share reimbursement ) are estimated to be $         (or $      per common share).

( 3
)

The Trust has granted the underwriters an option to purchase up to                 additional common shares at the
public offering price, less the sales load, within 45 days of the date of this Prospectus.  If such option is exercised in
full, the public offering price, sales load and proceeds, after expenses, to the Trust will be $        , $         and $        ,
respectively.  See “Underwriting.”

(4) The Trust will pay its organizational costs in full out of its seed capital prior to completion of this offering.

(continued from previous page)

Leverage.  The Trust currently intends to use leverage to seek to achieve its investment objectives.  The Trust
currently anticipates that it will use leverage through reverse repurchase agreements and/or dollar rolls and the Trust
may also borrow funds from banks or other financial institutions and/or issue preferred shares as described in this
Prospectus.  The Trust intends to use economic leverage of up to    % of its Managed Assets (        % of its net assets),
although it may use economic leverage of up to 50% of its Managed Assets (100% of its net assets) .  See “Leverage.”

The use of leverage is subject to numerous risks. When leverage is employed, the net asset value and market price of
the common shares and the yield to holders of common shares will be more volatile than if leverage were not used.
For example, a rise in short-term interest rates, which currently are near historically low levels, will cause the Trust’s
net asset value to decline more than if the Trust had not used leverage. A reduction in the Trust’s net asset value may
cause a reduction in the market price of its common shares. The Trust cannot assure you that the use of leverage will
result in a higher yield on the common shares.  The Trust’s leveraging strategy may not be successful.  See
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“Risks—Leverage Risk.”

****

You should read this Prospectus, which concisely sets forth information about the Trust, before deciding whether to
invest in the common shares and retain it for future reference. A Statement of Additional Information,
dated                   , 2013 containing additional information about the Trust (the “SAI”), has been filed with the Securities
and Exchange Commission and, as amended from time to time, is incorporated by reference in its entirety into this
Prospectus. You can review the table of contents for the SAI on page 8 1 of this Prospectus. You may request a free
copy of the SAI by calling (800) 882-0052 or by writing to the Trust, or obtain a copy (and other information
regarding the Trust) from the Securities and Exchange Commission’s Public Reference Room in Washington, D.C.
Call (202) 551-8090 for information. The Securities and Exchange Commission charges a fee for copies. You can get
the same information free from the Securities and Exchange Commission’s website (http://www.sec.gov). You may
also e-mail requests for these documents to publicinfo@sec.gov or make a request in writing to the Securities and
Exchange Commission’s Public Reference Section, 100 F Street, N.E., Washington, D.C. 20549-0102. The Trust does
not post a copy of the SAI on its website because the Trust’s common shares are not continuously offered, which
means the SAI will not be updated after completion of this offering and the information contained in the SAI will
become outdated. In addition, you may request copies of the Trust’s semi-annual and annual reports or other
information about the Trust or make shareholder inquiries by calling (800) 882-0052. The Trust’s annual and
semi-annual reports, when produced, will be available at the Trust’s website (http://www.blackrock.com) free of
charge.

You should not construe the contents of this Prospectus as legal, tax or financial advice. You should consult with your
own professional advisors as to the legal, tax, financial or other matters relevant to the suitability of an investment in
the Trust.
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The Trust’s common shares do not represent a deposit or an obligation of, and are not guaranteed or endorsed by, any
bank or other insured depository institution, and are not federally insured by the Federal Deposit Insurance
Corporation, the Federal Reserve Board or any other government agency.
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You should rely only on the information contained or incorporated by reference in this Prospectus. The Trust has not,
and the underwriters have not, authorized any other person to provide you with different information. If anyone
provides you with different or inconsistent information, you should not rely on it. We are not, and the underwriters are
not, making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted. You should
assume that the information in this Prospectus is accurate only as of the date of this Prospectus. Our business,
financial condition and prospects may have changed since that date.
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PROSPECTUS SUMMARY

This is only a summary of certain information contained in this Prospectus relating to BlackRock Multi-Sector
Income Trust . This summary may not contain all of the information that you should consider before investing in
our common shares. You should review the more detailed information contained in this Prospectus and in the
Statement of Additional Information (the “SAI”).

The Trust BlackRock Multi-Sector Income Trust is a newly
organized, non-diversified, closed-end management
investment company with no operating
history.  Throughout the Prospectus, we refer to
BlackRock Multi-Sector Income Trust simply as the “Trust”
or as “we,” “us” or “our.”  See “The Trust.”

The Offering The Trust is offering             common shares of beneficial
interest at $20.00 per share through a group of
underwriters led by            and               . The common
shares of beneficial interest are called “common shares” in
the rest of this Prospectus.  You must purchase at least 100
common shares ($2,000) in order to participate in this
offering.  The Trust has given the underwriters an option
to purchase up to                  additional common shares
within 45 days of the date of this Prospectus solely to
cover overallotments, if any. BlackRock Advisors, LLC
(the “Advisor”), the Trust’s investment adviser, has agreed to
pay offering   expenses (other than the sales load , but
inclusive of the $.00667 per common share
reimbursement) to the extent that offering expenses (other
than the sales load, but inclusive of the $.00667 per
common share reimbursement), when added to
organizational costs paid by the Trust, exceed $ .04   per
common share.  See “Underwriting.”

Investment Objectives The Trust’s primary investment objective is to seek high
current income, with a secondary objective of capital
appreciation.  The Trust is not intended as, and you should
not construe it to be, a complete investment
program.  There can be no assurance that the Trust’s
investment objectives will be achieved or that the Trust’s
investment program will be successful. The Trust’s
investment objectives may be changed by the Board of
Trustees of the Trust (the “Board,” and each member, a
“Trustee”) without prior shareholder approval.

Investment Strategy In investing the Trust’s assets, the Advisors expect to
allocate capital across multiple sectors of the fixed income
securities market by evaluating portfolio risk in light of the
available investment opportunities and prevailing risks in
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the fixed income market, with the goal of delivering
attractive risk-adjusted returns.    In doing so, the Advisors
seek to find the appropriate balance between risk
mitigation and opportunism.  The Advisors do not manage
the Trust to a benchmark, which provides flexibility to
allocate and rotate the Trust’s assets across various sectors
within the fixed income universe.  This strategy seeks to
provide exposure to those segments of the fixed income
market that the Advisors anticipate will provide value
while attempting to minimize exposure to those segments
that the Advisors anticipate will not provide value.  If the
Advisors’ perception of the value of a segment of the fixed
income market or an individual security is incorrect, your
investment in the Trust may lose value.

Investment Policies Under normal market conditions, the Trust will invest at
least 80% of its Managed Assets (as defined in this
Prospectus) in loan and debt instruments and and other
investments with similar economic characteristics
(collectively “fixed income securities”).

Fixed income securities in which the Trust may invest
include: mortgage related securities; asset-backed
securities (“ABS”); U.S. Government and agency securities;
loans and loan participations, including senior secured
floating rate and fixed rate loans or debt (“Senior Loans”)
and second lien or other subordinated or

1
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unsecured floating rate and fixed rate loans or debt (“Second Lien
Loans”); bonds or other debt securities issued by U.S. or foreign
(non-U.S.) corporations or other business entities; collateralized
loan obligations (“CLOs”); preferred securities; convertible
securities, including synthetic convertible securities; sovereign
debt; municipal securities; and structured instruments.

The Trust may invest in securities of any quality, rated or unrated,
including those that are rated below investment grade quality (rated
Ba/BB or below by Moody’s Investor’s Service, Inc. (“Moody’s”),
Standard & Poor’s Corporation Ratings Group, a division of The
McGraw-Hill Companies, Inc. (“S&P”), or Fitch Ratings, Inc.
(“Fitch”)) or securities that are unrated but judged to be of
comparable quality by the Advisors .  Such securities, sometimes
referred to as “high yield” or “junk” bonds, are predominantly
speculative with respect to the capacity to pay interest and repay
principal in accordance with the terms of the security and generally
involve greater price volatility than securities in higher rating
categories. Below investment grade securities and comparable
unrated securities involve substantial risk of loss and are
susceptible to default or decline in market value due to adverse
economic and business developments.   Under normal market
conditions, the Trust will not invest more than 20% of its Managed
Assets in securities, other than mortgage related and other
asset-backed securities, that are, at the time of investment, rated
CCC+ or lower by S&P or Fitch or Caa1 or lower by Moody’s, or
that are unrated but judged to be of comparable quality by the
Advisors.  For purposes of applying the foregoing policy, in the
case of securities with split ratings (i.e., a security receiving two
different ratings from two different rating agencies), the Trust will
apply the higher of the applicable ratings.  The Trust may invest in
mortgage related and other asset backed securities of any quality,
rated or unrated, without limitation.

The Trust may invest in fixed income securities of any type,
including those with fixed, floating or variable interest rates, those
with interest rates that change based on multiples of changes in a
specified reference interest rate or index of interest rates and those
with interest rates that change inversely to changes in interest rates,
as well as those that do not bear interest.  The Trust may hold
securities of any duration or maturity and does not maintain set
policies with respect to the average duration or maturity of the
Trust’s portfolio.

Under normal market conditions, the Trust will not invest more
than 10% of its Managed Assets in CLOs.
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Under normal market conditions, the Trust will invest at least 25%
of its total assets in mortgage related securities.

Under normal market conditions, the Trust may invest up to 20%
of its Managed Assets in securities other than fixed income
securities, including common stocks, warrants, depositary receipts
and other equity securities.

The Trust may invest without limitation in securities of U.S.
issuers and non-U.S. issuers located in countries throughout the
world, including in developed and emerging markets. Foreign
securities in which the Trust may invest may be U.S.
dollar-denominated or non-U.S. dollar-denominated.   The Trust
may invest in securities of issuers of any market capitalization size,
including small- and mid-cap companies, and of issuers that
operate in any sector or industry.

The Trust may also invest in securities of other open- or closed-end
investment companies, including exchange-traded funds (“ETFs”),
subject to applicable regulatory limits, that invest primarily in
securities of the types in which the Trust may invest directly. The
Trust treats its investments in open- or closed-end

2
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investment companies that invest substantially all of their assets in
fixed income securities as investments in fixed income securities.

During temporary defensive periods, including the period during
which the net proceeds of this offering are being invested, and in
order to keep the Trust’s cash fully invested, the Trust may invest
up to 100% of its total assets in liquid, short-term investments,
including high quality, short-term securities. The Trust may not
achieve its investment objectives under these circumstances.

The Trust may engage in Strategic Transactions (as defined in this
Prospectus) for hedging purposes, to establish a position in the
securities market as a temporary substitute for purchasing
particular securities or to enhance income or gain.  See “The Trust’s
Investments—Portfolio Contents and Techniques—Strategic
Transactions and Other Management Techniques.”

The Trust may also engage in short sales of securities. See “The
Trust’s Investments—Portfolio Contents and Techniques—Short Sales” in
this Prospectus and “Investment Restrictions” in the SAI for
information about the limitations applicable to the Trust’s short sale
activities.

The Trust may lend securities with a value of up to 33 1/3% of its
total assets (including such loans) to financial institutions that
provide cash or securities issued or guaranteed by the U.S.
Government as collateral.

Unless otherwise stated herein or in the SAI, the Trust’s investment
policies are non-fundamental policies and may be changed by the
Board without prior shareholder approval.  The Trust’s policy to
invest at least 80% of its Managed Assets in fixed income
securities may be changed by the Board; however, if this policy
changes, the Trust will provide shareholders at least 60 days’
written notice before implementation of the change.

For a discussion of risk factors that may affect the Trust’s ability to
achieve its investment objectives , see “Risks.”

Leverage The Trust currently intends to use leverage to seek to achieve its
investment objectives .  The Trust currently anticipates that it will
use leverage through reverse repurchase agreements and/or dollar
rolls and the Trust may also borrow funds from banks or other
financial institutions and/or issue preferred shares as described in
this Prospectus.  The Trust intends to use economic leverage of up
to    % of its Managed Assets (        % of its net assets), although it
may use economic leverage of up to 50% of its Managed Assets
(100% of its net assets ). See “Leverage.”
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The use of leverage is subject to numerous risks.  When leverage is
employed, the net asset value and market price of the common
shares and the yield to holders of common shares will be more
volatile than if leverage were not used. For example, a rise in
short-term interest rates, which currently are near historically low
levels, will cause the Trust’s net asset value to decline more than if
the Trust had not used leverage. A reduction in the Trust’s net asset
value may cause a reduction in the market price of its common
shares. The Trust cannot assure you that the use of leverage will
result in a higher yield on the common shares.    When the Trust
uses leverage, the management fee and sub-advisory fees payable
to the Advisors will be higher than if the Trust did not use leverage
.   The Trust’s leveraging strategy may not be successful.  See
“Risks—Leverage Risk.”

Investment Advisor and
Sub-Advisors

BlackRock Advisors, LLC will be the Trust’s investment adviser
and the Advisor’s affiliates, BlackRock Financial Management, Inc.
and BlackRock Investment Management, LLC (collectively, the
“Sub-Advisors”) , will be the

3
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Trust’s investment sub-advisers . Throughout the Prospectus, we
sometimes refer to the Advisor and the Sub-Advisors collectively
as the “Advisors.”  The Advisor will receive an annual fee, payable
monthly, in an amount equal to 0.80 % of the average daily value
of the Trust’s Managed Assets. The Advisor will pay an annual
sub-advisory fee to each Sub-Advisor equal to 46 % of the monthly
management fee received by the Advisor with respect to the assets
of the Trust allocated to such Sub-Advisor . See “Management of
the Trust—Investment Advisor and Sub-Advisors .”

Distributions Commencing with the Trust’s initial dividend, the Trust intends to
distribute monthly all or a portion of its net investment income to
holders of common shares. We expect to declare the initial monthly
dividend on the Trust’s common shares approximately 45 days after
completion of this offering and to pay that initial monthly dividend
approximately 60 to 90 days after completion of this offering,
depending on market conditions. The Trust intends to pay any
capital gains distributions at least annually.

Shareholders will automatically have all dividends and
distributions reinvested in common shares of the Trust in
accordance with the Trust’s dividend reinvestment plan, unless an
election is made to receive cash by contacting the Reinvestment
Plan Agent (as defined herein), at (800) 699-1236 . See “Dividend
Reinvestment Plan.”

The Trust reserves the right to change its distribution policy and
the basis for establishing the rate of its monthly distributions at any
time and may do so without prior notice to common shareholders.
See “Distributions.”

Listing The Trust’s common shares are expected to be listed on the New
York Stock Exchange, subject to notice of issuance, under the
symbol “ BIT .” See “Description of Shares—Common Shares.”

Custodian and Transfer Agent State Street Bank and Trust Company will serve as the Trust’s
Custodian, and   Computershare Trust Company, N.A. will serve as
the Trust’s Transfer Agent.

Administrator State Street Bank and Trust Company will serve as the Trust’s
administrator and fund accountant.

Market Price of Shares Common shares of closed-end investment companies frequently
trade at prices lower than their net asset value. The Trust cannot
assure you that its common shares will trade at a price higher than
or equal to net asset value. The value of a shareholder’s investment
in the Trust will be reduced immediately following this offering by
the sales load and the amount of the organizational and offering
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expenses paid by the Trust. See “Use of Proceeds.”  The Trust’s
common shares will trade in the open market at market prices that
will be a function of several factors, including dividend levels
(which are in turn affected by expenses), net asset value, call
protection for portfolio securities, portfolio credit quality, liquidity,
dividend stability, relative demand for and supply of the common
shares in the market, general market and economic conditions and
other factors.  See “Leverage,” “Risks,” “Description of Shares” and the
section of the SAI with the heading “Repurchase of Common
Shares.” The common shares are designed primarily for long-term
investors and you should not purchase common shares of the Trust
if you intend to sell them shortly after purchase.

Special Risk Considerations An investment in common shares of the Trust involves risk. You
should consider carefully the risks discussed below, which are
described in more detail under “Risks” beginning on page 4 4 of this
Prospectus.

No Operating History.  The Trust is a newly organized,
non-diversified, closed-

4
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end management investment company with no operating
history.  The Trust does not have any historical financial statements
or other meaningful operating or financial data on which potential
investors may evaluate the Trust and its performance.   See
“Risks—No Operating History.”

Non-Diversified Status.  The Trust will be a non-diversified fund.
As defined in the Investment Company Act, a non-diversified fund
may have a significant part of its investments in a smaller number
of securities than can a diversified fund. Having a larger percentage
of assets in a smaller number of securities makes a non-diversified
fund, like the Trust, more susceptible to the risk that one single
event or occurrence can have a significant adverse impact upon the
Trust.

Investment and Market Discount Risk. An investment in the Trust’s
common shares is subject to investment risk, including the possible
loss of the entire amount that you invest. As with any stock, the
price of the Trust’s common shares will fluctuate with market
conditions and other factors. If shares are sold, the price received
may be more or less than the original investment. The value of
your investment in the Trust will be reduced immediately
following the initial offering by the amount of the sales load and
the amount of the organizational and offering expenses paid by the
Trust. Common shares are designed for long-term investors and
should not be treated as trading vehicles. Shares of closed-end
management investment companies frequently trade at a discount
from their net asset value. This risk is separate and distinct from
the risk that the Trust’s net asset value could decrease as a result of
its investment activities.  At any point in time an investment in the
Trust’s common shares may be worth less than the original amount
invested, even after taking into account distributions paid by the
Trust. This risk may be greater for investors who sell their common
shares in a relatively short period of time after completion of the
initial offering. The Trust anticipates using leverage, which will
magnify the Trust’s investment, market and certain other risks.

Fixed Income Securities Risks. Fixed income securities in which
the Trust may invest are generally subject to the following risks:

Issuer Risk. The value of fixed income securities may decline for a
number of reasons which directly relate to the issuer, such as
management performance, financial leverage, reduced demand for
the issuer’s goods and services, historical and prospective earnings
of the issuer and the value of the assets of the issuer.

Credit Risk.   Credit risk is the risk that one or more fixed income
securities in the Trust’s portfolio will decline in price or fail to pay
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interest or principal when due because the issuer of the security
experiences a decline in its financial status. Credit risk is increased
when a portfolio security is downgraded or the perceived
creditworthiness of the issuer deteriorates.  To the extent the Trust
invests in below investment grade securities, it will be exposed to a
greater amount of credit risk than a fund which only invests in
investment grade securities. In addition, to the extent the Trust uses
credit derivatives, such use will expose it to additional risk in the
event that the bonds underlying the derivatives default.  See
“Risks—Below Investment Grade Securities Risk.”

Interest Rate Risk. The value of certain fixed income securities in
the Trust’s portfolio could be affected by interest rate fluctuations.
Generally, when market interest rates fall, fixed rate securities
prices rise, and vice versa. Interest rate risk is the risk that the
securities in the Trust’s portfolio will decline in value because of
increases in market interest rates. The prices of longer-term
securities fluctuate more than prices of shorter-term securities as
interest rates change. These risks may be greater in the current
market environment because certain interest rates are near
historically low levels. The Trust’s use of leverage, as described

5
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below, will tend to increase common share interest rate risk.  The
Trust may utilize certain strategies, including taking positions in
futures or interest rate swaps, for the purpose of reducing the
interest rate sensitivity of fixed income securities held by the Trust
and decreasing the Trust’s exposure to interest rate risk. The Trust
is not required to hedge its exposure to interest rate risk and may
choose not to do so. To the extent the Trust holds variable or
floating rate instruments, a decrease (or, in the case of inverse
floating rate securities, an increase) in market interest rates will
adversely affect the income received from such securities , which
may adversly affect the net asset value of the Trust’s common
shares.  See “Risks—Fixed Income Securities Risks—Interest Rate Risk.”

Prepayment Risk. During periods of declining interest rates,
borrowers may exercise their option to prepay principal earlier than
scheduled. For fixed rate securities, such payments often occur
during periods of declining interest rates, forcing the Trust to
reinvest in lower yielding securities, resulting in a possible decline
in the Trust’s income and distributions to shareholders. This is
known as prepayment or “call” risk. Below investment grade
securities frequently have call features that allow the issuer to
redeem the security at dates prior to its stated maturity at a
specified price (typically greater than par) only if certain prescribed
conditions are met (“call protection”).  For premium bonds (bonds
acquired at prices that exceed their par or principal value)
purchased by the Trust, prepayment risk may be enhanced.

Reinvestment Risk. Reinvestment risk is the risk that income from
the Trust’s portfolio will decline if the Trust invests the proceeds
from matured, traded or called fixed income securities at market
interest rates that are below the Trust portfolio’s current earnings
rate.

Duration and Maturity Risk. The Trust has no set policy regarding
portfolio maturity or duration. Holding long duration and long
maturity investments will expose the Trust to certain magnified
risks.

Below Investment Grade Securities Risk.  The Trust may invest in
securities that are rated, at the time of investment, below
investment grade quality (rated “Ba/BB” or below, or unrated but
judged to be of comparable quality by the Advisors), which are
commonly referred to as “junk bonds” and are regarded as
predominantly speculative with respect to the issuer’s capacity to
pay interest and repay principal.  The value of high yield, lower
quality bonds is affected by the creditworthiness of the issuers of
the securities and by general economic and specific industry
conditions.  Issuers of high yield bonds are not perceived to be as
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strong financially as those with higher credit ratings.  These issuers
are more vulnerable to financial setbacks and recession than more
creditworthy issuers, which may impair their ability to make
interest and principal payments. Lower grade securities may be
particularly susceptible to economic downturns. It is likely that an
economic recession could disrupt severely the market for such
securities and may have an adverse impact on the value of such
securities. In addition, it is likely that any such economic downturn
could adversely affect the ability of the issuers of such securities to
repay principal and pay interest thereon and increase the incidence
of default for such securities. The secondary market for lower
grade securities may be less liquid than that for higher rated
securities. Adverse conditions could make it difficult at times for
the Trust to sell certain securities or could result in lower prices
than those used in calculating the Trust’s net asset value. Because of
the substantial risks associated with investments in lower grade
securities, you could lose money on your investment in common
shares of the Trust, both in the short-term and the long-term. To the
extent that the Trust invests in lower grade securities that have not
been rated by a rating agency, the Trust’s ability to achieve its
investment objectives will be more
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dependent on the Advisors’ credit analysis than would be the case
when the Trust invests in rated securities. See “Risks—Below
Investment Grade Securities Risk.”

Mortgage Related Securities Risks. Investing in mortgage-backed
securities (“MBS”) entails various risks. MBS represent an interest in
a pool of mortgages. The risks associated with MBS include: credit
risk associated with the performance of the underlying mortgage
properties and of the borrowers owning these properties; risks
associated with their structure and execution (including the
collateral, the process by which principal and interest payments are
allocated and distributed to investors and how credit losses affect
the return to investors in such MBS); risks associated with the
servicer of the underlying mortgages ; adverse changes in
economic conditions and circumstances, which are more likely to
have an adverse impact on MBS secured by loans on certain types
of commercial properties than on those secured by loans on
residential properties; prepayment risk, which can lead to
significant fluctuations in the value of the mortgage-backed
security; loss of all or part of the premium, if any, paid; and decline
in the market value of the security, whether resulting from changes
in interest rates, prepayments on the underlying mortgage collateral
or perceptions of the credit risk associated with the underlying
mortgage collateral.  In addition, the Trust’s level of investment in
MBS of a particular type or in MBS issued or guaranteed by
affiliated obligors, serviced by the same servicer or backed by
underlying collateral located in a specific geographic region, may
subject the Trust to additional risk.

When market interest rates decline, more mortgages are refinanced
and the securities are paid off earlier than expected. Prepayments
may also occur on a scheduled basis or due to foreclosure. During
such periods, the reinvestment of prepayment proceeds by the
Trust will generally be at lower rates than the rates that were
carried by the obligations that have been prepaid.  When market
interest rates increase, the market values of MBS decline. At the
same time, however, mortgage refinancings and prepayments slow,
lengthening the effective maturities of these securities. As a result,
the negative effect of the rate increase on the market value of MBS
is usually more pronounced than it is for other types of fixed
income securities. Moreover, the relationship between borrower
prepayments and changes in interest rates may mean some
high-yielding mortgage related and other asset-backed securities
have less potential for increases in value if market interest rates
were to fall than conventional bonds with comparable maturities.

MBS generally are classified as either residential mortgage-backed
securities (“RMBS”) or commercial mortgage-backed securities
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(“CMBS”), each of which are subject to certain specific risks as
further described below.

RMBS Risk. Credit-related risk on RMBS arises from losses due to
delinquencies and defaults by the borrowers in payments on the
underlying mortgage loans and breaches by originators and
servicers of their obligations under the underlying documentation
pursuant to which the RMBS are issued. Residential mortgage
loans are obligations of the borrowers thereunder only and are not
typically insured or guaranteed by any other person or entity. The
rate of delinquencies and defaults on residential mortgage loans
and the aggregate amount of the resulting losses will be affected by
a number of factors, including general economic conditions,
particularly those in the area where the related mortgaged property
is located, the level of the borrower’s equity in the mortgaged
property and the individual financial circumstances of the
borrower. If a residential mortgage loan is in default, foreclosure
on the related residential property may be a lengthy and difficult
process involving significant legal and other expenses. The net
proceeds obtained by the holder on a residential mortgage loan
following the foreclosure
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on the related property may be less than the total amount that
remains due on the loan. The prospect of incurring a loss upon the
foreclosure of the related property may lead the holder of the
residential mortgage loan to restructure the residential mortgage
loan or otherwise delay the foreclosure process. Non-agency
RMBS ( which are RMBS issued by  non-governmental issuers )
have no direct or indirect government guarantees of payment and
are subject to various risks as described herein.  See
“Risks—Mortgage Related Securities Risks—RMBS Risk.”

CMBS Risk. CMBS are, generally, securities backed by
obligations (including certificates of participation in obligations)
that are principally secured by mortgages on real property or
interests therein having a multifamily or commercial use, such as
regional malls, other retail space, office buildings, industrial or
warehouse properties, hotels, nursing homes and senior living
centers. The market for CMBS developed more recently and, in
terms of total outstanding principal amount of issues, is relatively
small compared to the market for single-family RMBS . CMBS are
subject to particular risks, including lack of standardized terms,
shorter maturities than residential mortgage loans and payment of
all or substantially all of the principal only at maturity rather than
regular amortization of principal. Additional risks may be
presented by the type and use of a particular commercial property.
Adverse changes in economic conditions and circumstances are
more likely to have an adverse impact on MBS secured by loans on
commercial properties than on those secured by loans on
residential properties. See “Risks—Mortgage Related Securities
Risks—CMBS Risk.”

Mortgage Loan Market Risk.  In recent years, the residential
mortgage market in the United States has experienced difficulties
that may adversely affect the performance and market value of
certain mortgages and mortgage related securities. Delinquencies
and losses on residential mortgage loans (especially sub-prime and
second lien mortgage loans) generally have increased recently and
may continue to increase, and a decline in or flattening of housing
values (as has recently been experienced and may continue to be
experienced in many housing markets) may exacerbate such
delinquencies and losses. If the economy of the United States
further deteriorates, the incidence of mortgage foreclosures,
especially sub-prime mortgages, may continue to increase, which
may adversely affect the value of any RMBS owned by the Trust.

Any increase in prevailing market interest rates, which are
currently near historical lows, may result in increased payments for
borrowers who have adjustable-rate mortgage loans. Moreover,
with respect to hybrid mortgage loans after their initial fixed rate
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period or other adjustable-rate mortgage loans, interest-only
products or products having a lower rate, and with respect to
mortgage loans with a negative amortization feature which reach
their negative amortization cap, borrowers may experience a
substantial increase in their monthly payment even without an
increase in prevailing market interest rates. Increases in payments
for borrowers may result in increased rates of delinquencies and
defaults on residential mortgage loans underlying the non-agency
RMBS.

New laws, legislation or other government regulations, including
those promulgated in furtherance of a “bailout” or “rescue” plan to
address the crisis and distress in the residential mortgage loan
sector, may result in a reduction of available transactional
opportunities for the Trust, or an increase in the cost associated
with such transactions. Any such law, legislation or regulation may
adversely affect the market value of RMBS.  See “Risks—Mortgage
Related Securities Risks—Mortgage Loan Market Risk.”

Stripped MBS Risk.  Stripped MBS may be subject to additional
risks.  One type

8

Edgar Filing: BlackRock Multi-Sector Income Trust - Form N-2/A

25



of stripped mortgage-backed security pays to one class all of the
interest from the mortgage assets (the interest only or “IO” class),
while the other class will receive all of the principal (the principal
only or “PO” class). The yield to maturity on an IO class is extremely
sensitive to the rate of principal payments (including prepayments)
on the underlying mortgage assets and a rapid rate of principal
payments may have a material adverse effect on the Trust’s yield to
maturity from these securities. If the assets underlying the IO class
experience greater than anticipated prepayments of principal, the
Trust may fail to recoup fully, or at all, its initial investment in
these securities. Conversely, PO class securities tend to decline in
value if prepayments are slower than anticipated.

Collateralized Mortgage Obligations Risk. There are certain risks
associated specifically with collateralized mortgage obligations
(“CMOs”). CMOs are debt obligations collateralized by mortgage
loans or mortgage pass-through securities. The average life of a
CMO is determined using mathematical models that incorporate
prepayment assumptions and other factors that involve estimates of
future economic and market conditions. Actual future results may
vary from these estimates , particularly during periods of extreme
market volatility. Further, under certain market conditions, such as
those that occurred during the recent downturn in the mortgage
markets, the average weighted life of certain CMOs may not
accurately reflect the price volatility of such securities. CMOs
issued by private entities are not obligations issued or guaranteed
by the U.S. Government, its agencies or instrumentalities and are
not guaranteed by any government agency, although the securities
underlying a CMO may be subject to a guarantee. Therefore, if the
collateral securing the CMO, as well as any third party credit
support or guarantees, is insufficient to make payments when due,
the holder could sustain a loss. Inverse floating rate CMOs are
subject to additional risks.  See “Risks—Mortgage Related Securities
Risks—CMO Risk.”

ABS Risk. ABS involve certain risks in addition to those presented
by MBS. There is the possibility that recoveries on the underlying
collateral may not, in some cases, be available to support payments
on these securities. Relative to MBS, ABS may provide the Trust
with a less effective security interest in the underlying collateral
and are more dependent on the borrower’s ability to pay.  The
collateral underlying ABS may constitute assets related to a wide
range of industries and sectors, such as credit card and automobile
receivables.  See “Risks—ABS Risk.”

CLO Risk .  In addition to the general risks associated with fixed
income securities discussed herein, CLOs carry additional risks,
including: (i) the possibility that distributions from collateral
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securities will not be adequate to make interest or other payments;
(ii) the quality of the collateral may decline in value or default; (iii)
the possibility that the CLO securities are subordinate to other
classes; and (iv) the complex structure of the security may not be
fully understood at the time of investment and may produce
disputes with the issuer or unexpected investment results. The
credit quality of CLOs depends primarily upon the quality of the
underlying assets and the level of credit support and/or
enhancement provided. The underlying assets (e.g., loans ) of
CLOs are subject to prepayments, which shorten the weighted
average maturity and may lower the return of the securities issued
by the CLOs.  The value of CLO securities also may change
because of changes in the market’s perception of the
creditworthiness of the servicing agent for the pool, the originator
of the pool, or the financial institution or fund providing the credit
support or enhancement. Furthermore, the leveraged nature of each
subordinated class may magnify the adverse impact on such class
of changes in the value of the assets, changes in the distributions on
the assets, defaults and recoveries on the assets, capital gains and
losses on the assets, prepayment on assets and availability, price
and interest rates of assets.  CLOs are typically privately offered
and sold, and thus are not
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registered under the securities laws. As a result, investments in
CLOs may be characterized by the Trust as illiquid securities;
however, an active dealer market may exist which would allow
such securities to be considered liquid in some circumstances.
Finally, CLOs are limited recourse and may not be paid in full and
may be subject to up to 100% loss.  See “Risks—CLO Risk.”

U.S. Government Securities Risk.  U.S. Government debt securities
generally involve lower levels of credit risk than other types of
fixed income securities of similar maturities, although, as a result,
the yields available from U.S. Government debt securities are
generally lower than the yields available from such other securities.
Like other fixed income securities, the values of U.S. Government
securities change as interest rates fluctuate.   On August 5, 2011,
S&P lowered its long-term sovereign credit rating on U.S.
Government debt to “AA+” from “AAA” with a negative
outlook.  Moody’s affirmed the Aaa long-term sovereign credit
rating of U.S. Government debt on November 21, 2011 while
maintaining its negative outlook.  The downgrade by S&P and any
future downgrades by other rating agencies could increase
volatility in both stock and bond markets, result in higher interest
rates and higher Treasury yields and increase borrowing costs
generally.  These events could have significant adverse effects on
the economy generally and could result in significant adverse
impacts on securities issuers and the Trust.  The Advisors cannot
predict the effects of these or similar events in the future on the
U.S. economy and securities markets or on the Trust’s portfolio.

Senior Loans Risk.  Senior Loans typically hold the most senior
position in the capital structure of the issuing entity, are typically
secured with specific collateral and typically have a claim on the
assets and/or stock of the borrower that is senior to that held by
subordinated debt holders and stockholders of the borrower. The
Trust’s investments in Senior Loans are typically below investment
grade and are considered speculative because of the credit risk of
their issuer.  The risks associated with Senior Loans are similar to
the risks of below investment grade fixed income securities,
although Senior Loans are typically senior and secured in contrast
to other below investment grade fixed income securities, which are
often subordinated and unsecured.  Senior Loans’ higher standing
has historically resulted in generally higher recoveries in the event
of a corporate reorganization. Although the Senior Loans in which
the Trust will invest generally will be secured by specific
collateral, there can be no assurance that liquidation of such
collateral would satisfy the Borrower’s obligation in the event of
non-payment of scheduled interest or principal or that such
collateral could be readily liquidated. In the event of the
bankruptcy of a Borrower, the Trust could experience delays or
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limitations with respect to its ability to realize the benefits of the
collateral securing a Senior Loan. In addition, because their interest
payments are typically adjusted for changes in short-term interest
rates, investments in Senior Loans generally have less interest rate
risk than other below investment grade fixed income securities,
which may have fixed interest rates. 

The Trust may acquire Senior Loan assignments or participations.
The purchaser of an assignment typically succeeds to all the rights
and obligations of the assigning institution and becomes a lender
under the credit agreement with respect to the debt obligation;
however, the purchaser’s rights can be more restricted than those of
the assigning institution. A participation typically results in a
contractual relationship only with the institution participating out
the interest, not with the Borrower. In purchasing participations,
the Trust generally will have no right to enforce compliance by the
Borrower with the terms of the loan agreement against the
Borrower and the Trust may not directly benefit from the collateral
supporting the debt obligation in which it has purchased the
participation. As a result, the Trust will be exposed to the credit
risk of both the Borrower and the institution selling the
participation. See “Risks—Senior Loans
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Risk.”

Second Lien Loans Risk. Second Lien Loans generally are subject
to similar risks as those associated with investments in Senior
Loans. Because Second Lien Loans are subordinated or unsecured
and thus lower in priority of payment to Senior Loans, they are
subject to the additional risk that the cash flow of the borrower and
property securing the loan or debt, if any, may be insufficient to
meet scheduled payments after giving effect to the senior secured
obligations of the borrower. This risk is generally higher for
subordinated unsecured loans or debt, which are not backed by a
security interest in any specific collateral. Second Lien Loans
generally have greater price volatility than Senior Loans and may
be less liquid. Second Lien Loans share the same risks as other
below investment grade securities.

Corporate Bonds Risk. The market value of a corporate bond
generally may be expected to rise and fall inversely with interest
rates. The market value of intermediate and longer term corporate
bonds is generally more sensitive to changes in interest rates than is
the market value of shorter term corporate bonds. The market value
of a corporate bond also may be affected by factors directly related
to the issuer, such as investors’ perceptions of the creditworthiness
of the issuer, the issuer’s financial performance, perceptions of the
issuer in the market place, performance of management of the
issuer, the issuer’s capital structure and use of financial leverage
and demand for the issuer’s goods and services. Certain risks
associated with investments in corporate bonds are described
elsewhere in this Prospectus in further detail, including under
“Credit Risk,” “Interest Rate Risk,” “Prepayment Risk,” “Inflation Risk”
and “Deflation Risk. ” There is a risk that the issuers of corporate
bonds may not be able to meet their obligations on interest or
principal payments at the time called for by an instrument.
Corporate bonds of below investment grade quality are often high
risk and have speculative characteristics and may be particularly
susceptible to adverse issuer-specific developments. Corporate
bonds of below investment grade quality are subject to the risks
described herein under “Below Investment Grade Securities Risk.”

Preferred Securities Risk. There are special risks associated with
investing in preferred securities, including deferral, subordination,
limited voting rights, special redemption rights and risks associated
with new types of securities.  See “Risks—Preferred Securities Risk.”

Convertible Securities Risk. Convertible securities generally offer
lower interest or dividend yields than non-convertible securities of
similar quality. As with all fixed income securities, the market
values of convertible securities tend to decline as interest rates
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increase and, conversely, to increase as interest rates decline.
However, when the market price of the common stock underlying a
convertible security exceeds the conversion price, the convertible
security tends to reflect the market price of the underlying common
stock. As the market price of the underlying common stock
declines, the convertible security tends to trade increasingly on a
yield basis and thus may not decline in price to the same extent as
the underlying common stock.  Synthetic convertible securities are
subject to additional risks, including risks associated with
derivatives.  See “Risks—Convertible Securities Risk.”

REITs Risk. To the extent that the Trust invests in real estate
related investments, including real estate investment trusts
(“REITs”), it will be subject to the risks associated with owning real
estate and with the real estate industry generally. These include
difficulties in valuing and disposing of real estate, the possibility of
declines in the value of real estate, risks related to general and local
economic conditions, the possibility of adverse changes in the
climate for real estate, environmental liability risks, the risk of
increases in property taxes and
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operating expenses, possible adverse changes in zoning laws, the
risk of casualty or condemnation losses, limitations on rents, the
possibility of adverse changes in interest rates and in the credit
markets and the possibility of borrowers paying off mortgages
sooner than expected, which may lead to reinvestment of assets at
lower prevailing interest rates. To the extent that the Trust invests
in REITs, it will also be subject to the risk that a REIT may default
on its obligations or go bankrupt. REITs are generally not taxed on
income timely distributed to shareholders, provided they comply
with the applicable requirements of the Internal Revenue Code of
1986, as amended (the “Code”). By investing in REITs indirectly
through the Trust, a shareholder will bear not only his or her
proportionate share of the expenses of the Trust, but also,
indirectly, similar expenses of the REITs.  Mortgage REITs are
pooled investment vehicles that invest the majority of their assets
in real property mortgages and which generally derive income
primarily from interest payments thereon. Investing in mortgage
REITs involves certain risks related to investing in real property
mortgages. In addition, mortgage REITs must satisfy highly
technical and complex requirements in order to qualify for the
favorable tax treatment accorded to REITs under the Code.  No
assurances can be given that a mortgage REIT in which the Trust
invests will be able to continue to qualify as a REIT or that
complying with the REIT requirements under the Code will not
adversely affect such REIT’s ability to execute its business plan.

Municipal Securities Risk. Municipal securities involve certain
risks. The amount of public information available about the
municipal securities to which the Trust is economically exposed is
generally less than that for corporate equities or bonds, and the
investment performance of the Trust may therefore be more
dependent on the analytical abilities of the Advisors than would be
a stock fund or a taxable bond fund. The secondary market for
municipal securities, particularly the below investment grade
securities to which the Trust may be economically exposed, also
tends to be less well-developed or liquid than many other securities
markets, which may adversely affect the Trust’s ability to sell such
securities at prices approximating those at which the Trust may
currently value them.

In addition, many state and municipal governments that issue
securities are under significant economic and financial stress and
may not be able to satisfy their obligations. The ability of
municipal issuers to make timely payments of interest and principal
may be diminished during general economic downturns and as
governmental cost burdens are reallocated among federal, state and
local governments. The taxing power of any governmental entity
may be limited by provisions of state constitutions or laws and an
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entity’s credit will depend on many factors, including the entity’s tax
base, the extent to which the entity relies on federal or state aid and
other factors which are beyond the entity’s control. In addition, laws
enacted in the future by Congress or state legislatures or referenda
could extend the time for payment of principal and/or interest, or
impose other constraints on enforcement of such obligations or on
the ability of municipalities to levy taxes. Issuers of municipal
securities might seek protection under bankruptcy laws. In the
event of bankruptcy of such an issuer, holders of municipal
securities could experience delays in collecting principal and
interest and such holders may not be able to collect all principal
and interest to which they are entitled.

The Trust may invest in taxable municipal securities, including
Build America Bonds (“BABs”). BABs are taxable municipal
obligations issued pursuant to legislation providing for the issuance
of taxable municipal debt on which the issuer receives federal
support of the interest paid. The issuance of BABs was
discontinued on December 31, 2010. Under the sequestration
process under the Budget Control Act of 2011, 7.6% of the federal
subsidy for BABs and other
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subsidized taxable municipal bonds could be eliminated beginning
on March 1, 2013.

Unrated Securities Risk. Because the Trust may purchase securities
that are not rated by any rating organization, the Advisors may,
after assessing their credit quality, internally assign ratings to
certain of those securities in categories similar to those of rating
organizations.  Some unrated securities may not have an active
trading market or may be difficult to value, which means the Trust
might have difficulty selling them promptly at an acceptable price.
To the extent that the Trust invests in unrated securities, the Trust’s
ability to achieve its investment objectives will be more dependent
on the Advisors’ credit analysis than would be the case when the
Trust invests in rated securities.

Distressed and Defaulted Securities Risk. Investments in the
securities of financially distressed issuers involve substantial risks.
These securities may present a substantial risk of default or may be
in default at the time of investment. The Trust may incur additional
expenses to the extent it is required to seek recovery upon a default
in the payment of principal or interest on its portfolio holdings. In
any reorganization or liquidation proceeding relating to a portfolio
company, the Trust may lose its entire investment or may be
required to accept cash or securities with a value less than its
original investment. Among the risks inherent in investments in a
troubled entity is the fact that it frequently may be difficult to
obtain information as to the true financial condition of such issuer.
The Advisors’ judgment about the credit quality of the issuer and
the relative value and liquidity of its securities may prove to be
wrong.

Non-U.S. Securities Risk. The Trust may invest in securities of
non-U.S. issuers (“ Non-U.S. Securities ”) . Such investments involve
certain risks not involved in domestic investments. Securities
markets in foreign countries often are not as developed, efficient or
liquid as securities markets in the United States, and therefore, the
prices of Non-U.S. Securities can be more volatile. Certain foreign
countries may impose restrictions on the ability of issuers of
Non-U.S. Securities to make payments of principal and interest to
investors located outside the country. In addition, the Trust will be
subject to risks associated with adverse political and economic
developments in foreign countries, which could cause the Trust to
lose money on its investments in Non-U.S. Securities. Because
evidences of ownership of such securities usually are held outside
the United States, the Trust will be subject to additional risks if it
invests in Non-U.S. Securities, which include adverse political and
economic developments, seizure or nationalization of foreign
deposits and adoption of governmental restrictions which might
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adversely affect or restrict the payment of principal and interest on
the foreign securities to investors located outside the country of the
issuer, whether from currency blockage or otherwise. Non-U.S.
Securities may trade on days when the Trust’s common shares are
not priced.

Emerging Markets Risk. The Trust may invest in Non-U.S.
Securities of issuers in so-called “emerging markets” (or lesser
developed countries). Such investments are particularly speculative
and entail all of the risks of investing in Non-U.S. Securities but to
a heightened degree. “Emerging market” countries generally include
every nation in the world except developed countries, that is, the
United States, Canada, Japan, Australia, New Zealand and most
countries located in Western Europe. Foreign investment in certain
emerging market countries may be restricted or controlled to
varying degrees. These restrictions or controls may at times limit or
preclude foreign investment in certain emerging market issuers and
increase the costs and expenses of the Trust. Certain emerging
market countries require governmental approval prior to
investments by foreign persons in a particular issuer, limit the
amount of investment by foreign persons in a particular issuer,
limit the investment by foreign persons only to a specific
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class of securities of an issuer that may have less advantageous
rights than the classes available for purchase by domiciliaries of
the countries and/or impose additional taxes on foreign investors.

Foreign Currency Risk. Because the Trust may invest in securities
denominated or quoted in currencies other than the U.S. dollar,
changes in foreign currency exchange rates may affect the value of
securities in the Trust and the unrealized appreciation or
depreciation of investments. Currencies of certain countries may be
volatile and therefore may affect the value of securities
denominated in such currencies, which means that the Trust’s net
asset value could decline as a result of changes in the exchange
rates between foreign currencies and the U.S. dollar. The Advisors
may, but are not required to, elect for the Trust to seek to protect
itself from changes in currency exchange rates through hedging
transactions depending on market conditions. In addition, certain
countries, particularly emerging market countries, may impose
foreign currency exchange controls or other restrictions on the
transferability, repatriation or convertibility of currency.

Sovereign Government and Supranational Debt Risk.  Investments
in sovereign debt involve special risks. Foreign governmental
issuers of debt or the governmental authorities that control the
repayment of the debt may be unable or unwilling to repay
principal or pay interest when due. In the event of default, there
may be limited or no legal recourse in that, generally, remedies for
defaults must be pursued in the courts of the defaulting party.
Political conditions, especially a sovereign entity’s willingness to
meet the terms of its debt obligations, are of considerable
significance. The ability of a foreign sovereign issuer, especially an
emerging market country, to make timely payments on its debt
obligations will also be strongly influenced by the sovereign
issuer’s balance of payments, including export performance, its
access to international credit facilities and investments, fluctuations
of interest rates and the extent of its foreign reserves. The cost of
servicing external debt will also generally be adversely affected by
rising international interest rates, as many external debt obligations
bear interest at rates which are adjusted based upon international
interest rates. Foreign investment in certain sovereign debt is
restricted or controlled to varying degrees, including requiring
governmental approval for the repatriation of income, capital or
proceeds of sales by foreign investors. See “Risks—Sovereign
Government and Supranational Debt Risk.”

Leverage Risk.  The use of leverage creates an opportunity for
increased common share net investment income dividends, but also
creates risks for the holders of common shares.
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There is no assurance that the Trust’s intended leveraging strategy
will be successful. Leverage involves risks and special
considerations for common shareholders, including:

·      the likelihood of greater volatility of net asset value, market
price and dividend rate of the common shares than a comparable
portfolio without leverage;

·      the risk that fluctuations in interest rates on borrowings and
short-term debt or in the interest or dividend rates on any leverage
that the Trust must pay will reduce the return to the common
shareholders;

·      the effect of leverage in a declining market, which is likely to
cause a greater decline in the net asset value of the common shares
than if the Trust were not leveraged, which may result in a greater
decline in the market price of the common shares;
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·      when the Trust uses financial leverage, the management fee
and sub-advisory fees payable to the Advisors will be higher than if
the Trust did not use leverage; and

·      leverage may increase operating costs, which may reduce total
return.

The Trust currently anticipates that it will use leverage through
reverse repurchase agreements and/or dollar rolls and the Trust
may also borrow from banks or other financial institutions and/or
issue preferred shares as described in this Prospectus.  Certain
types of leverage used by the Trust may result in the Trust being
subject to covenants relating to asset coverage and portfolio
composition requirements. The Trust may be subject to certain
restrictions on investments imposed by guidelines of one or more
rating agencies, which may issue ratings for any debt securities or
preferred shares issued by the Trust. The terms of any borrowings
or these rating agency guidelines may impose asset coverage or
portfolio composition requirements that are more stringent than
those imposed by the Investment Company Act. The Advisors do
not believe that these covenants or guidelines will impede them
from managing the Trust’s portfolio in accordance with the Trust’s
investment objectives and policies. See “Risks—Leverage Risk.”

Risks associated with reverse repurchase agreements and dollar
rolls are discussed under “Risks—Reverse Repurchase Agreement
Risk” and “Risks—Dollar Roll Transaction Risk” respectively.

Inverse Floater and Related Securities Risk.  Investments in inverse
floaters, residual interest tender option bonds and similar
instruments expose the Trust to the same risks as investments in
fixed income securities and derivatives, as well as other risks,
including those associated with leverage and increased volatility.
An investment in these securities typically will involve greater risk
than an investment in a fixed rate security. Distributions on inverse
floaters, residual interest tender option bonds and similar
instruments will typically bear an inverse relationship to short term
interest rates and typically will be reduced or, potentially,
eliminated as interest rates rise. Inverse floaters, residual interest
tender option bonds and similar instruments will underperform the
market for fixed rate securities in a rising interest rate
environment.   Inverse floaters may be considered to be leveraged
to the extent that their interest rates vary by a magnitude that
exceeds the magnitude of the change in a reference rate of interest
(typically a short term interest rate). The leverage inherent in
inverse floaters is associated with greater volatility in their market
values. Investments in inverse floaters, residual interest tender
option bonds and similar instruments that have fixed income

Edgar Filing: BlackRock Multi-Sector Income Trust - Form N-2/A

38



securities underlying them will expose the Trust to the risks
associated with those fixed income securities and the values of
those investments may be especially sensitive to changes in
prepayment rates on the underlying fixed income securities.

Inflation-Indexed Bonds Risk. Inflation-indexed securities are
subject to the effects of changes in market interest rates caused by
factors other than inflation (real interest rates). In general, the value
of an inflation-indexed security tends to decrease when real interest
rates increase and can increase when real interest rates decrease.
Thus generally, during periods of rising inflation, the value of
inflation-indexed securities will tend to increase and during periods
of deflation, their value will tend to decrease. Interest payments on
inflation-indexed securities are unpredictable and will fluctuate as
the principal and interest are adjusted for inflation. There can be no
assurance that the inflation index used will accurately measure the
real rate of inflation in the prices of goods and services. Increases
in the principal value of U.S. Treasury inflation-indexed bonds due
to inflation are considered taxable ordinary income for the amount
of the increase in the calendar
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year.  In order to receive the special treatment accorded to
“regulated investment companies”(“RICs”) and their shareholders
under the Code and to avoid U.S. federal income and/or excise
taxes at the Trust level, the Trust may be required to distribute this
income to shareholders in the tax year in which the income is
recognized (without a corresponding receipt of cash). Therefore,
the Trust may be required to pay out as an income distribution in
any such tax year an amount greater than the total amount of cash
income the Trust actually received, and to sell portfolio securities,
including at potentially disadvantageous times or prices, to obtain
cash needed for these income distributions.  See
“Risks—Inflation-Indexed Bonds Risk.”

Strategic Transactions and Derivatives Risk. The Trust may engage
in various Strategic Transactions for duration management and
other risk management purposes, including to attempt to protect
against possible changes in the market value of the Trust’s portfolio
resulting from trends in the fixed income securities markets and
changes in interest rates or to protect the Trust’s unrealized gains in
the value of its portfolio securities, to facilitate the sale of portfolio
securities for investment purposes, to establish a position in the
securities markets as a temporary substitute for purchasing
particular securities or to enhance income or gain. The use of
Strategic Transactions to enhance current income may be
particularly speculative. Strategic Transactions involve risks . The
risks associated with derivatives transactions include the imperfect
correlation between the value of such instruments and the
underlying assets, the possible default of the counterparty to the
transaction ,  illiquidity of the derivative instruments , and  high
volatility losses caused by unanticipated market movements, which
are potentially unlimited .  Furthermore, the Trust’s ability to
successfully use Strategic Transactions depends on the Advisors’
ability to predict pertinent securities prices, interest rates, currency
exchange rates and other economic factors , which cannot be
assured. The use of Strategic Transactions may result in losses
greater than if they had not been used, may require the Trust to sell
or purchase portfolio securities at inopportune times or for prices
other than current market values, may limit the amount of
appreciation the Trust can realize on an investment or may cause
the Trust to hold a security that it might otherwise sell.
Additionally, segregated liquid assets, amounts paid by the Trust as
premiums and cash or other assets held in margin accounts with
respect to Strategic Transactions are not otherwise available to the
Trust for investment purposes. See “Risks—Strategic Transactions and
Derivatives Risk.”

Swaps Risk. Swaps are types of derivatives.  In order to seek to
hedge the value of the Trust’s portfolio, to hedge against increases
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in the Trust’s cost associated with the interest payments on its
outstanding borrowings or to seek to increase the Trust’s return, the
Trust may enter into interest rate swap, total return swap or credit
default swap transactions.  In interest rate swap transactions, there
is a risk that yields will move in the direction opposite of the
direction anticipated by the Trust, which would cause the Trust to
make payments to its counterparty in the transaction that could
adversely affect Trust performance. In addition to the risks
applicable to swaps generally (including counterparty risk,
liquidity risk and credit risk), credit default swap transactions
involve special risks because they are difficult to value, are highly
susceptible to liquidity and credit risk, and generally pay a return to
the party that has paid the premium only in the event of an actual
default by the issuer of the underlying obligation (as opposed to a
credit downgrade or other indication of financial difficulty).  Total
return swap agreements may effectively add leverage to the Trust’s
portfolio because, in addition to its Managed Assets , the Trust
would be subject to investment exposure on the notional amount of
the swap.  Total return swap agreements are subject to the risk that
a counterparty will default on its payment obligations to the Trust
thereunder.  The Trust is not required to enter into swap
transactions for
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hedging purposes or to enhance income or gain and may choose
not to do so. See “Risks—Swaps Risk.”

Structured Investments Risks. The Trust may invest in structured
products, including structured notes, credit-linked notes and other
types of structured products. Holders of structured products bear
risks of the underlying investments, index or reference obligation
and are subject to counterparty risk. The Trust may have the right
to receive payments only from the structured product and generally
does not have direct rights against the issuer or the entity that sold
the assets to be securitized. While certain structured products
enable the investor to acquire interests in a pool of securities
without the brokerage and other expenses associated with directly
holding the same securities, investors in structured products
generally pay their share of the structured product’s administrative
and other expenses. Although it is difficult to predict whether the
prices of indices and securities underlying structured products will
rise or fall, these prices (and, therefore, the prices of structured
products) will be influenced by the same types of political and
economic events that affect issuers of securities and capital markets
generally. If the issuer of a structured product uses shorter term
financing to purchase longer term securities, the issuer may be
forced to sell its securities at below market prices if it experiences
difficulty in obtaining such financing, which may adversely affect
the value of the structured products owned by the Trust.  See
“Risks—Structured Investments Risks.”

Reverse Repurchase Agreements Risk. Reverse repurchase
agreements involve the risks that the interest income earned on the
investment of the proceeds will be less than the interest expense of
the Trust, that the market value of the securities sold by the Trust
may decline below the price at which the Trust is obligated to
repurchase the securities and that the securities may not be returned
to the Trust. There is no assurance that reverse repurchase
agreements can be successfully employed.

Dollar Roll Transactions Risk. Dollar roll transactions involve the
risk that the market value of the securities the Trust is required to
purchase may decline below the agreed upon repurchase price of
those securities.  If the broker/dealer to which the Trust sells
securities becomes insolvent, the Trust’s right to purchase or
repurchase securities may be restricted.  Successful use of dollar
rolls may depend upon the Advisors’ ability to predict correctly
interest rates and prepayments.  There is no assurance that dollar
rolls can be successfully employed.  

Risk Associated with Recent Market Events.  The debt and equity
capital markets in the United States have been negatively impacted
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by significant write-offs in the financial services sector relating to
sub-prime mortgages and the repricing of credit risk in the broadly
syndicated market, among other things.  These events, along with
the downgrade to the United States credit rating, deterioration of
the housing market, the failure of major financial institutions and
the resulting United States federal government actions have led to
worsening general economic conditions, which have materially and
adversely impacted the broader financial and credit markets and
have reduced the availability of debt and equity capital for the
market as a whole and financial firms in particular.  These events
have been adversely affecting the willingness of some lenders to
extend credit in general, which may make it more difficult for
issuers of fixed income securities to obtain financings or
refinancings for their investment or lending activities or
operations.  There is a risk that such issuers will be unable to
successfully complete such financings or refinancings.  In
particular, because of the current conditions in the credit markets,
issuers of fixed income securities may be subject to increased cost
for debt, tightening underwriting standards and reduced liquidity
for loans they make, securities they purchase and securities they  
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issue.  These events may increase the volatility of the value of
securities owned by the Trust and/or result in sudden and
significant valuation increases or declines in its portfolio.  These
events also may make it more difficult for the Trust to accurately
value its securities or to sell its securities on a timely basis.  In
addition, illiquidity and volatility in the credit markets may directly
and adversely affect the setting of dividend rates on the common
shares. These events have adversely affected the broader economy,
and may continue to do so, which may adversely affect the ability
of issuers of securities owned by the Trust to make payments of
principal and interest when due, lead to lower credit ratings and
increase defaults.  There is also a risk that developments in sectors
of the credit markets in which the Trust does not invest may
adversely affect the liquidity and the value of securities in sectors
of the credit markets in which the Trust does invest, including
securities owned by Trust.

While the extreme volatility and disruption that U.S. and global
markets experienced for an extended period of time beginning in
2007 and 2008 has generally subsided, uncertainty and periods of
volatility remain, and risks to a robust resumption of growth
persist.  In 2010, several European Union (“EU”) countries, including
Greece, Ireland, Italy, Spain and Portugal, began to face budget
issues, some of which may have negative long-term effects for the
economies of those countries and other EU countries.  There is
continued concern about national-level support for the Euro and the
accompanying coordination of fiscal and wage policy among
European Economic and Monetary Union member
countries.  Moreover, recent downgrades to the credit ratings of
major banks could result in increased borrowing costs for such
banks and negatively affect the broader economy.  A return to
unfavorable economic conditions could impair the Trust’s ability to
achieve its investment objectives.

General market uncertainty and consequent repricing of risk have
led to market imbalances of sellers and buyers, which in turn have
resulted in significant valuation uncertainties in a variety of fixed
income securities and significant and rapid value decline in certain
instances.  These conditions resulted in, and in many cases
continue to result in, greater price volatility, less liquidity,
widening credit spreads and a lack of price transparency, with
many fixed income securities remaining illiquid and of uncertain
value.  Such market conditions may make valuation of some of the
Trust’s securities uncertain and/or result in sudden and significant
valuation increases or declines in its holdings.  If there is a
significant decline in the value of the Trust’s portfolio, this may
impact the asset coverage levels for the Trust’s outstanding
leverage.
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Market Disruption and Geopolitical Risk. The aftermath of the war
in Iraq, instability in Afghanistan, Pakistan, Egypt, Libya, Syria
and the Middle East, possible terrorist attacks in the United States
and around the world, growing social and political discord in the
United States, the European debt crisis, further downgrades of U.S.
Government securities and other similar events may result in
market volatility, may have long-term effects on the U.S. and
worldwide financial markets and may cause further economic
uncertainties in the United States and worldwide. The Trust does
not know how long the securities markets may be affected by these
events and cannot predict the effects of these events or similar
events in the future on the U.S. economy and securities markets.
See “Risks—Market Disruption and Geopolitical Risk.”

Regulation and Government Intervention Risk.  The recent
instability in the financial markets discussed above has led the U.S.
Government and certain foreign governments to take a number of
unprecedented actions designed to support certain financial
institutions and segments of the financial markets that have
experienced extreme volatility, and in some cases a lack of
liquidity, including through direct purchases of equity and debt
securities.  Federal, state,
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and other governments, their regulatory agencies or self-regulatory
organizations may take actions that affect the regulation of the
issuers in which the Trust invests in ways that are
unforeseeable.  Legislation or regulation may also change the way
in which the Trust is regulated.  Such legislation or regulation
could limit or preclude the Trust’s ability to achieve its investment
objectives.   See “Risks—Regulation and Government Intervention
Risk.”

Legal, Tax and Regulatory Risks.  Legal, tax and regulatory
changes could occur that may materially adversely affect the
Trust.  For example, the regulatory and tax environment for
derivative instruments in which the Trust may participate is
evolving, and changes in the regulation or taxation of derivative
instruments may materially adversely affect the value of derivative
instruments held by the Trust and the ability of the Trust to pursue
its investment strategies.  

To qualify for the favorable U.S. federal income tax treatment
generally accorded to RICs , the Trust must, among other things,
derive in each taxable year at least 90% of its gross income from
certain prescribed sources and distribute for each taxable year at
least 90% of its “investment company taxable income” (generally,
ordinary income plus the excess, if any, of net short-term capital
gain over net long-term capital loss).  If for any taxable year the
Trust does not qualify as a RIC , all of its taxable income for that
year (including its net capital gain) would be subject to tax at
regular corporate rates without any deduction for distributions to
shareholders, and such distributions would be taxable as ordinary
dividends to the extent of the Trust’s current and accumulated
earnings and profits.

Potential Conflicts of Interest of the Advisors and
Others. BlackRock, Inc. (“BlackRock”) and BlackRock’s affiliates
(“Affiliates”) are involved worldwide with a broad spectrum of
financial services and asset management activities and may engage
in the ordinary course of business in activities in which their
interests or the interests of their clients may conflict with those of
the Trust. BlackRock and its Affiliates may provide investment
management services to other funds and discretionary managed
accounts that follow an investment program similar to that of the
Trust. Subject to the requirements of the Investment Company Act,
BlackRock and its Affiliates intend to engage in such activities and
may receive compensation from third parties for their services.
Neither BlackRock nor its Affiliates are under any obligation to
share any investment opportunity, idea or strategy with the Trust.
As a result, BlackRock and its Affiliates may compete with the
Trust for appropriate investment opportunities. The results of the
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Trust’s investment activities, therefore, may differ from those of an
Affiliate or another account managed by an Affiliate, and it is
possible that the Trust could sustain losses during periods in which
one or more Affiliates and other accounts achieve profits on their
trading for proprietary or other accounts. The Investment Company
Act imposes limitations on certain transactions between a
registered investment company and affiliated persons of the
investment company , as well as affiliated persons of such
affiliated persons.  Among others, affiliated persons of an
investment company include its investment adviser ; officers ;
directors/trustees ; any person who directly or indirectly controls, is
controlled by or is under common control with such investment
company ; any person directly or indirectly owning, controlling or
holding with power to vote, five percent or more of the outstanding
voting securities of such investment company ; and any person five
percent or more of whose outstanding voting securities are directly
or indirectly owned, controlled or held with power to vote, by such
investment company. BlackRock has adopted policies and
procedures designed to address potential conflicts of interests. For
additional information about potential conflicts of interest and the
way in which BlackRock addresses such conflicts, please see
“Conflicts of Interest” and “Management of the Trust— Portfolio
Management —Potential Material Conflicts of Interest” in the SAI.
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Anti-Takeover Provisions Risk.  The Trust’s Agreement and
Declaration of Trust and Bylaws include provisions that could limit
the ability of other entities or persons to acquire control of the
Trust or convert the Trust to open-end status or to change the
composition of the Board. Such provisions could limit the ability of
shareholders to sell their shares at a premium over prevailing
market prices by discouraging a third party from seeking to obtain
control of the Trust. See “Certain Provisions in the Agreement and
Declaration of Trust and Bylaws.”

Additional Risks. For additional risks relating to investments in the
Trust, including “Equity Securities Risk,” “Restricted and Illiquid
Securities Risk,” “Counterparty Risk,” “Investment Companies and
ETFs Risk,” “Repurchase Agreements Risk,” “When-Issued and
Delayed Delivery Transactions Risk,” “Securities Lending Risk,”
“Short Sales Risk,” “Valuation Risk,” “Inflation Risk,” “Deflation Risk,”
“EMU and Redenomination Risk,” “Investment Company Act
Regulations,” “Legislation Risk,” “Management Risk,” “Market and
Selection Risk,” “Reliance on the Advisors,” “Reliance on Service
Providers Risk,” “Information Technology Systems,” “Misconduct of
Employees and of Service Providers” and “Portfolio Turnover
Risk”  please see “Risks” beginning on page 4 4 of this Prospectus.
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SUMMARY OF TRUST EXPENSES

 The following table shows estimated Trust expenses as a percentage of net assets attributable to common shares. The
purpose of the following table and the example below is to help you understand all fees and expenses that you, as a
holder of common shares, would bear directly or indirectly. The expenses shown in the table under “Estimated Annual
Expenses” are based on estimated amounts for the Trust’s first full year of operations and assume that the Trust
issues               common shares (representing an aggregate public offering price of $                       ) and uses leverage
in an amount equal to      % of the Trust’s Managed Assets (        % of the Trust’s net assets attributable to common
shares). If the Trust issues fewer common shares, all other things being equal, these expenses would increase as a
percentage of net assets attributable to the common shares. See “Management of the Trust” and “Dividend Reinvestment
Plan.” The following table should not be considered a representation of our future expenses. Actual expenses may be
greater or less than shown. Except where the context suggests otherwise, whenever this Prospectus contains a
reference to fees or expenses paid by “you” or “us” or that “we” will pay fees or expenses, shareholders will indirectly bear
such fees or expenses as investors in the Trust.

Shareholder Transaction Expenses

Sales load paid by you (as a percentage of offering
price)                                                                                                                                   

4.50%

Offering expenses borne by the Trust (as a percentage of offering
price)(1)(2)                                                                                                                                   

0.20%

Dividend reinvestment plan
fees                                                                                                                                   

None(3)

Percentage of net assets
attributable to common shares

(assuming the use of leverage)(4)
Estimated Annual Expenses
Management
fees                                                                                                        

%

Interest expense
(5)                                                                                                        

%

Other
expenses                                                                                                        

%

Total annual
expenses                                                                                                        

%

_____________________
(1)The Trust will pay its organizational costs in full out of its seed capital prior to completion of this offering. The

Trust has agreed to pay the underwriters $       , or $       (if the underwriters exercise the option to purchase
additional common shares in full) representing $.00667 per common share as a partial reimbursement of expenses
incurred in connection with the offering. The Trust will pay offering expenses of the Trust (other than the sales
load , but inclusive of the $.00667 per common share reimbursement), when added to organizational costs paid by
the Trust, of  up to $ .04   per common share, which may include a reimbursement of the Advisor’s expenses
incurred in connection with this offering.  The Advisor has agreed to pay offering expenses of the Trust (other than
the sales load , but inclusive of the $.00667 per common share reimbursement ) to the extent that offering expenses
(other than the sales load , but inclusive of the $.00667 per common share reimbursement), when added to
organizational costs paid by the Trust, exceed $ .04 per common share. Any offering expenses paid by the Trust
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will be deducted from the proceeds of the offering received by the Trust. The aggregate organizational and offering
expenses (other than the sales load , but inclusive of the $.00667 per common share reimbursement ) are estimated
to be $        (or $     per common share). The aggregate organizational and Offering expenses (other than the sales
load , but inclusive of the $.00667 per common share reimbursement ) to be incurred by the Trust are estimated to
be $         (or $ .04 per common share). The aggregate offering expenses (other than the sales load , but inclusive of
the $.00667 per common share reimbursement ) to be incurred by the Advisor on behalf of the Trust are estimated
to be $               (or $           per common share). If the underwriters exercise the overallotment option in full, the
aggregate organizational and offering expenses (other than the sales load , but inclusive of the $.00667 per
common share reimbursement ) are estimated to be $         (or $      per common share).

(2)The Advisor (and not the Trust) has agreed to pay from its own assets structuring and/or syndication fees to each
of                   ,                   and                . Because these fees are paid by the Advisor, they are not reflected under
sales load in the table above. The Advisor (and not the Trust) may pay certain qualifying underwriters a structuring
fee, sales incentive fee or additional compensation in connection with the offering. The Advisor and certain of its
affiliates (and not the Trust) expect to pay compensation to certain registered representatives of BlackRock
Investments, LLC (an affiliate of the Advisor) that participate in the marketing of the Trust’s common shares.  See
“Underwriting.”

(3)The Reinvestment Plan Agent’s (as defined below under “Dividend Reinvestment Plan”) fees for the handling of the
reinvestment of dividends will be paid by the Trust. However, you will pay a $ .02 per share fee incurred in
connection with open-market purchases, which will be deducted from the value of the dividend. You will also be
charged a $ 2.50   sales fee and pay a $ .15 per share fee if you direct the Reinvestment Plan Agent to sell your
common shares held in a dividend reinvestment account. Per share fees include any applicable brokerage
commissions the Reinvestment Plan Agent is required to pay.

(4)Assumes leverage of          % of the Trust’s Managed Assets (        % of the Trust’s net assets attributable to common
shares). “Managed Assets” means the total assets of the Trust (including any assets attributable to money borrowed
for investment purposes) minus the sum of the Trust’s accrued liabilities (other than money borrowed for
investment purposes).  The Trust’s net assets attributable to common shares are the Trust’s Managed Assets minus
the value of the Trust’s assets attributable to money borrowed for investment purposes. Thus, when the Trust uses
leverage, its net assets attributable to common shares are less than its Managed Assets and its expenses stated as a
percentage of its net assets attributable to common shares
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are greater than they would be if stated as a percentage of its Managed Assets. This table reflects the fact that you, as a
common shareholder, will bear the expenses of the Trust’s use of leverage in the form of higher fees as a percentage of
the Trust’s net assets attributable to common shares than if the Trust did not use leverage. The Trust expects that it will
take up to six months for it to fully implement its intended amount of leverage.

In order to help you better understand the costs associated with the Trust’s leveraging strategy, and to better
understand the range of costs you will bear as a common shareholder as the Trust moves toward full implementation
of its leveraging strategy after the completion of this offering, the table presented below estimates what the Trust’s
annual expenses would be, stated as percentages of the Trust’s net assets attributable to common shares ( assuming the
Trust is the same size as in the table above and does not use any leverage). In accordance with these assumptions, the
Trust’s expenses would be estimated to be as follows:

Percentage of net assets
attributable to common shares
(assuming no leverage is used)

Estimated Annual Expenses
Management fees %
Other expenses %
Total annual expenses %

(5)Assumes the use of leverage in the form of reverse repurchase agreements and/or dollar rolls representing     % of
the Trust’s Managed Assets (       % of the Trust’s net assets attributable to common shares) at an annual interest
expense to the Trust of       %, which is based on current market conditions. The actual amount of interest expense
borne by the Trust will vary over time in accordance with the level of the Trust’s use of leverage and variations in
market interest rates. Interest expense is required to be treated as an expense of the Trust for accounting purposes.
The Trust expects that it will take up to six months for it to fully implement its intended amount of leverage.

The following example illustrates the expenses (including the sales load of $45 and offering costs of $2) that you
would pay on a $1,000 investment in common shares, assuming ( i ) total net annual expenses of          % of net assets
attributable to common shares in years 1 through 10, and ( ii ) a 5% annual return:

1 Year 3 Years 5 Years 10 Years
Total expenses incurred* $ $ $ $
_____________________
*The example should not be considered a representation of future expenses. The example assumes that the estimated

“Other expenses” set forth in the Estimated Annual Expenses table are accurate and that all dividends and distributions
are reinvested at net asset value. Actual expenses may be greater or less than those assumed. Moreover, the Trust’s
actual rate of return may be greater or less than the hypothetical 5% return shown in the example.
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THE TRUST

The Trust is a newly organized, non-diversified, closed-end management investment company registered under the
Investment Company Act of 1940, as amended (the “Investment Company Act”). The Trust was organized as a
Delaware statutory trust on November 13, 2012, pursuant to a Certificate of Trust, governed by the laws of the State
of Delaware. The Trust has no operating history. The Trust’s principal office is located at 100 Bellevue Parkway,
Wilmington, Delaware 19809, and its telephone number is (800) 882-0052.

USE OF PROCEEDS

The net proceeds of the offering of common shares will be approximately $              ($             if the underwriters (as
defined herein) exercise the over-allotment option in full) after payment of the estimated organizational costs and
offering expenses payable by the Trust (including sales load). The Trust will invest the net proceeds of the offering in
accordance with the Trust’s investment objectives and policies as stated below. We currently anticipate that we will be
able to invest all of the net proceeds in accordance with our investment objectives and policies within approximately
three months after the completion of this offering. Pending such investment, it is anticipated that the proceeds will be
invested in short-term investment grade securities.

THE TRUST’S INVESTMENTS

Investment Objectives and Policies

Investment Objectives. The Trust’s primary investment objective is to seek high current income, with a secondary
objective of capital appreciation.  The Trust is not intended as, and you should not construe it to be, a complete
investment program.  There can be no assurance that the Trust’s investment objectives will be achieved or that the
Trust’s investment program will be successful. The Trust’s investment objectives may be changed by the Board of
Trustees of the Trust (the “Board,” and each member, a “Trustee”) without prior shareholder approval.

Investment Strategy.  In investing the Trust’s assets, BlackRock Advisors, LLC, the Trust’s investment adviser (the
“Advisor”), and   BlackRock Financial Management, Inc. and BlackRock Investment Management, LLC , the Trust’s
investment sub-advisers (collectively, the “Sub-Advisors” and, together with the Advisor, the “Advisors”), expect to
allocate capital across multiple sectors of the fixed income securities market by evaluating portfolio risk in light of the
available investment opportunities and prevailing risks in the fixed income market, with the goal of delivering
attractive risk-adjusted returns.  In doing so, the Advisors seek to find the appropriate balance between risk mitigation
and opportunism.  The Advisors do not manage the Trust to a benchmark, which provides flexibility to allocate and
rotate the Trust’s assets across various sectors within the fixed income universe.  This strategy seeks to provide
exposure to those segments of the fixed income market that the Advisors anticipate will provide value while
attempting to minimize exposure to those segments that the Advisors anticipate will not provide value.  If the
Advisors’ perception of the value of a segment of the fixed income market or an individual security is incorrect, your
investment in the Trust may lose value.

Investment Policies. Under normal market conditions, the Trust will invest at least 80% of its Managed Assets (as
defined in this Prospectus) in loan and debt instruments and other investments with similar economic characteristics
(collectively “fixed income securities”). Fixed income securities in which the Trust may invest include:

•mortgage related securities, including mortgage-backed securities (“MBS”), which are structured debt obligations
collateralized by pools of commercial mortgages (commercial mortgage-backed securities or “CMBS”) or residential
mortgages (residential mortgage-backed securities or “RMBS”), including agency RMBS issued or guaranteed by U.S.
federal agencies or government related guarantors and non-agency RMBS issued by commercial banks, savings and
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loan institutions, mortgage bankers, private mortgage insurance companies and other non-governmental issuers;
collateralized mortgage obligations (“CMOs”); Real Estate Mortgage Investment Conduits (“REMICs”), including
resecuritizations of REMICs; stripped mortgage-backed securities, including interest-only (“IO”) and principal-only
(“PO”) classes; delegated underwriting and servicing bonds; MBS credit default swaps and other mortgage related
derivative instruments; inverse floating rate instruments which are derivative interests in MBS; repurchase
agreements supported by MBS; and interests in real estate investment trusts (“REITs”) that invest the majority of their
assets in real property mortgages or MBS, including debt and preferred stock issued by mortgage REITs;

• asset-backed securities (“ABS”);

• U.S. Government and agency securities;
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•loans and loan participations, including senior secured floating rate and fixed rate loans or debt (“Senior Loans”) and
second lien or other subordinated or unsecured floating rate and fixed rate loans or debt (“Second Lien Loans”);

•bonds or other debt securities issued by U.S. or foreign (non-U.S.) corporations or other business entities, which may
include fixed, variable and floating rate bonds, debentures, notes and other similar types of  debt instrument
(collectively referred to herein as “corporate bonds”), of any quality, rated or unrated, including those that are rated
below investment grade quality;

• collateralized loan obligations (“CLOs”);

• preferred securities;

• convertible securities, including synthetic convertible securities;

•sovereign debt, including obligations of foreign governments or their sub-divisions, agencies and government
sponsored enterprises and obligations of international agencies and supranational entities;

• municipal securities, including taxable municipal securities such as Build America Bonds (“BABs”); and

•structured instruments, including structured notes, hybrid or indexed securities, event-linked securities, credit-linked
notes (“CLNs”) , equity-linked notes and structured credit products.

The Trust may invest in fixed income securities of any type, certain of which are described in further detail under
“—Portfolio Contents and Techniques,” including those with fixed, floating or variable interest rates, those with interest
rates that change based on multiples of changes in a specified reference interest rate or index of interest rates and those
with interest rates that change inversely to changes in interest rates, as well as those that do not bear interest. The
Trust may hold securities of any duration or maturity and does not maintain set policies with respect to the average
duration or maturity of the Trust’s portfolio.

The Trust may invest in securities of any quality, rated or unrated, including those that are rated below investment
grade quality (rated Ba/BB or below by Moody’s Investor’s Service, Inc. (“Moody’s”), Standard & Poor’s Corporation
Ratings Group, a division of The McGraw-Hill Companies, Inc. (“S&P”), or Fitch Ratings, Inc. (“Fitch”)) or securities
that are unrated but judged to be of comparable quality by the Advisors .  Such securities, sometimes referred to as
“high yield” or “junk” bonds, are predominantly speculative with respect to the capacity to pay interest and repay principal
in accordance with the terms of the security and generally involve greater price volatility than securities in higher
rating categories. Below investment grade securities and comparable unrated securities involve substantial risk of loss
and are susceptible to default or decline in market value due to adverse economic and business developments. Under
normal market conditions, the Trust will not invest more than 20% of its Managed Assets in securities, other than
mortgage related and other asset-backed securities, that are, at the time of investment, rated CCC+ or lower by S&P or
Fitch or Caa1 or lower by Moody’s, or that are unrated but judged to be of comparable quality by the Advisors.  For
purposes of applying the foregoing policy, in the case of securities with split ratings (i.e., a security receiving two
different ratings from two different rating agencies), the Trust will apply the higher of the applicable ratings.  The
Trust may invest in mortgage related and other asset backed securities of any quality, rated or unrated, without
limitation .

Under normal market conditions, the Trust will not invest more than 10% of its Managed Assets in CLOs.

Under normal market conditions, the Trust will invest at least 25% of its total assets in mortgage related securities.
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Under normal market conditions, the Trust may invest up to 20% of its Managed Assets in securities other than fixed
income securities, including common stocks, warrants, depositary receipts and other equity securities.

The Trust may invest without limitation in securities of U.S. issuers and non-U.S. issuers located in countries
throughout the world, including in developed and emerging markets. Foreign securities in which the Trust may invest
may be U.S. dollar-denominated or non-U.S. dollar-denominated.   The Trust may invest in securities of issuers of any
market capitalization size, including small- and mid-cap companies, and of issuers that operate in any sector or
industry.

The Trust may also invest in securities of other open- or closed-end investment companies, including exchange-traded
funds (“ETFs”), subject to applicable regulatory limits, that invest primarily in securities of the types in which the
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Trust may invest directly. The Trust treats its investments in open- or closed-end investment companies that invest
substantially all of their assets in fixed income securities as investments in fixed income securities.

The Trust may make short sales of securities.  The Trust will not make a short sale if, after giving effect to such sale,
the market value of all securities sold short exceeds 25% of the value of its Managed Assets or the Trust’s aggregate
short sales of a particular class of securities exceeds 25% of the outstanding securities of that class.

During temporary defensive periods, including the period during which the net proceeds of this offering are being
invested, and in order to keep the Trust’s cash fully invested, the Trust may invest up to 100% of its total assets in
liquid, short-term investments, including high quality, short-term securities. The Trust may not achieve its investment
objectives under these circumstances.

Unless otherwise stated herein or in the SAI, the Trust’s investment policies are non-fundamental policies and may be
changed by the Board without prior shareholder approval.  The Trust’s policy to invest at least 80% of its Managed
Assets in fixed income securities may be changed by the Board; however, if this policy changes, the Trust will provide
shareholders at least 60 days’ written notice before implementation of the change.

The percentage limitations applicable to the Trust’s portfolio described in this Prospectus apply only at the time of
initial investment and the Trust will not be required to sell investments due to subsequent changes in the value of
investments that it owns.

Portfolio Contents and Techniques

The Trust’s portfolio will be composed principally of the following investments. Additional information with respect
to the Trust’s investment policies and restrictions and certain of the Trust’s portfolio investments is contained in the
SAI.

Mortgage Related Securities. Under normal market conditions, the Trust will invest at least 25% of its total assets in
mortgage related securities.   Certain mortgage related securities in which the Trust may invest are described
below.  Additional information regarding mortgage related securities is set forth in the SAI under “Investment Policies
and Techniques—Mortgage Related Securities.”

MBS.  MBS include structured debt obligations collateralized by pools of commercial or residential mortgages. Pools
of mortgage loans and mortgage-backed loans, such as mezzanine loans, are assembled as securities for sale to
investors by various governmental, government-related and private organizations. MBS include complex instruments
such as CMOs, stripped MBS, mortgage pass-through securities and interests in REMICs. The MBS in which the
Trust may invest include those with fixed, floating or variable interest rates, those with interest rates that change based
on multiples of changes in a specified reference interest rate or index of interest rates and those with interest rates that
change inversely to changes in interest rates, as well as those that do not bear interest. The Trust may invest in RMBS
and CMBS  issued by governmental entities and private issuers, including subordinated MBS and residual interests.
The Trust may invest in sub-prime mortgages or MBS that are backed by sub-prime mortgages.

Mortgage Pass-Through Securities.  Mortgage pass-through securities differ from other forms of fixed income
securities, which normally provide for periodic payment of interest in fixed amounts with principal payments at
maturity or specified call dates. Instead, these securities provide a monthly payment which consists of both interest
and principal payments. In effect, these payments are a “pass through” of the monthly payments made by the individual
borrowers on their residential or commercial mortgage loans, net of any fees paid to the issuer or guarantor of such
securities. Additional payments are caused by repayments of principal resulting from the sale of the underlying
property, refinancing or foreclosure, net of fees or costs that may be incurred.
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RMBS.  RMBS are securities the payments on which depend primarily on the cash flow from residential mortgage
loans made to borrowers that are secured, on a first priority basis or second priority basis, subject to permitted liens,
easements and other encumbrances, by residential real estate (one- to four-family properties), the proceeds of which
are used to purchase real estate and purchase or construct dwellings thereon or to refinance indebtedness previously
used for such purposes. Residential mortgage loans are obligations of the borrowers thereunder only and are not
typically insured or guaranteed by any other person or entity. The ability of a borrower to repay a loan secured by
residential property is dependent upon the income or assets of the borrower.

Agency RMBS.  The principal U.S. Governmental guarantor of mortgage related securities is the Government
National Mortgage Association (“GNMA”), which is a wholly owned U.S. Government corporation.  GNMA is
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authorized to guarantee, with the full faith and credit of the U.S. Government, the timely payment of principal and
interest on securities issued by institutions approved by GNMA (such as savings and loan institutions, commercial
banks and mortgage bankers) and backed by pools of mortgages insured by the Federal Housing Administration (the
“FHA”), or guaranteed by the Department of Veterans Affairs (the “VA”).  Government-related guarantors (i.e., not
backed by the full faith and credit of the U.S. Government) include the Federal National Mortgage Association
(“FNMA”) and the Federal Home Loan Mortgage Corporation (“FHLMC”).  FNMA and FHLMC issue pass-through
securities guaranteed by the respective entity as to the timely payment of interest and ultimate collection of principal,
but not backed by the full faith and credit of the U.S. Government.  In 2008, the Federal Housing Finance Agency
(“FHFA”) placed FNMA and FHLMC into conservatorship. FNMA and FHLMC are continuing to operate as going
concerns while in conservatorship and each remains liable for all of its obligations, including its guaranty obligations,
associated with its MBS. FHFA, as conservator or receiver, has the power to repudiate any contract entered into by
FNMA or FHLMC prior to FHFA’s appointment as conservator or receiver, as applicable, if FHFA determines, in its
sole discretion, that performance of the contract is burdensome and that repudiation of the contract promotes the
orderly administration of FNMA’s or FHLMC’s affairs. A 2011 report to Congress from the Treasury Department and
the Department of Housing and Urban Development set forth a plan to reform America’s housing finance market,
which would reduce the role of and eventually eliminate FNMA and FHLMC.

Non-Agency RMBS.  These RMBS are issued by commercial banks, savings and loan institutions, mortgage bankers,
private mortgage insurance companies and other non-governmental issuers. Timely payment of principal and interest
on RMBS backed by pools created by non-governmental issuers often is supported partially by various forms of
insurance or guarantees, including individual loan, title, pool and hazard insurance. The insurance and guarantees are
issued by government entities, private insurers and the mortgage poolers. There can be no assurance that the private
insurers or mortgage poolers can meet their obligations under the policies, so that if the issuers default on their
obligations, the holders of the security could sustain a loss. No insurance or guarantee covers the Trust or the price of
the Trust’s shares. RMBS issued by non-governmental issuers generally offer a higher rate of interest than government
agency and government-related securities because there are no direct or indirect government guarantees of payment.

CMBS.  CMBS generally are multi-class debt or pass-through certificates secured or backed by mortgage loans on
commercial properties. CMBS generally are structured to provide protection to the senior class investors against
potential losses on the underlying mortgage loans. This protection generally is provided by having the holders of
subordinated classes of securities (“Subordinated CMBS”) take the first loss if there are defaults on the underlying
commercial mortgage loans. Other protection, which may benefit all of the classes or particular classes, may include
issuer guarantees, reserve funds, additional Subordinated CMBS, cross-collateralization and over-collateralization.

The Trust may invest in Subordinated CMBS, which are subordinated in some manner as to the payment of principal
and/or interest to the holders of more senior CMBS arising out of the same pool of mortgages. The holders of
Subordinated CMBS typically are compensated with a higher stated yield than are the holders of more senior CMBS.
On the other hand, Subordinated CMBS typically subject the holder to greater risk than senior CMBS and tend to be
rated in a lower rating category ( frequently a substantially lower rating category ) than the senior CMBS issued in
respect of the same mortgage pool. Subordinated CMBS generally are likely to be more sensitive to changes in
prepayment and interest rates and the market for such securities may be less liquid than is the case for traditional
income securities and senior CMBS.

CMOs. A CMO is a multi-class bond backed by a pool of mortgage pass-through certificates or mortgage loans.
CMOs may be collateralized by ( i ) GNMA, FNMA or FHLMC pass-through certificates, ( ii ) unsecuritized
mortgage loans insured by the FHA or guaranteed by the VA, ( iii ) unsecuritized conventional mortgages, ( iv ) other
MBS or ( v ) any combination thereof. Each class of a CMO, often referred to as a “tranche,” is issued at a specific
coupon rate and has a stated maturity or final distribution date. Principal prepayments on collateral underlying a CMO
may cause it to be retired substantially earlier than its stated maturity or final distribution date. The principal and
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interest on the underlying mortgages may be allocated among the several classes of a series of a CMO in many ways.
One or more tranches of a CMO may have coupon rates which reset periodically at a specified increment over an
index, such as the London Interbank Offered Rate (“LIBOR”) (or sometimes more than one index). These floating rate
CMOs typically are issued with lifetime caps on the coupon rate thereon.    The Trust does not intend to invest in
CMO residuals, which represent the interest in any excess cash flow remaining after making the payments of interest
and principal on the tranches issued by the CMO and the payment of administrative expenses and management fees.

The Trust  may invest in inverse floating rate CMOs. Inverse floating rate CMOs constitute a tranche of a CMO with a
coupon rate that moves in the reverse direction relative to an applicable index such as LIBOR. Accordingly, the
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coupon rate thereon will increase as interest rates decrease. Inverse floating rate CMOs are typically more volatile
than fixed or floating rate tranches of CMOs. Many inverse floating rate CMOs have coupons that move inversely to a
multiple of an index. The effect of the coupon varying inversely to a multiple of an applicable index creates a leverage
factor.

Stripped MBS. Stripped MBS are created by segregating the cash flows from underlying mortgage loans or mortgage
securities to create two or more new securities, each receiving a specified percentage of the underlying security’s
principal or interest payments. Mortgage securities may be partially stripped so that each investor class receives some
interest and some principal. When securities are completely stripped, however, all of the interest is distributed to
holders of one type of security, known as an interest-only security (or “ IO ” ), and all of the principal is distributed to
holders of another type of security, known as a principal-only security (or “ PO ” ). Strips can be created in a
pass-through structure or as tranches of a CMO. The yields to maturity on IOs and POs are very sensitive to the rate of
principal payments (including prepayments) on the related underlying mortgage assets. If the underlying mortgage
assets experience greater than anticipated prepayments of principal, the Trust may not fully recoup its initial
investment in IOs. Conversely, if the underlying mortgage assets experience less than anticipated prepayments of
principal, the yield on POs could be materially and adversely affected.

Adjustable Rate Mortgage Securities.  Adjustable rate mortgages (“ARMs”) have interest rates that reset at periodic
intervals. Acquiring ARMs permits the Trust to participate in increases in prevailing current interest rates through
periodic adjustments in the coupons of mortgages underlying the pool on which ARMs are based. Such ARMs
generally have higher current yield and lower price fluctuations than is the case with more traditional fixed income
securities of comparable rating and maturity. In addition, when prepayments of principal are made on the underlying
mortgages during periods of rising interest rates, the Trust can reinvest the proceeds of such prepayments at rates
higher than those at which they were previously invested. Mortgages underlying most ARMs, however, have limits on
the allowable annual or lifetime increases that can be made in the interest rate that the mortgagor pays. Therefore, if
current interest rates rise above such limits over the period of the limitation, the Trust, when holding an ARM, does
not benefit from further increases in interest rates. Moreover, when interest rates are in excess of the coupon rates (i.e.,
the rates being paid by mortgagors) of the mortgages, ARMs behave more like fixed income securities and less like
adjustable-rate securities and are subject to the risks associated with fixed income securities. In addition, during
periods of rising interest rates, increases in the coupon rate of ARMs generally lag current market interest rates
slightly, thereby creating the potential for capital depreciation on such securities.

Sub-Prime Mortgages. Sub-prime mortgages are mortgages rated below “A” by S&P, Moody’s or Fitch. Historically,
sub-prime mortgage loans have been made to borrowers with blemished (or non-existent) credit records, and the
borrower is charged a higher interest rate to compensate for the greater risk of delinquency and the higher costs of
loan servicing and collection. Sub-prime mortgages are subject to both state and federal anti-predatory lending statutes
that carry potential liability to secondary market purchasers such as the Trust. Sub-prime mortgages have certain
characteristics and associated risks similar to below investment grade securities, including a higher degree of credit
risk, and certain characteristics and associated risks similar to MBS, including prepayment risk.

Mortgage REITs. A REIT is a corporation, or a business trust that would otherwise be taxed as a corporation, that
meets the definitional requirements applicable to REITs under the Internal Revenue Code of 1986, as amended (the
“Code”). The Code permits a qualifying REIT to deduct dividends paid, thereby generally eliminating corporate level
U.S. federal income tax and effectively making the REIT a pass-through vehicle for U.S. federal income tax purposes.
To meet the definitional requirements of the Code, a REIT must, among other things, invest substantially all of its
assets in interests in real estate (including mortgages and other REITs) or cash and government securities, derive most
of its income from rents from real property or interest on loans secured by mortgages on real property, and distribute
to shareholders annually substantially all of its otherwise taxable income. Mortgage REITs invest mostly in mortgages
on real estate, which may secure construction, development or long-term loans, and the main source of their income is
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mortgage interest payments.  The value of securities issued by REITs is affected by tax and regulatory requirements
and by perceptions of management skill. They also are subject to heavy cash flow dependency and the possibility of
failing to qualify for REIT status under the Code or to maintain exemption from the Investment Company Act.

Mortgage Related Derivative Instruments.  The Trust may invest in MBS credit default swaps.  MBS credit default
swaps include swaps the reference obligation for which is an MBS or related index, such as the CMBX Index (a
tradeable index referencing a basket of CMBS), the TRX Index (a tradeable index referencing total return swaps based
on CMBS) or the ABX Index (a tradeable index referencing a basket of sub-prime MBS). The Trust may engage in
other derivative transactions related to MBS, including purchasing and selling exchange-listed and over-
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the-counter put and call options, futures and forwards on mortgages and MBS.  The Trust may invest in newly
developed mortgage related derivatives that may hereafter become available.  See “—Strategic Transactions and Other
Management Techniques” in this Prospectus and “Investment Policies and Techniques —Strategic Transactions and Other
Management Techniques” in the SAI for additional information regarding derivative transactions which the Trust may
utilize.

Other Mortgage Related Securities. Other mortgage related securities include securities other than those described
above that directly or indirectly represent a participation in, or are secured by and payable from, mortgage loans on
real property. Other mortgage related securities may be equity or debt securities issued by agencies or
instrumentalities of the U.S. Government or by private originators of, or investors in, mortgage loans, including
savings and loan associations, homebuilders, mortgage banks, commercial banks, investment banks, partnerships,
trusts and special purpose entities of the foregoing.

ABS.  ABS are a form of structured debt obligation. The securitization techniques used for ABS are similar to those
used for MBS. ABS are bonds backed by pools of loans or other receivables. The collateral for these securities may
include home equity loans, automobile and credit card receivables, boat loans, computer leases, airplane leases,
mobile home loans, recreational vehicle loans and hospital account receivables. The Trust may invest in these and
other types of ABS that may be developed in the future. ABS present certain risks that are not presented by mortgage
related securities. Primarily, these securities may provide the Trust with a less effective security interest in the related
collateral than do mortgage related securities. Therefore, there is the possibility that recoveries on the underlying
collateral may not, in some cases, be available to support payments on these securities.

CLOs. A CLO is a structured debt security, issued by a financing company (generally called a special purpose vehicle
or “ SPV ”), that was created to reapportion the risk and return characteristics of a pool of bank loans . Investors in
CLOs bear the credit risk of the underlying collateral .  The bank loans are used as collateral supporting the various
debt tranches issued by the SPV . Multiple tranches of securities are issued by the CLO, offering investors various
maturity and credit risk characteristics. Tranches are categorized as senior, mezzanine, or subordinated/equity,
according to their degree of risk . The key feature of the CLO structure is the prioritization of the cash flows from a
pool of debt securities among the several classes of the CLO . If there are defaults or the CLO’s collateral otherwise
underperforms, scheduled payments to senior tranches take precedence over those of mezzanine tranches, and
scheduled payments to mezzanine tranches take precedence over those to subordinated/equity tranches. The Trust may
invest in the equity or residual portion of the capital structure of CLOs . The SPV is a company founded solely for the
purpose of securitizing payment claims. On this basis, marketable securities are issued which, due to the
diversification of the underlying risk, generally represent a lower level of risk than the original assets. The redemption
of the securities issued by the SPV takes place at maturity out of the cash flow generated by the collected claims. The
vast majority of CLOs are actively managed by an independent investment manager.

U.S. Government Debt Securities. The Trust may invest in debt securities issued or guaranteed by the U.S.
Government, its agencies or instrumentalities, including U.S. Treasury obligations, which differ in their interest rates,
maturities and times of issuance.  Such obligations include U.S. Treasury bills (maturity of one year or less), U.S.
Treasury notes (maturity of one to ten years) and U.S. Treasury bonds (generally maturities of greater than ten years),
including the principal components or the interest components issued by the U.S. Government under the separate
trading of registered interest and principal securities program (i.e., “STRIPS”), all of which are backed by the full faith
and credit of the United States.

Senior Loans.  The Trust may invest in senior secured floating rate and fixed rate loans or debt.  Senior Loans hold the
most senior position in the capital structure of a business entity (the “Borrower”), are typically secured with specific
collateral and have a claim on the assets and/or stock of the Borrower that is senior to that held by subordinated debt
holders and stockholders of the Borrower. The proceeds of Senior Loans primarily are used to finance leveraged
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buyouts, recapitalizations, mergers, acquisitions, stock repurchases, refinancings, to finance internal growth and for
other corporate purposes. Senior Loans typically have rates of interest which are redetermined daily, monthly,
quarterly or semi-annually by reference to a base lending rate, plus a premium or credit spread. These base lending
rates are primarily LIBOR and secondarily the prime rate offered by one or more major U.S. banks and the certificate
of deposit rate or other base lending rates used by commercial lenders.

Senior Loans typically have a stated term of between five and nine years and have rates of interest which typically are
redetermined daily, monthly, quarterly or semi-annually. Longer interest rate reset periods generally increase
fluctuations in the Trust’s net asset value as a result of changes in market interest rates. The Trust is not subject to any
restrictions with respect to the maturity of Senior Loans held in its portfolio. As a result, as short-term interest rates
increase, interest payable to the Trust from its investments in Senior Loans should increase, and as short-term interest
rates decrease, interest payable to
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the Trust from its investments in Senior Loans should decrease. Because of prepayments, the Advisors expect the
average life of the Senior Loans in which the Trust invests to be shorter than the stated maturity.

Senior Loans are subject to the risk of non-payment of scheduled interest or principal. Such non-payment would result
in a reduction of income to the Trust, a reduction in the value of the investment and a potential decrease in the net
asset value of the Trust. There can be no assurance that the liquidation of any collateral securing a Senior Loan would
satisfy the Borrower’s obligation in the event of non-payment of scheduled interest or principal payments or that such
collateral could be readily liquidated. In the event of bankruptcy of a Borrower, the Trust could experience delays or
limitations with respect to its ability to realize the benefits of the collateral securing a Senior Loan. The collateral
securing a Senior Loan may lose all or substantially all of its value in the event of the bankruptcy of a Borrower. Some
Senior Loans are subject to the risk that a court, pursuant to fraudulent conveyance or other similar laws, could
subordinate such Senior Loans to presently existing or future indebtedness of the Borrower or take other action
detrimental to the holders of Senior Loans including, in certain circumstances, invalidating such Senior Loans or
causing interest previously paid to be refunded to the Borrower. If interest were required to be refunded, it could
negatively affect the Trust’s performance.

Many Senior Loans in which the Trust will invest may not be rated by a rating agency, will not be registered with the
Securities and Exchange Commission (“SEC”) , or any state securities commission, and will not be listed on any
national securities exchange. The amount of public information available with respect to Senior Loans will generally
be less extensive than that available for registered or exchange-listed securities. In evaluating the creditworthiness of
Borrowers, the Advisors will consider, and may rely in part, on analyses performed by others. Borrowers may have
outstanding debt obligations that are rated below investment grade by a rating agency. Many of the Senior Loans in
which the Trust will invest will have been assigned below investment grade ratings by independent rating agencies. In
the event Senior Loans are not rated, they are likely to be the equivalent of below investment grade quality. Because
of the protective features of Senior Loans, the Advisors believe that Senior Loans tend to have more favorable loss
recovery rates as compared to more junior types of below investment grade debt obligations. The Advisors do not
view ratings as the determinative factor in their investment decisions and rely more upon their credit analysis abilities
than upon ratings.

No active trading market may exist for some Senior Loans and some loans may be subject to restrictions on resale. A
secondary market may be subject to irregular trading activity, wide bid/ask spreads and extended trade settlement
periods, which may impair the ability to realize full value and thus cause a material decline in the Trust’s net asset
value. In addition, the Trust may not be able to readily dispose of its Senior Loans at prices that approximate those at
which the Trust could sell such loans if they were more widely-traded and, as a result of such illiquidity, the Trust
may have to sell other investments or engage in borrowing transactions if necessary to raise cash to meet its
obligations. During periods of limited supply and liquidity of Senior Loans, the Trust’s yield may be lower.

When interest rates decline, the value of a fund invested in fixed rate obligations can be expected to rise. Conversely,
when interest rates rise, the value of a fund invested in fixed rate obligations can be expected to decline. Although
changes in prevailing interest rates can be expected to cause some fluctuations in the value of Senior Loans (due to the
fact that floating rates on Senior Loans only reset periodically), the value of Senior Loans is substantially less
sensitive to changes in market interest rates than fixed rate instruments. As a result, to the extent the Trust invests in
floating rate Senior Loans, the Trust’s portfolio may be less volatile and less sensitive to changes in market interest
rates than if the Trust invested in fixed rate obligations. Similarly, a sudden and significant increase in market interest
rates may cause a decline in the value of these investments and in the Trust’s net asset value. Other factors (including,
but not limited to, rating downgrades, credit deterioration, a large downward movement in stock prices, a disparity in
supply and demand of certain securities or market conditions that reduce liquidity) can reduce the value of Senior
Loans and other debt obligations, impairing the Trust’s net asset value.
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The Trust may purchase and retain in its portfolio Senior Loans where the Borrower has experienced, or may be
perceived to be likely to experience, credit problems, including involvement in or recent emergence from bankruptcy
reorganization proceedings or other forms of debt restructuring. Such investments may provide opportunities for
enhanced income as well as capital appreciation, although they also will be subject to greater risk of loss. At times, in
connection with the restructuring of a Senior Loan either outside of bankruptcy court or in the context of bankruptcy
court proceedings, the Trust may determine or be required to accept equity securities or junior fixed income securities
in exchange for all or a portion of a Senior Loan.

The Trust may purchase Senior Loans on a direct assignment basis. If the Trust purchases a Senior Loan on direct
assignment, it typically succeeds to all the rights and obligations under the loan agreement of the assigning lender and
becomes a lender under the loan agreement with the same rights and obligations as the assigning lender. Investments
in Senior Loans on a direct assignment basis may involve additional risks to the Trust. For example, if such loan is
foreclosed,
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the Trust could become part owner of any collateral and would bear the costs and liabilities associated with owning
and disposing of the collateral.

The Trust may also purchase, without limitation, participations in Senior Loans. The participation by the Trust in a
lender’s portion of a Senior Loan typically will result in the Trust having a contractual relationship only with such
lender, not with the Borrower. As a result, the Trust may have the right to receive payments of principal, interest and
any fees to which it is entitled only from the lender selling the participation and only upon receipt by such lender of
payments from the Borrower. Such indebtedness may be secured or unsecured. Loan participations typically represent
direct participations in a loan to a Borrower and generally are offered by banks or other financial institutions or
lending syndicates. The Trust may participate in such syndications, or can buy part of a loan, becoming a part lender.
When purchasing loan participations, the Trust assumes the credit risk associated with the Borrower and may assume
the credit risk associated with an interposed bank or other financial intermediary. The participation interests in which
the Trust intends to invest may not be rated by any nationally recognized rating service. Certain loan participations
and assignments may be treated by the Trust as illiquid.

The Trust may obtain exposure to Senior Loans through the use of derivative instruments, which have recently
become increasingly available. The Advisors may utilize these instruments and similar instruments that may be
available in the future. The Trust may invest in a derivative instrument known as a Select Aggregate Market Index
(“SAMI”), which provides investors with exposure to a reference basket of Senior Loans. SAMIs are structured as
floating rate instruments. SAMIs consist of a basket of credit default swaps whose underlying reference securities are
senior secured loans. While investing in SAMIs will increase the universe of floating rate fixed income securities to
which the Trust is exposed, such investments entail risks that are not typically associated with investments in other
floating rate fixed income securities. The liquidity of the market for SAMIs will be subject to liquidity in the secured
loan and credit derivatives markets. Investment in SAMIs involves many of the risks associated with investments in
derivative instruments discussed generally herein.

Second Lien Loans.  The Trust may invest in second lien or other subordinated or unsecured floating rate and fixed
rate loans or debt.  Second Lien Loans have the same characteristics as Senior Loans except that such loans are second
in lien property rather than first. Second Lien Loans typically have adjustable floating rate interest payments.
Accordingly, the risks associated with Second Lien Loans are higher than the risk of loans with first priority over the
collateral. In the event of default on a Second Lien Loan, the first priority lien holder has first claim to the underlying
collateral of the loan. It is possible that no collateral value would remain for the second priority lien holder, which
may result in a loss of investment to the Trust.

Delayed Funding Loans and Revolving Credit Facilities.  The Trust may enter into, or acquire participations in,
delayed funding loans and revolving credit facilities, in which a bank or other lender agrees to make loans up to a
maximum amount upon demand by the borrower during a specified term. These commitments may have the effect of
requiring the Trust to increase its investment in a company at a time when it might not be desirable to do so (including
at a time when the company’s financial condition makes it unlikely that such amounts will be repaid). Delayed funding
loans and revolving credit facilities are subject to credit, interest rate and liquidity risk and the risks of being a lender.

 Corporate Bonds.  Corporate bonds are debt obligations issued by corporations. Corporate bonds may be either
secured or unsecured. Collateral used for secured debt includes real property, machinery, equipment, accounts
receivable, stocks, bonds or notes. If a bond is unsecured, it is known as a debenture. Bondholders, as creditors, have a
prior legal claim over common and preferred stockholders as to both income and assets of the corporation for the
principal and interest due them and may have a prior claim over other creditors if liens or mortgages are involved.
Interest on corporate bonds may be fixed or floating, or the bonds may be zero coupons. Interest on corporate bonds is
typically paid semi-annually and is fully taxable to the bondholder. Corporate bonds contain elements of both interest
rate risk and credit risk. The market value of a corporate bond generally may be expected to rise and fall inversely
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with interest rates and may also be affected by the credit rating of the corporation, the corporation’s performance and
perceptions of the corporation in the marketplace. Corporate bonds usually yield more than government or agency
bonds due to the presence of credit risk.

Preferred Securities. The Trust may invest in preferred securities. There are two basic types of preferred securities.
The first type, sometimes referred to as traditional preferred securities, consists of preferred stock issued by an entity
taxable as a corporation. The second type, sometimes referred to as trust preferred securities, are usually issued by a
trust or limited partnership and represent preferred interests in deeply subordinated debt instruments issued by the
corporation for whose benefit the trust or partnership was established.

Traditional Preferred Securities.  Traditional preferred securities generally pay fixed or adjustable rate dividends to
investors and generally have a “preference” over common stock in the payment of dividends and the liquidation of a
company’s assets. This means that a company must pay dividends on preferred stock before paying any dividends
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on its common stock. In order to be payable, distributions on such preferred securities must be declared by the issuer’s
board of directors. Income payments on typical preferred securities currently outstanding are cumulative, causing
dividends and distributions to accumulate even if not declared by the board of directors or otherwise made payable. In
such a case all accumulated dividends must be paid before any dividend on the common stock can be paid. However,
some traditional preferred stocks are non-cumulative, in which case dividends do not accumulate and need not ever be
paid. A portion of the portfolio may include investments in non-cumulative preferred securities, whereby the issuer
does not have an obligation to make up any arrearages to its shareholders. Should an issuer of a non-cumulative
preferred stock held by the Trust determine not to pay dividends on such stock, the amount of dividends the Trust pays
may be adversely affected. There is no assurance that dividends or distributions on the traditional preferred securities
in which the Trust invests will be declared or otherwise made payable.

Preferred stockholders usually have no right to vote for corporate directors or on other matters. Shares of traditional
preferred securities have a liquidation value that generally equals the original purchase price at the date of issuance.
The market value of preferred securities may be affected by favorable and unfavorable changes impacting companies
in the utilities and financial services sectors, which are prominent issuers of preferred securities, and by actual and
anticipated changes in tax laws, such as changes in corporate income tax rates or the “Dividends Received Deduction.”
Because the claim on an issuer’s earnings represented by traditional preferred securities may become onerous when
interest rates fall below the rate payable on such securities, the issuer may redeem the securities. Thus, in declining
interest rate environments in particular, the Trust’s holdings of higher rate-paying fixed rate preferred securities may be
reduced and the Trust may be unable to acquire securities of comparable credit quality paying comparable rates with
the redemption proceeds.

Trust Preferred Securities.  Trust preferred securities are a comparatively new asset class. Trust preferred securities are
typically issued by corporations, generally in the form of interest-bearing notes with preferred security characteristics,
or by an affiliated business trust of a corporation, generally in the form of beneficial interests in subordinated
debentures or similarly structured securities. The trust preferred securities market consists of both fixed and adjustable
coupon rate securities that are either perpetual in nature or have stated maturity dates.

Trust preferred securities are typically junior and fully subordinated liabilities of an issuer or the beneficiary of a
guarantee that is junior and fully subordinated to the other liabilities of the guarantor. In addition, trust preferred
securities typically permit an issuer to defer the payment of income for eighteen months or more without triggering an
event of default. Generally, the deferral period is five years or more. Because of their subordinated position in the
capital structure of an issuer, the ability to defer payments for extended periods of time without default consequences
to the issuer, and certain other features (such as restrictions on common dividend payments by the issuer or ultimate
guarantor when full cumulative payments on the trust preferred securities have not been made), these trust preferred
securities are often treated as close substitutes for traditional preferred securities, both by issuers and investors. Trust
preferred securities have many of the key characteristics of equity due to their subordinated position in an issuer’s
capital structure and because their quality and value are heavily dependent on the profitability of the issuer rather than
on any legal claims to specific assets or cash flows.

Convertible Securities.  A convertible security is a bond, debenture, note, preferred stock or other security that may be
converted into or exchanged for a prescribed amount of common stock or other equity security of the same or a
different issuer within a particular period of time at a specified price or formula. A convertible security entitles the
holder to receive interest paid or accrued on debt or the dividend paid on preferred stock until the convertible security
matures or is redeemed, converted or exchanged. Before conversion, convertible securities have characteristics similar
to nonconvertible income securities in that they ordinarily provide a stable stream of income with generally higher
yields than those of common stocks of the same or similar issuers, but lower yields than comparable nonconvertible
securities. The value of a convertible security is influenced by changes in interest rates, with investment value
declining as interest rates increase and increasing as interest rates decline. The credit standing of the issuer and other
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factors also may have an effect on the convertible security’s investment value. Convertible securities rank senior to
common stock in a corporation’s capital structure but are usually subordinated to comparable nonconvertible securities.
Convertible securities may be subject to redemption at the option of the issuer at a price established in the convertible
security’s governing instrument.

A “synthetic” convertible security may be created by the Trust or by a third party by combining separate securities that
possess the two principal characteristics of a traditional convertible security: an income producing component and a
convertible component. The income-producing component is achieved by investing in non-convertible,
income-producing securities such as bonds, preferred stocks and money market instruments. The convertible
component is achieved by investing in securities or instruments such as warrants or options to buy common stock at a
certain exercise price, or options on a stock index. Unlike a traditional convertible security, which is a single security
having a single market value, a synthetic
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convertible comprises two or more separate securities, each with its own market value. Because the “market value” of a
synthetic convertible security is the sum of the values of its income-producing component and its convertible
component, the value of a synthetic convertible security may respond differently to market fluctuations than a
traditional convertible security. The Trust also may purchase synthetic convertible securities created by other parties,
including convertible structured notes. Convertible structured notes are income-producing debentures linked to equity.
Convertible structured notes have the attributes of a convertible security; however, the issuer of the convertible note
(typically an investment bank), rather than the issuer of the underlying common stock into which the note is
convertible, assumes credit risk associated with the underlying investment and the Trust in turn assumes credit risk
associated with the issuer of the convertible note.

REITs. The Trust may invest in equity interests and debt securities issued by REITs. REITs possess certain risks
which differ from an investment in common stocks. REITs are financial vehicles that pool investor’s capital to
purchase or finance real estate. REITs may concentrate their investments in specific geographic areas or in specific
property types (i.e., hotels, shopping malls, residential complexes and office buildings). The market value of REIT
shares and the ability of REITs to distribute income may be adversely affected by several factors, including rising
interest rates, changes in the national, state and local economic climate and real estate conditions, perceptions of
prospective tenants of the safety, convenience and attractiveness of the properties, the ability of the owners to provide
adequate management, maintenance and insurance, the cost of complying with the Americans with Disabilities Act,
increased competition from new properties, the impact of present or future environmental legislation and compliance
with environmental laws, changes in real estate taxes and other operating expenses, adverse changes in governmental
rules and fiscal policies, adverse changes in zoning laws and other factors beyond the control of the REIT issuers. In
addition, distributions received by the Trust from REITs may consist of dividends, capital gains and/or return of
capital. As REITs generally pay a higher rate of dividends (on a pre-tax basis) than operating companies, to the extent
application of the Trust’s investment strategy results in the Trust investing in REIT shares, the percentage of the Trust’s
dividend income received from REIT shares will likely exceed the percentage of the Trust’s portfolio which is
comprised of REIT shares. There are three general categories of REITs: equity REITs, mortgage REITs and hybrid
REITs. Equity REITs invest primarily in direct fee ownership or leasehold ownership of real property; they derive
most of their income from rents. Mortgage REITs invest mostly in mortgages on real estate, which may secure
construction, development or long-term loans, and the main source of their income is mortgage interest payments.
Hybrid REITs hold both ownership and mortgage interests in real estate.

Municipal Securities. The Trust may invest in debt obligations issued by or on behalf of states, territories and
possessions of the United States, including the District of Columbia, and their political subdivisions, agencies or
instrumentalities. The Trust may invest in various municipal securities, including municipal bonds and notes, other
securities issued to finance and refinance public projects, and other related securities and derivative instruments
creating exposure to municipal bonds, notes and securities that provide for the payment of interest income that is
exempt from regular U.S. federal income tax. Municipal securities are either general obligation bonds or revenue
bonds and typically are issued to finance public projects, such as roads or public buildings, to pay general operating
expenses or to refinance outstanding debt. Municipal securities may also be issued for private activities, such as
housing, medical and educational facility construction, or for privately owned industrial development and pollution
control projects. General obligation bonds are backed by the full faith and credit, or taxing authority, of the issuer and
may be repaid from any revenue source. Revenue bonds may be repaid only from the revenues of a specific facility or
source. Municipal securities may be issued on a long term basis to provide permanent financing. The repayment of
such debt may be secured generally by a pledge of the full faith and credit taxing power of the issuer, a limited or
special tax or any other revenue source, including project revenues, which may include tolls, fees and other user
charges, lease payments and mortgage payments. Municipal securities may also be issued to finance projects on a
short-term interim basis, anticipating repayment with the proceeds of the later issuance of long-term debt.  The Trust
may invest in taxable municipal securities, including BABs. Additional information regarding municipal  securities is
set forth in the SAI under “Investment Policies and Techniques—Municipal Securities.”
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High Yield Securities. The Trust may invest in securities rated, at the time of investment, below investment grade
quality such as those rated “Ba” or below by Moody’s , “BB” or below by S&P or Fitch , or securities comparably rated by
other rating agencies or in unrated securities determined by the Advisors to be of comparable quality. Such securities,
sometimes referred to as “high yield” or “junk” bonds, are predominantly speculative with respect to the capacity to pay
interest and repay principal in accordance with the terms of the security and generally involve greater price volatility
than securities in higher rating categories.  Often the protection of interest and principal payments with respect to such
securities may be very moderate and issuers of such securities face major ongoing uncertainties or exposure to adverse
business, financial or economic conditions which could lead to inadequate capacity to meet timely interest and
principal payments.   Under normal market conditions, the Trust will not invest more than 20% of its Managed Assets
in securities, other than mortgage related and other asset-backed securities, that are, at the time of investment, rated
CCC+ or lower by S&P or Fitch or Caa1 or lower by Moody’s, or that are unrated but judged to be of comparable
quality by the Advisors.  For purposes of applying the foregoing policy, in the case of securities with split ratings (i.e.,
a security receiving two different ratings from
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two different rating agencies), the Trust will apply the higher of the applicable ratings.   The Trust may invest in
mortgage related and other asset backed securities of any quality, rated or unrated, without limitation.

Lower grade securities, though high yielding, are characterized by high risk. They may be subject to certain risks with
respect to the issuing entity and to greater market fluctuations than certain lower yielding, higher rated securities. The
secondary market for lower grade securities may be less liquid than that of higher rated securities. Adverse conditions
could make it difficult at times for the Trust to sell certain securities or could result in lower prices than those used in
calculating the Trust’s net asset value.

The prices of fixed income securities generally are inversely related to interest rate changes; however, the price
volatility caused by fluctuating interest rates of securities also is inversely related to the coupons of such securities.
Accordingly, below investment grade securities may be relatively less sensitive to interest rate changes than higher
quality securities of comparable maturity because of their higher coupon. The investor receives this higher coupon in
return for bearing greater credit risk. The higher credit risk associated with below investment grade securities
potentially can have a greater effect on the value of such securities than may be the case with higher quality issues of
comparable maturity.

Lower grade securities may be particularly susceptible to economic downturns. It is likely that an economic recession
could severely disrupt the market for such securities and may have an adverse impact on the value of such securities.
In addition, it is likely that any such economic downturn could adversely affect the ability of the issuers of such
securities to repay principal and pay interest thereon and increase the incidence of default for such securities.

The ratings of Moody’s, S&P , Fitch and other rating agencies represent their opinions as to the quality of the
obligations which they undertake to rate. Ratings are relative and subjective and, although ratings may be useful in
evaluating the safety of interest and principal payments, they do not evaluate the market value risk of such obligations.
Although these ratings may be an initial criterion for selection of portfolio investments, the Advisors also will
independently evaluate these securities and the ability of the issuers of such securities to pay interest and principal. To
the extent that the Trust invests in lower grade securities that have not been rated by a rating agency, the Trust’s ability
to achieve its investment objectives will be more dependent on the Advisors’ credit analysis than would be the case
when the Trust invests in rated securities.

Distressed and Defaulted Securities.  The Trust may invest in the securities of financially distressed and bankrupt
issuers, including debt obligations that are in covenant or payment default. Such investments generally trade
significantly below par and are considered speculative. The repayment of defaulted obligations is subject to significant
uncertainties. Defaulted obligations might be repaid only after lengthy workout or bankruptcy proceedings, during
which the issuer might not make any interest or other payments. Typically such workout or bankruptcy proceedings
result in only partial recovery of cash payments or an exchange of the defaulted obligation for other debt or equity
securities of the issuer or its affiliates, which may in turn be illiquid or speculative.

Non-U.S.  Securities. The Trust may invest without limit in securities of non-U.S. issuers (“Non-U.S.
Securities”).  These securities may be U.S. dollar-denominated or non-U.S. dollar-denominated and include: ( i ) debt
obligations issued or guaranteed by foreign national, provincial, state, municipal or other governments with taxing
authority or by their agencies or instrumentalities, including securities created through the exchange of existing
commercial bank loans to sovereign entities for new obligations in connection with debt restructurings, commonly
referred to as “Brady Bonds; ” ( ii ) debt obligations of supranational entities; ( iii ) debt obligations and other debt
securities of foreign corporate issuers; ( iv ) fixed income securities issued by corporations that generate significant
profits from non-U.S. countries; and ( v ) structured securities, including but not limited to, warrants, options and
other derivatives, whose price is directly linked to Non-U .S. Securities or indices of Non-U.S. Securities .  Some
Non-U.S. Securities may be less liquid and more volatile than securities of comparable U.S. issuers. Similarly, there is
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less volume and liquidity in most foreign securities markets than in the United States and, at times, greater price
volatility than in the United States. Because evidence of ownership of such securities usually is held outside the
United States, the Trust will be subject to additional risks if it invests in Non-U.S. Securities, which include adverse
political and economic developments, seizure or nationalization of foreign deposits and adoption of governmental
restrictions which might adversely affect or restrict the payment of principal and interest on the foreign securities to
investors located outside the country of the issuer, whether from currency blockage or otherwise. Non-U.S. Securities
may trade on days when the common shares are not priced.

Emerging Markets Investments.  The Trust may invest without limitation in securities of issuers located in emerging
market countries, including securities denominated in currencies of emerging market countries.  Emerging market
countries generally include every nation in the world except the United States, Canada, Japan, Australia, New Zealand
and most countries located in Western Europe. There is no minimum rating criteria for the Trust’s investments in such
securities. These issuers may be subject to risks that do not apply to issuers in larger, more developed countries. These
risks are more
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pronounced to the extent the Trust invests significantly in one country. Less information about non-U.S. issuers or
markets may be available due to less rigorous disclosure and accounting standards or regulatory practices. Many
non-U.S. markets are smaller, less liquid and more volatile than U.S. markets. In a changing market, the Advisors may
not be able to sell the Trust’s portfolio securities in amounts and at prices they consider reasonable. The U.S. dollar
may appreciate against non-U.S. currencies or an emerging market government may impose restrictions on currency
conversion or trading. The economies of non-U.S. countries may grow at a slower rate than expected or may
experience a downturn or recession. Economic, political and social developments may adversely affect non-U.S.
securities markets.

Sovereign Governmental and Supranational Debt. The Trust may invest in all types of debt securities of governmental
issuers in all countries, including emerging market countries. These sovereign debt securities may include: debt
securities issued or guaranteed by governments, governmental agencies or instrumentalities and political subdivisions
located in emerging market countries; debt securities issued by government owned, controlled or sponsored entities
located in emerging market countries; interests in entities organized and operated for the purpose of restructuring the
investment characteristics of instruments issued by any of the above issuers; Brady Bonds, which are debt securities
issued under the framework of the Brady Plan as a means for debtor nations to restructure their outstanding external
indebtedness; participations in loans between emerging market governments and financial institutions; or debt
securities issued by supranational entities such as the World Bank. A supranational entity is a bank, commission or
company established or financially supported by the national governments of one or more countries to promote
reconstruction or development. Sovereign government and supranational debt involve all the risks described herein
regarding foreign and emerging markets investments as well as the risk of debt moratorium, repudiation or
renegotiation.   Additional information  is set forth in the SAI under “Investment Policies and Techniques—Sovereign
Governmental and Supranational Debt.”

Foreign Currency Transactions. The Trust’s common shares are priced in U.S. dollars and the distributions paid by the
Trust to Common Shareholders are paid in U.S. dollars. However, a portion of the Trust’s assets may be denominated
in non-U.S. currencies and the income received by the Trust from such securities will be paid in non-U.S. currencies.
The Trust also may invest in or gain exposure to non-U.S. currencies for investment or hedging purposes. The Trust’s
investments in securities that trade in, or receive revenues in, non-U.S. currencies will be subject to currency risk,
which is the risk that fluctuations in the exchange rates between the U.S. dollar and foreign currencies may negatively
affect an investment. The Trust may (but is not required to) hedge some or all of its exposure to non-U.S. currencies
through the use of derivative strategies, including forward foreign currency exchange contracts, foreign currency
futures contracts and options on foreign currencies and foreign currency futures. Suitable hedging transactions may
not be available in all circumstances and there can be no assurance that the Trust will engage in such transactions at
any given time or from time to time when they would be beneficial. Although the Trust has the flexibility to engage in
such transactions, the Advisors may determine not to do so or to do so only in unusual circumstances or market
conditions. These transactions may not be successful and may eliminate any chance for the Trust to benefit from
favorable fluctuations in relevant foreign currencies. The Trust may also use derivatives contracts for purposes of
increasing exposure to a foreign currency or to shift exposure to foreign currency fluctuations from one currency to
another.

Equity Securities.  The Trust may invest in other equity securities, including common stocks, warrants and depositary
receipts. Common stock represents an equity ownership interest in a company. The Trust may hold or have exposure
to common stocks of issuers of any size, including small and medium capitalization stocks.

Warrants.  Warrants are privileges issued by corporations enabling the owners to subscribe to and purchase a specified
number of shares of the corporation at a specified price during a specified period of time. Subscription rights normally
have a short life span to expiration. The purchase of warrants involves the risk that the Trust could lose the purchase
value of a right or warrant if the right to subscribe to additional shares is not exercised prior to the warrants’ expiration.
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Also, the purchase of warrants involves the risk that the effective price paid for the warrant added to the subscription
price of the related security may exceed the value of the subscribed security’s market price such as when there is no
movement in the level of the underlying security.

Depositary Receipts.  The Trust may invest in sponsored and unsponsored American Depositary Receipts (“ADRs”),
European Depositary Receipts (“EDRs”), Global Depositary Receipts (“GDRs”) and other similar global instruments.
ADRs typically are issued by a U.S. bank or trust company and evidence ownership of underlying securities issued by
a non-U.S. corporation. EDRs, which are sometimes referred to as Continental Depositary Receipts, are receipts
issued in Europe, typically by non-U.S. banks and trust companies, that evidence ownership of either non-U.S. or
domestic underlying securities. GDRs are depositary receipts structured like global debt issues to facilitate trading on
an international basis.
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Restricted and Illiquid Securities.  Certain of the Trust’s investments may be illiquid. “Illiquid securities” are securities
which cannot be sold within seven days in the ordinary course of business at approximately the value used by the
Trust in determining its net asset value. Illiquid securities are subject to legal or contractual restrictions on disposition
or lack an established secondary trading market. The sale of restricted and illiquid securities often requires more time
and results in higher brokerage charges or dealer discounts and other selling expenses than does the sale of securities
eligible for trading on national securities exchanges or in the over-the-counter markets. Restricted securities may sell
at a price lower than similar securities that are not subject to restrictions on resale.

Inflation-Indexed Bonds.  Inflation-indexed bonds (other than municipal inflation-indexed bonds and certain corporate
inflation-indexed bonds) are fixed income securities the principal value of which is periodically adjusted according to
the rate of inflation. If the index measuring inflation falls, the principal value of inflation-indexed bonds (other than
municipal inflation-indexed bonds and certain corporate inflation-indexed bonds) will be adjusted downward, and
consequently the interest payable on these securities (calculated with respect to a smaller principal amount) will be
reduced. Repayment of the original bond principal upon maturity (as adjusted for inflation) is guaranteed in the case
of U.S. Treasury inflation-indexed bonds (“ TIPs ”). For bonds that do not provide a similar guarantee, the adjusted
principal value of the bond repaid at maturity may be less than the original principal. With regard to municipal
inflation-indexed bonds and certain corporate inflation-indexed bonds, the inflation adjustment is typically reflected in
the semi-annual coupon payment. As a result, the principal value of municipal inflation-indexed bonds and such
corporate inflation-indexed bonds does not adjust according to the rate of inflation.

Zero-Coupon Bonds, Step-Ups and Payment-In-Kind Securities. Zero-coupon bonds pay interest only at maturity
rather than at intervals during the life of the security. Like zero-coupon bonds, “step up” bonds pay no interest initially
but eventually begin to pay a coupon rate prior to maturity, which rate may increase at stated intervals during the life
of the security. Payment-in-kind securities (“PIKs”) are debt obligations that pay “interest” in the form of other debt
obligations, instead of in cash. Each of these instruments is normally issued and traded at a deep discount from face
value. Zero-coupon bonds, step-ups and PIKs allow an issuer to avoid or delay the need to generate cash to meet
current interest payments and, as a result, may involve greater credit risk than bonds that pay interest currently or in
cash. The Trust would be required to distribute the income on these instruments as it accrues, even though the Trust
will not receive the income on a current basis or in cash. Thus, the Trust may have to sell other investments, including
when it may not be advisable to do so, to make income distributions to its shareholders.

Inverse Floating Rate Securities. An inverse floating rate security (or “inverse floater”) is a type of debt instrument that
bears a floating or variable interest rate that moves in the opposite direction to interest rates generally or the interest
rate on another security or index. Changes in interest rates generally, or the interest rate of the other security or index,
inversely affect the interest rate paid on the inverse floater, with the result that the inverse floater’s price will be
considerably more volatile than that of a fixed rate bond. The Trust may invest without limitation in inverse floaters,
which brokers typically create by depositing an income-producing instrument, including a mortgage related security,
in a trust. The trust in turn issues a variable rate security and inverse floaters. The interest rate for the variable rate
security is typically determined by an index or an auction process, while the inverse floater holder receives the balance
of the income from the underlying income-producing instrument less an auction fee. The market prices of inverse
floaters may be highly sensitive to changes in interest rates and prepayment rates on the underlying securities, and
may decrease significantly when interest rates increase or prepayment rates change. In a transaction in which the Trust
purchases an inverse floater from a trust, and the underlying security was held by the Trust prior to being deposited
into the trust, the Trust typically treats the transaction as a secured borrowing for financial reporting purposes. As a
result, for financial reporting purposes, the Trust will generally incur a non-cash interest expense with respect to
interest paid by the trust on the variable rate securities and will recognize additional interest income in an amount
directly corresponding to the non-cash interest expense. Therefore, the Trust’s net asset value per common share and
performance are not affected by the non-cash interest expense. This accounting treatment does not apply to inverse
floaters acquired by the Trust when the Trust did not previously own the underlying bond.
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Strategic Transactions and Other Management Techniques. In addition to the MBS derivatives discussed herein, the
Trust may use a variety of other investment management techniques and instruments.  The Trust may purchase and
sell futures contracts, enter into various interest rate transactions such as swaps, caps, floors or collars, currency
transactions such as currency forward contracts, currency futures contracts, currency swaps or options on currency or
currency futures and swap contracts (including, but not limited to, credit default swaps) and may purchase and sell
exchange-listed and over-the-counter put and call options on securities and swap contracts, financial indices and
futures contracts and use other derivative instruments or management techniques (collectively, “Strategic
Transactions”).  These Strategic Transactions may be used for duration management and other risk management
purposes, including to attempt to protect against possible changes in the market value of the Trust’s portfolio resulting
from trends in the fixed income securities markets and changes in interest rates or to protect the Trust’s unrealized
gains in the value of its portfolio securities, to facilitate the sale of portfolio securities for
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investment purposes, to establish a position in the securities markets as a temporary substitute for purchasing
particular securities or to enhance income or gain. There is no particular strategy that requires use of one technique
rather than another as the decision to use any particular strategy or instrument is a function of market conditions and
the composition of the portfolio. The use of Strategic Transactions to enhance current income may be particularly
speculative. The ability of the Trust to use Strategic Transactions successfully will depend on the Advisors’ ability to
predict pertinent market movements as well as sufficient correlation among the instruments, which cannot be assured.
The use of Strategic Transactions may result in losses greater than if they had not been used, may require the Trust to
sell or purchase portfolio securities at inopportune times or for prices other than current market values, may limit the
amount of appreciation the Trust can realize on an investment or may cause the Trust to hold a security that it might
otherwise sell. Inasmuch as any obligations of the Trust that arise from the use of Strategic Transactions will be
covered by segregated liquid assets or offsetting transactions, the Trust and the Advisors believe such obligations do
not constitute senior securities and, accordingly, will not treat such transactions as being subject to its borrowing
restrictions or policies regarding economic leverage .  Additionally, segregated liquid assets, amounts paid by the
Trust as premiums and cash or other assets held in margin accounts with respect to Strategic Transactions are not
otherwise available to the Trust for investment purposes. The SAI contains further information about the
characteristics, risks and possible benefits of Strategic Transactions and the Trust’s other policies and limitations
(which are not fundamental policies) relating to Strategic Transactions.  Certain provisions of the Code may restrict or
affect the ability of the Trust to engage in Strategic Transactions.  In addition, the use of certain Strategic Transactions
may give rise to taxable income and have certain other consequences.  See “Risks—Strategic Transactions and
Derivatives Risk.”

Credit Default Swaps.  The Trust may enter into credit default swap agreements for hedging purposes or to seek to
increase income or gain. The credit default swap agreement may have as reference obligations one or more securities
that are not currently held by the Trust. The protection “buyer” in a credit default contract may be obligated to pay the
protection “seller” an upfront or a periodic stream of payments over the term of the contract, provided that no credit
event on the reference obligation has occurred. If a credit event occurs, the seller generally must pay the buyer the “par
value” (full notional amount) of the swap in exchange for an equal face amount of deliverable obligations of the
reference entity described in the swap, or if the swap is cash settled the seller may be required to deliver the related net
cash amount (the difference between the market value of the reference obligation and its par value). The Trust may be
either the buyer or seller in the transaction.  If the Trust is a buyer and no credit event occurs, the Trust will generally
receive no payments from its counterparty under the swap if the swap is held through its termination date.  However,
if a credit event occurs, the buyer generally may elect to receive the full notional amount of the swap in exchange for
an equal face amount of deliverable obligations of the reference entity, the value of which may have significantly
decreased.  As a seller, the Trust generally receives an upfront payment or a fixed rate of income throughout the term
of the swap, which typically is between six months and three years, provided that there is no credit event.  If a credit
event occurs, generally the seller must pay the buyer the full notional amount of the swap in exchange for an equal
face amount of deliverable obligations of the reference entity, the value of which may have significantly
decreased.  As the seller, the Trust would effectively add leverage to its portfolio because, in addition to its Managed
Assets , the Trust would be subject to investment exposure on the notional amount of the swap.

Structured Instruments. The Trust may use structured instruments for investment purposes, for risk management
purposes , such as to reduce the duration and interest rate sensitivity of the Trust’s portfolio, and for leveraging
purposes. While structured instruments may offer the potential for a favorable rate of return from time to time, they
also entail certain risks. Structured instruments may be less liquid than other fixed income securities and the price of
structured instruments may be more volatile. In some cases, depending on the terms of the embedded index, a
structured instrument may provide that the principal and/or interest payments may be adjusted below zero. Structured
instruments also may involve significant credit risk and risk of default by the counterparty. Structured instruments
may also be illiquid. Like other sophisticated strategies, the Trust’s use of structured instruments may not work as
intended.
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Structured Notes.  The Trust may invest in “structured” notes and other related instruments, which are privately
negotiated debt obligations in which the principal and/or interest is determined by reference to the performance of a
benchmark asset, market or interest rate (an “embedded index”), such as selected securities, an index of securities or
specified interest rates, or the differential performance of two assets or markets. Structured instruments may be issued
by corporations, including banks, as well as by governmental agencies. Structured instruments frequently are
assembled in the form of medium-term notes, but a variety of forms are available and may be used in particular
circumstances. The terms of such structured instruments normally provide that their principal and/or interest payments
are to be adjusted upwards or downwards (but ordinarily not below zero) to reflect changes in the embedded index
while the structured instruments are outstanding. As a result, the interest and/or principal payments that may be made
on a structured product may vary widely, depending on a variety of factors, including the volatility of the embedded
index and the effect of changes in the embedded index on principal and/or interest payments. The rate of return on
structured notes may be determined by applying a multiplier to the performance or
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differential performance of the referenced index(es) or other asset(s). Application of a multiplier involves leverage
that will serve to magnify the potential for gain and the risk of loss.

Event-Linked Securities.  The Trust may obtain event-linked exposure by investing in “event-linked bonds” or
“event-linked swaps” or by implementing “event-linked strategies.” Event-linked exposure results in gains or losses that
typically are contingent upon, or formulaically related to, defined trigger events. Examples of trigger events include
hurricanes, earthquakes, weather-related phenomena or statistics relating to such events. Some event-linked bonds are
commonly referred to as “catastrophe bonds.” If a trigger event occurs, the Trust may lose a portion of or its entire
principal invested in the bond or the entire notional amount of a swap. Event-linked exposure often provides for an
extension of maturity to process and audit loss claims when a trigger event has, or possibly has, occurred. An
extension of maturity may increase volatility. Event-linked exposure may also expose the Trust to certain other risks
including credit risk, counterparty risk, adverse regulatory or jurisdictional interpretations and adverse tax
consequences. Event-linked exposures may also be subject to liquidity risk.

Equity-Linked Notes.  Equity-linked notes are hybrid securities with characteristics of both fixed income and equity
securities. An equity-linked note is a debt instrument, usually a bond, that pays interest based upon the performance of
an underlying equity, which can be a single stock, basket of stocks or an equity index. Instead of paying a
predetermined coupon, equity-linked notes link the interest payment to the performance of a particular equity market
index or basket of stocks or commodities. The interest payment is typically based on the percentage increase in an
index from a predetermined level, but alternatively may be based on a decrease in the index. The interest payment
may in some cases be leveraged so that, in percentage terms, it exceeds the relative performance of the market.
Equity-linked notes generally are subject to the risks associated with the securities of equity issuers, default risk and
counterparty risk.

Credit Linked Notes.  The Trust may invest in CLNs for risk management purposes, including diversification. A CLN
is a derivative instrument. It is a synthetic obligation between two or more parties where the payment of principal
and/or interest is based on the performance of some obligation (a reference obligation). In addition to the credit risk of
the reference obligations and interest rate risk, the buyer/seller of the CLN is subject to counterparty risk.

Hybrid Securities.  A hybrid instrument is a type of potentially high-risk derivative that combines a traditional bond,
stock or commodity with an option or forward contract. Generally, the principal amount, amount payable upon
maturity or redemption, or interest rate of a hybrid is tied (positively or negatively) to the price of some commodity,
currency or securities index or another interest rate or some other economic factor (each a “benchmark”). The interest
rate or (unlike most fixed income securities) the principal amount payable at maturity of a hybrid security may be
increased or decreased, depending on changes in the value of the benchmark. An example of a hybrid could be a bond
issued by an oil company that pays a small base level of interest with additional interest that accrues in correlation to
the extent to which oil prices exceed a certain predetermined level. Such a hybrid instrument would be a combination
of a bond and a call option on oil. Hybrids can be used as an efficient means of pursuing a variety of investment goals,
including currency hedging, duration management and increased total return. Hybrids may not bear interest or pay
dividends. The value of a hybrid or its interest rate may be a multiple of a benchmark and, as a result, may be
leveraged and move (up or down) more steeply and rapidly than the benchmark. These benchmarks may be sensitive
to economic and political events, such as commodity shortages and currency devaluations, which cannot be readily
foreseen by the purchaser of a hybrid. Under certain conditions, the redemption value of a hybrid could be zero. Thus,
an investment in a hybrid may entail significant market risks that are not associated with a similar investment in a
traditional, U.S. dollar-denominated bond that has a fixed principal amount and pays a fixed rate or floating rate of
interest. The purchase of hybrids also exposes the Trust to the credit risk of the issuer of the hybrids. These risks may
cause significant fluctuations in the net asset value of the Trust’s common shares if the Trust invests in hybrid
instruments.
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Interest Rate Transactions.  The Trust may enter into interest rate swaps and purchase or sell interest rate caps and
floors.  The Trust expects to enter into these transactions primarily to preserve a return or spread on a particular
investment or portion of its portfolio, as a duration management technique, to protect against any increase in the price
of securities the Trust anticipates purchasing at a later date and/or to hedge against increases in the Trust’s costs
associated with its leverage strategy. The Trust will ordinarily use these transactions as a hedge or for duration and
risk management although it is permitted to enter into them to enhance income or gain. Interest rate swaps involve the
exchange by the Trust with another party of their respective commitments to pay or receive interest (e.g., an exchange
of floating rate payments for fixed rate payments with respect to a notional amount of principal). The purchase of an
interest rate cap entitles the purchaser, to the extent that the level of a specified interest rate exceeds a predetermined
interest rate (i.e., the strike price), to receive payments of interest on a notional principal amount from the party selling
such interest rate cap. The purchase of an interest
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rate floor entitles the purchaser, to the extent that the level of a specified interest rate falls below a predetermined
interest rate (i.e., the strike price), to receive payments of interest on a notional principal amount from the party selling
such interest rate floor.

The Trust may hedge both its assets and liabilities through interest rate swaps, caps and floors. Usually, payments with
respect to interest rate swaps will be made on a net basis (i.e., the two payment streams are netted out) with the Trust
receiving or paying, as the case may be, only the net amount of the two payments on the payment dates. The Trust will
accrue the net amount of the excess, if any, of the Trust’s obligations over its entitlements with respect to each interest
rate swap on a daily basis and will segregate with a custodian an amount of cash or liquid assets having an aggregate
net asset value at all times at least equal to the accrued excess. If there is a default by the other party to an uncleared
interest rate swap transaction, generally the Trust will have contractual remedies pursuant to the agreements related to
the transaction.    With respect to interest rate swap transactions cleared through a central clearing counterpary, a
clearing organization will be substituted for each party and will guaranty the parties’ performance under the swap
agreement.  However, there can be no assurance that the clearing organization will satisfy its obligation to the Trust.

Repurchase Agreements. The Trust may invest in repurchase agreements. A repurchase agreement is a contractual
agreement whereby the seller of securities agrees to repurchase the same security at a specified price on a future date
agreed upon by the parties. The agreed upon repurchase price determines the yield during the Trust’s holding period.
Repurchase agreements are considered to be loans collateralized by the underlying security that is the subject of the
repurchase contract. Income generated from transactions in repurchase agreements will be taxable. The Trust will only
enter into repurchase agreements with registered securities dealers or domestic banks that, in the opinion of the
Advisor, present minimal credit risk. The risk to the Trust is limited to the ability of the issuer to pay the agreed upon
repurchase price on the delivery date; however, although the value of the underlying collateral at the time the
transaction is entered into always equals or exceeds the agreed upon repurchase price, if the value of the collateral
declines there is a risk of loss of both principal and interest. In the event of default, the collateral may be sold but the
Trust might incur a loss if the value of the collateral declines, and might incur disposition costs or experience delays in
connection with liquidating the collateral. In addition, if bankruptcy proceedings are commenced with respect to the
seller of the security, realization upon the collateral by the Trust may be delayed or limited. The Advisors will monitor
the value of the collateral at the time the transaction is entered into and at all times subsequent during the term of the
repurchase agreement in an effort to determine that such value always equals or exceeds the agreed upon repurchase
price. In the event the value of the collateral declines below the repurchase price, the Advisors will demand additional
collateral from the issuer to increase the value of the collateral to at least that of the repurchase price, including
interest.

Reverse Repurchase Agreements.  The Trust may enter into reverse repurchase agreements with respect to its portfolio
investments subject to the investment restrictions set forth herein. Reverse repurchase agreements involve the sale of
securities held by the Trust with an agreement by the Trust to repurchase the securities at an agreed upon price, date
and interest payment. At the time the Trust enters into a reverse repurchase agreement, it may establish and maintain a
segregated account with the custodian containing cash and/or liquid assets having a value not less than the repurchase
price (including accrued interest). If the Trust establishes and maintains such a segregated account, a reverse
repurchase agreement will not be considered a borrowing by the Trust; however, under certain circumstances in which
the Trust does not establish and maintain such a segregated account, such reverse repurchase agreement will be
considered a borrowing for the purpose of the Trust’s limitation on borrowings. The use by the Trust of reverse
repurchase agreements involves many of the same risks of leverage since the proceeds derived from such reverse
repurchase agreements may be invested in additional securities.   The Trust’s use of leverage through reverse
repurchase agreements will be subject to the Trust’s policy with respect to the use of economic leverage of up to 50%
of its Managed Assets (100% of its net assets).    Reverse repurchase agreements involve the risk that the market value
of the securities acquired in connection with the reverse repurchase agreement may decline below the price of the
securities the Trust has sold but is obligated to repurchase. Also, reverse repurchase agreements involve the risk that
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the market value of the securities retained in lieu of sale by the Trust in connection with the reverse repurchase
agreement may decline in price.

If the buyer of securities under a reverse repurchase agreement files for bankruptcy or becomes insolvent, such buyer
or its trustee or receiver may receive an extension of time to determine whether to enforce the Trust’s obligation to
repurchase the securities and the Trust’s use of the proceeds of the reverse repurchase agreement may effectively be
restricted pending such decision. Also, the Trust would bear the risk of loss to the extent that the proceeds of the
reverse repurchase agreement are less than the value of the securities subject to such agreement.

The Trust also may effect simultaneous purchase and sale transactions that are known as “sale-buybacks.” A
sale-buyback is similar to a reverse repurchase agreement, except that in a sale-buyback, the counterparty that
purchases the
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security is entitled to receive any principal or interest payments made on the underlying security pending settlement of
the Trust’s repurchase of the underlying security.

Dollar Rolls.  The Trust may enter into “dollar roll” transactions.  In a dollar roll transaction, the Trust sells a mortgage
related security to a dealer and simultaneously agrees to repurchase a similar security (but not the same security) in the
future at a pre-determined price. A dollar roll transaction can be viewed, like a reverse repurchase agreement, as a
collateralized borrowing in which the Trust pledges a mortgage related security to a dealer to obtain cash. However,
unlike reverse repurchase agreements, the dealer with which the Trust enters into a dollar roll transaction is not
obligated to return the same securities as those originally sold by the Trust, but only securities which are “substantially
identical.” To be considered substantially identical, the securities returned to the Trust generally must: (i) be
collateralized by the same types of underlying mortgages; (ii) be issued by the same agency and be part of the same
program; (iii) have a similar original stated maturity; (iv) have identical net coupon rates; (v) have similar market
yields (and therefore price); and (vi) satisfy “good delivery” requirements, meaning that the aggregate principal amounts
of the securities delivered and received back must be within 2.5% of the initial amount delivered.  As with reverse
repurchase agreements, to the extent that positions in dollar roll agreements are not covered by segregated liquid
assets at least equal to the amount of any forward purchase commitment, such transactions would be deemed senior
securities representing indebtedness for purposes of the Investment Company Act.

During the period between the sale and repurchase, the Trust will not be entitled to receive interest and principal
payments of the securities sold. Proceeds of the sale will be invested in additional instruments for the Trust and the
income from these investments will generate income for the Trust. If such income does not exceed the income, capital
appreciation and gain or loss that would have been realized on the securities sold as part of the dollar roll, the use of
this technique will diminish the investment performance of the Trust compared with what the performance would
have been without the use of dollar rolls. At the time the Trust enters into a dollar roll transaction, it will place in a
segregated account maintained with its custodian cash, U.S. Government securities or other liquid assets having a
value equal to the repurchase price (including accrued interest) and will subsequently monitor the account to ensure
that its value is maintained.

Dollar roll transactions involve the risk that the market value of the securities the Trust is required to purchase may
decline below the agreed upon repurchase price of those securities. The Trust’s right to purchase or repurchase
securities may be restricted. Successful use of mortgage dollar rolls may depend upon the investment manager’s ability
to correctly predict interest rates and prepayments. There is no assurance that dollar rolls can be successfully
employed.

Other Investment Companies.  The Trust may invest in securities of other open- or closed-end investment companies
(including ETFs), subject to applicable regulatory limits, that invest primarily securities of the types in which the
Trust may invest directly. The Trust generally expects to invest in other investment companies either during periods
when it has large amounts of uninvested cash, such as the period shortly after the Trust receives the proceeds of the
offering of its common shares (or preferred shares, should the Trust determine to issue preferred shares in the future),
or during periods when there is a shortage of attractive fixed income securities available in the market. As a
shareholder in an investment company, the Trust will bear its ratable share of that investment company’s expenses and
will remain subject to payment of the Trust’s advisory and other fees and expenses with respect to assets so invested.
Holders of common shares will therefore be subject to duplicative expenses to the extent the Trust invests in other
investment companies. The Advisors will take expenses into account when evaluating the investment merits of an
investment in an investment company relative to available fixed income securities investments. In addition, the
securities of other investment companies may also be leveraged and will therefore be subject to the same leverage
risks to which the Trust is subject. As described in this Prospectus in the sections entitled “Risks” and “Leverage,” the net
asset value and market value of leveraged shares will be more volatile and the yield to shareholders will tend to
fluctuate more than the yield generated by unleveraged shares. Investment companies may have investment policies
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that differ from those of the Trust. In addition, to the extent the Trust invests in other investment companies, the Trust
will be dependent upon the investment and research abilities of persons other than the Advisors.

The Trust may invest in ETFs, which are investment companies that typically aim to track or replicate a desired index,
such as a sector, market or global segment. ETFs are typically passively managed and their shares are traded on a
national exchange or The NASDAQ Stock Market, Inc. ETFs do not sell individual shares directly to investors and
only issue their shares in large blocks known as “creation units.” The investor purchasing a creation unit may sell the
individual shares on a secondary market. Therefore, the liquidity of ETFs depends on the adequacy of the secondary
market. There can be no assurance that an ETF’s investment objective will be achieved, as ETFs based on an index
may not replicate and maintain exactly the composition and relative weightings of securities in the index. ETFs are
subject to the risks of investing in the underlying securities. The Trust, as a holder of the securities of the ETF, will
bear its pro rata portion of the ETF’s expenses, including advisory fees. These expenses are in addition to the direct
expenses of the Trust’s own operations.
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The Trust treats its investments in other investment companies that invest substantially all of their assets in fixed
income securities as investments in fixed income securities.

Short-Term Debt Securities; Temporary Defensive Positions; Invest-Up Period.  During temporary defensive periods
(e.g., times when, in the Advisors’ opinion, temporary imbalances of supply and demand or other temporary
dislocations in the market adversely affect the price at which fixed income securities are available, or in connection
with the termination of the Trust) and in order to keep cash on hand fully invested, including the period during which
the net proceeds of this offering of common shares (or preferred shares, should the Trust determine to issue preferred
shares in the future) are being invested, the Trust may invest any percentage of its assets in liquid, short-term
investments including high quality, short-term securities and securities of other open- or closed-end investment
companies that invest primarily in securities of the type in which the Trust may invest directly.  See “Investment
Policies and Techniques—Cash Equivalents and Short-Term Debt Securities” in the SAI. The Advisors’ determination that
they are temporarily unable to follow the Trust’s investment strategy or that it is impractical to do so will generally
occur only in situations in which a market disruption event has occurred and where trading in the securities selected
through application of the Trust’s investment strategy is extremely limited or absent or in connection with the
termination of the Trust.

Securities Lending.  The Trust may lend its portfolio securities to banks or dealers that meet the creditworthiness
standards established by the Board (“Qualified Institutions”). By lending its portfolio securities, the Trust attempts to
increase its income through the receipt of interest on the loan. Any gain or loss in the market price of the securities
loaned that may occur during the term of the loan will be for the account of the Trust. The Trust may lend its portfolio
securities so long as the terms and the structure of such loans are not inconsistent with requirements of the Investment
Company Act and any rules promulgated thereunder or exemptive relief from the Investment Company Act, which
currently require that (i) the borrower pledge and maintain with the Trust collateral consisting of cash, a letter of credit
issued by a domestic U.S. bank, or securities issued or guaranteed by the U.S. Government having a value at all times
not less than 100% of the value of the securities loaned, (ii) the borrower add to such collateral whenever the price of
the securities loaned rises (i.e., the value of the loan is “marked to the market” on a daily basis), (iii) the loan be made
subject to termination by the Trust at any time and (iv) the Trust receive reasonable interest on the loan (which may
include the Trust’s investing any cash collateral in interest bearing short-term investments), any distributions on the
loaned securities and any increase in their market value. The Trust will not lend portfolio securities if, as a result, the
aggregate of such loans exceeds 331/3% of the value of the Trust’s total assets (including such loans). Loan
arrangements made by the Trust will comply with all other applicable regulatory requirements. All relevant facts and
circumstances, including the creditworthiness of the Qualified Institution, will be monitored by the Advisors and will
be considered in making decisions with respect to lending securities, subject to review by the Board . In addition,
voting rights may pass with the loaned securities, but if a material event were to occur affecting such a loan, the loan
must be called and the securities voted. The Trust may pay reasonable negotiated fees in connection with loaned
securities, so long as such fees are set forth in a written contract and approved by the Board . The Trust will lend
securities through an affiliate of the Advisors pursuant to the terms of an exemptive order under the Investment
Company Act , according to which the affiliate will receive compensation at market rates.

Short Sales.   The Trust may make short sales of securities. A short sale is a transaction in which the Trust sells a
security it does not own in anticipation that the market price of that security will decline. The Trust may make short
sales to hedge positions, for duration and risk management, in order to maintain portfolio flexibility or to enhance
income or gain. When the Trust makes a short sale, it must borrow the security sold short and deliver it to the
broker-dealer through which it made the short sale as collateral for its obligation to deliver the security upon
conclusion of the sale. The Trust may have to pay a fee to borrow particular securities and is often obligated to pay
over to the securities lender any income, distributions or dividends received on such borrowed securities until it
returns the security to the securities lender.  The Trust’s obligation to replace the borrowed security will be secured by
collateral deposited with the securities lender, usually cash, U.S. Government securities or other liquid assets. The
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Trust will also be required to segregate similar collateral with its custodian to the extent, if any, necessary so that the
aggregate collateral value is at all times at least equal to the current market value of the security sold short. Depending
on arrangements made with the securities lender regarding payment over of any income, distributions or dividends
received by the Trust on such security, the Trust may not receive any payments (including interest) on its collateral
deposited with such securities lender.  If the price of the security sold short increases between the time of the short
sale and the time the Trust replaces the borrowed security, the Trust will incur a loss; conversely, if the price declines,
the Trust will realize a gain. Any gain will be decreased, and any loss increased, by the transaction costs described
above. Although the Trust’s gain is limited to the price at which it sold the security short, its potential loss is
theoretically unlimited.  The Trust will not make a short sale if, after giving effect to such sale, the market value of all
securities sold short exceeds 25% of the value of its Managed Assets or the Trust’s aggregate short sales of a particular
class of securities exceeds 25% of the outstanding securities of that class.  The Trust may also make short sales “against
the box” without respect to such limitations. In this type of short sale, at the time of the sale, the Trust owns or has the
immediate and unconditional right to acquire at no additional cost the identical security.
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When-Issued, Delayed Delivery Securities and Forward Commitment Securities.  The Trust may purchase securities
on a “when-issued” basis and may purchase or sell securities on a “forward commitment” basis or on a “delayed delivery”
basis. When such transactions are negotiated, the price, which is generally expressed in yield terms, is fixed at the
time the commitment is made, but delivery and payment for the securities take place at a later date. When-issued
securities and forward commitments may be sold prior to the settlement date. If the Trust disposes of the right to
acquire a when-issued security prior to its acquisition or disposes of its right to deliver or receive against a forward
commitment, it might incur a gain or loss. At the time the Trust enters into a transaction on a when-issued or forward
commitment basis, it will segregate with its custodian cash or liquid assets with a value not less than the value of the
when-issued or forward commitment securities. The value of these assets will be monitored daily to ensure that their
marked to market value will at all times equal or exceed the corresponding obligations of the Trust. There is always a
risk that the securities may not be delivered and that the Trust may incur a loss. Settlements in the ordinary course are
not treated by the Trust as when-issued or forward commitment transactions and accordingly are not subject to the
foregoing restrictions.

LEVERAGE

The Trust currently intends to use leverage to seek to achieve its investment objectives.   The Trust currently
anticipates that it will use leverage through reverse repurchase agreements and/or dollar rolls and the Trust may also
borrow funds from banks or other financial institutions and/or issue preferred shares as described in this Prospectus.  
The Trust intends to use economic leverage of up to    % of its Managed Assets (        % of its net assets), although it
may use economic leverage of up to 50% of its Managed Assets (100% of its net assets).

The use of leverage can create risks . When leverage is employed, the net asset value and market price of the common
shares and the yield to holders of common shares will be more volatile than if leverage were not used . Changes in the
value of the Trust’s portfolio, including securities bought with the proceeds of leverage, will be borne entirely by the
holders of common shares. If there is a net decrease or increase in the value of the Trust’s investment portfolio,
leverage will decrease or increase, as the case may be, the net asset value per common share to a greater extent than if
the Trust did not utilize leverage. A reduction in the Trust’s net asset value may cause a reduction in the market price
of its shares. During periods in which the Trust is using leverage, the fees paid to the Advisors for advisory and
sub-advisory services will be higher than if the Trust did not use leverage, because the fees paid will be calculated on
the basis of the Trust’s Managed Assets, which includes the proceeds from leverage. The Trust’s leveraging strategy
may not be successful. See “Risks—Leverage Risk.”

Certain types of leverage by the Trust may result in the Trust being subject to covenants relating to asset coverage and
portfolio composition requirements. The Trust may be subject to certain restrictions on investments imposed by one or
more lenders or by guidelines of one or more rating agencies, which may issue ratings for any short-term debt
securities or preferred shares issued by the Trust. The terms of any borrowings or rating agency guidelines may
impose asset coverage or portfolio composition requirements that are more stringent than those imposed by the
Investment Company Act. The Advisors do not believe that these covenants or guidelines will impede them from
managing the Trust’s portfolio in accordance with its investment objectives and policies if the Trust were to utilize
leverage.

Under the Investment Company Act, the Trust is not permitted to use leverage for any purpose if, immediately after
the issuance of such leverage, the Trust would have an asset coverage ratio (as defined in the Investment Company
Act) of less than 300% with respect to indebtedness or less than 200% with respect to preferred stock. The Investment
Company Act also provides that the Trust may not declare distributions or purchase its stock (including through tender
offers), if immediately after doing so it will have an asset coverage ratio of less than 300% or 200%, as applicable.
Under the Investment Company Act, certain short-term borrowings (such as for cash management purposes) are not
subject to these limitations if (i) repaid within 60 days, (ii) not extended or renewed and (iii) not in excess of 5% of
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the total assets of the Trust.

Effects of Leverage

Assuming that leverage will represent approximately       % of the Trust’s Managed Assets and that the Trust will bear
expenses relating to that leverage at an average annual rate of          %, the income generated by the Trust’s portfolio
(net of estimated expenses) must exceed           % in order to cover the expenses specifically related to the Trust’s use
of leverage. Of course, these numbers are merely estimates used for illustration. Actual leverage expenses will vary
frequently and may be significantly higher or lower than the rate estimated above.

The following table is furnished in response to requirements of the SEC. It is designed to illustrate the effect of
leverage on common share total return, assuming investment portfolio total returns (comprised of income and changes
in the
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value of securities held in the Trust’s portfolio) of - 10%, - 5%, 0%, 5% and 10%. These assumed investment portfolio
returns are hypothetical figures and are not necessarily indicative of the investment portfolio returns experienced or
expected to be experienced by the Trust. See “Risks.” The table further reflects the use of leverage representing       % of
the Trust’s Managed Assets and the Trust’s currently projected annual leverage expense of       %.

Assumed Portfolio Total Return (net of
expenses) - 10.00% - 5.00% 0.00% 5.00% 10.00%

Common Share Total Return
 -      %  -      %  -      % % %

Common share total return is composed of two elements: the common share dividends paid by the Trust (the amount
of which is largely determined by the net investment income of the Trust) and gains or losses on the value of the
securities the Trust owns. As required by SEC rules, the table assumes that the Trust is more likely to suffer capital
losses than to enjoy capital appreciation. For example, to assume a total return of 0% the Trust must assume that the
interest it receives on its securities investments is entirely offset by losses in the value of those securities.

Unless and until leverage is utilized or issued, the common shares will not be leveraged and the risks and special
considerations related to leverage described in this Prospectus will not apply. Such leveraging will not be fully
achieved until the proceeds resulting from the use of leverage have been invested in debt instruments in accordance
with the Trust’s investment objectives and policies.

Reverse Repurchase Agreements

The Trust may enter into reverse repurchase agreements with respect to its portfolio investments subject to the
investment restrictions set forth herein. Reverse repurchase agreements involve the sale of securities held by the Trust
with an agreement by the Trust to repurchase the securities at an agreed upon price, date and interest payment. At the
time the Trust enters into a reverse repurchase agreement, it may establish and maintain a segregated account with the
custodian containing cash and/or liquid assets having a value not less than the repurchase price (including accrued
interest). If the Trust establishes and maintains such a segregated account, a reverse repurchase agreement will not be
considered a borrowing by the Trust; however, under certain circumstances in which the Trust does not establish and
maintain such a segregated account, such reverse repurchase agreement will be considered a borrowing for the
purpose of the Trust’s limitation on borrowings.  The Trust’s use of leverage through reverse repurchase agreements
will be subject to the Trust’s policy with respect to the use of economic leverage of up to 50% of its Managed Assets
(100% of its net assets) .  See “The Trust’s Investments—Portfolio Contents and Techniques—Reverse Repurchase
Agreements .”

Dollar Roll Transactions

A dollar roll transaction involves a sale by the Trust of a mortgage-backed or other security concurrently with an
agreement by the Trust to repurchase a similar security at a later date at an agreed upon price. The securities that are
repurchased will bear the same interest rate and stated maturity as those sold, but pools of mortgages collateralizing
those securities may have different prepayment histories than those sold. During the period between the sale and
repurchase, the Trust will not be entitled to receive interest and principal payments on the securities sold. Proceeds of
the sale will be invested in additional instruments for the Trust and the income from these investments will generate
income for the Trust. If such income does not exceed the income, capital appreciation and gain or loss that would have
been realized on the securities sold by the Trust as part of the dollar roll, the use of this technique will diminish the
investment performance of the Trust compared with what the performance would have been without the use of dollar
rolls. See “The Trust’s Investments—Portfolio Contents and Techniques—Dollar Rolls.”
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Credit Facility

The Trust may borrow through a credit facility. If the Trust enters into a credit facility, the Trust may be required to
prepay outstanding amounts or incur a penalty rate of interest upon the occurrence of certain events of default. The
Trust would also likely have to indemnify the lenders under the credit facility against liabilities they may incur in
connection therewith. In addition, the Trust expects that any credit facility would contain covenants that, among other
things, likely would limit the Trust’s ability to pay distributions in certain circumstances, incur additional debt, change
certain of its investment policies and engage in certain transactions, including mergers and consolidations, and require
asset coverage ratios in addition to those required by the Investment Company Act. The Trust may be required to
pledge its assets and to maintain a portion of its assets in cash or high-grade securities as a reserve against interest or
principal payments and expenses. The Trust expects that any credit facility would have customary covenant, negative
covenant and default provisions. There can be no assurance that the Trust will enter into an agreement for a credit
facility , or one on terms and conditions
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representative of the foregoing, or that additional material terms will not apply. In addition, if entered into, a credit
facility may in the future be replaced or refinanced by one or more credit facilities having substantially different terms
or by the issuance of preferred shares.

Preferred Shares

The Trust may, but currently does not intend to, leverage its portfolio by issuing preferred shares.  Under the
Investment Company Act, the Trust is not permitted to issue preferred shares if, immediately after such issuance, the
liquidation value of the Trust’s outstanding preferred shares exceeds 50% of its assets (including the proceeds from the
issuance) less liabilities other than borrowings (i.e., the value of the Trust’s assets must be at least 200% of the
liquidation value of its outstanding preferred shares). In addition, the Trust would not be permitted to declare any cash
dividend or other distribution on its common shares unless, at the time of such declaration, the value of the Trust’s
assets less liabilities other than borrowings is at least 200% of such liquidation value.

The Trust expects that preferred shares, if issued, will pay adjustable rate dividends based on shorter-term interest
rates, which would be redetermined periodically by a fixed spread or remarketing process, subject to a maximum rate
which would increase over time in the event of an extended period of unsuccessful remarketing. The adjustment
period for preferred share dividends could be as short as one day or as long as a year or more. Preferred shares, if
issued, could include a liquidity feature that allows holders of preferred shares to have their shares purchased by a
liquidity provider in the event that sell orders have not been matched with purchase orders and successfully settled in a
remarketing. The Trust expects that it would pay a fee to the provider of this liquidity feature, which would be borne
by common shareholders of the Trust.  The terms of such liquidity feature could require the Trust to redeem preferred
shares still owned by the liquidity provider following a certain period of continuous, unsuccessful remarketing, which
may adversely impact the Trust.

If preferred shares are issued, the Trust intends, to the extent possible, to purchase or redeem preferred shares from
time to time to the extent necessary in order to maintain asset coverage of any preferred shares of at least 200%. In
addition, as a condition to obtaining ratings on the preferred shares, the terms of any preferred shares issued are
expected to include asset coverage maintenance provisions which will require the redemption of the preferred shares
in the event of non-compliance by the Trust and may also prohibit dividends and other distributions on the common
shares in such circumstances. In order to meet redemption requirements, the Trust may have to liquidate portfolio
securities. Such liquidations and redemptions would cause the Trust to incur related transaction costs and could result
in capital losses to the Trust. Prohibitions on dividends and other distributions on the common shares could impair the
Trust’s ability to qualify as a regulated investment company (“RIC”) under the Code. If the Trust has preferred shares
outstanding, two of the Trustees will be elected by the holders of preferred shares voting separately as a class. The
remaining Trustees will be elected by holders of common shares and preferred shares voting together as a single class.
In the event the Trust failed to pay dividends on preferred shares for two years, holders of preferred shares would be
entitled to elect a majority of the Trustees.

If the Trust issues preferred shares, the Trust expects that it will be subject to certain restrictions imposed by
guidelines of one or more rating agencies that may issue ratings for preferred shares issued by the Trust. These
guidelines are expected to impose asset coverage or portfolio composition requirements that are more stringent than
those imposed on the Trust by the Investment Company Act. It is not anticipated that these covenants or guidelines
would impede the Advisors from managing the Trust’s portfolio in accordance with the Trust’s investment objectives
and policies.

Derivatives
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The Trust may enter into derivative securities transactions that have economic leverage embedded in them.  Derivative
transactions that the Trust may enter into and the risks associated with them are described elsewhere in this
Prospectus. The Trust cannot assure you that investments in derivative securities that have economic leverage
embedded in them will result in a higher return on its common shares.   Inasmuch as any obligations of the Trust that
arise from derivatives transactions will be covered by segregated liquid assets or offsetting transactions, the Trust and
the Advisors believe such obligations do not constitute senior securities and, accordingly, will not treat such
transactions as being subject to its borrowing restrictions or policies regarding economic leverage.

Temporary Borrowings

 The Trust may also borrow money as a temporary measure for extraordinary or emergency purposes, including the
payment of dividends and the settlement of securities transactions which otherwise might require untimely
dispositions of Trust securities.
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RISKS

The net asset value of, and dividends paid on, the common shares will fluctuate with and be affected by, among other
things, the risks more fully described below.

No Operating History

The Trust is a newly organized, non-diversified, closed-end management investment company with no operating
history.  The Trust does not have any historical financial statements or other meaningful operating or financial data on
which potential investors may evaluate the Trust and its performance.  An investment in the Trust is therefore subject
to all of the risks and uncertainties associated with a new business, including the risk that the Trust will not achieve its
investment objectives and that the value of any potential investment in our common shares could decline substantially
as a consequence.

Non-Diversified Status

The Trust will be a non-diversified fund. As defined in the Investment Company Act, a non-diversified fund may have
a significant part of its investments in a smaller number of securities than can a diversified fund. Having a larger
percentage of assets in a smaller number of securities makes a non-diversified fund, like the Trust, more susceptible to
the risk that one single event or occurrence can have a significant adverse impact upon the Trust.

Investment and Market Discount Risk

An investment in the Trust’s common shares is subject to investment risk, including the possible loss of the entire
amount that you invest. As with any stock, the price of the Trust’s common shares will fluctuate with market
conditions and other factors. If shares are sold, the price received may be more or less than the original investment.
The value of your investment in the Trust will be reduced immediately following the initial offering by the amount of
the sales load and the amount of the organizational and offering expenses paid by the Trust. Common shares are
designed for long-term investors and should not be treated as trading vehicles. Shares of closed-end management
investment companies frequently trade at a discount from their net asset value. This risk is separate and distinct from
the risk that the Trust’s net asset value could decrease as a result of its investment activities.  At any point in time an
investment in the Trust’s common shares may be worth less than the original amount invested, even after taking into
account distributions paid by the Trust. This risk may be greater for investors who sell their common shares in a
relatively short period of time after completion of the initial offering. The Trust anticipates using leverage, which will
magnify the Trust’s investment, market and certain other risks.

Fixed Income Securities Risks

Fixed income securities in which the Trust may invest are generally subject to the following risks:

Issuer Risk. The value of fixed income securities may decline for a number of reasons which directly relate to the
issuer, such as management performance, financial leverage, reduced demand for the issuer’s goods and services,
historical and prospective earnings of the issuer and the value of the assets of the issuer.

Credit Risk.   Credit risk is the risk that one or more fixed income securities in the Trust’s portfolio will decline in
price or fail to pay interest or principal when due because the issuer of the security experiences a decline in its
financial status. Credit risk is increased when a portfolio security is downgraded or the perceived creditworthiness of
the issuer deteriorates.  To the extent the Trust invests in below investment grade securities, it will be exposed to a
greater amount of credit risk than a fund which only invests in investment grade securities. In addition, to the extent
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the Trust uses credit derivatives, such use will expose it to additional risk in the event that the bonds underlying the
derivatives default.  See “Risks—Below Investment Grade Securities Risk.”

Interest Rate Risk. The value of certain fixed income securities in the Trust’s portfolio could be affected by interest
rate fluctuations. Generally, when market interest rates fall, fixed rate securities prices rise, and vice versa. Interest
rate risk is the risk that the securities in the Trust’s portfolio will decline in value because of increases in market
interest rates. The prices of longer-term securities fluctuate more than prices of shorter-term securities as interest rates
change. These risks may be greater in the current market environment because certain interest rates are near
historically low levels. Because the Trust will initially invest primarily in long-term securities, the net asset value and
market price per share of the common shares will fluctuate more in response to changes in market interest rates than if
the Trust invested primarily in shorter-term securities. The Trust’s use of leverage, as described below, will tend to
increase common share interest rate risk.  The Trust may utilize certain strategies, including taking positions in futures
or interest rate swaps, for the purpose of reducing the interest rate sensitivity of fixed income securities held by the
Trust and decreasing the Trust’s exposure to interest rate risk.
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The Trust is not required to hedge its exposure to interest rate risk and may choose not to do so. In addition, there is
no assurance that any attempts by the Trust to reduce interest rate risk will be successful or that any hedges that the
Trust may establish will perfectly correlate with movements in interest rates.

The Trust may invest in variable and floating rate debt instruments, which generally are less sensitive to interest rate
changes than longer duration fixed rate instruments, but may decline in value in response to rising interest rates if, for
example, the rates at which they pay interest do not rise as much, or as quickly, as market interest rates in general.
Conversely, variable and floating rate instruments generally will not increase in value if interest rates decline. The
Trust also may invest in inverse floating rate debt securities, which may decrease in value if interest rates increase,
and which also may exhibit greater price volatility than fixed rate debt obligations with similar credit quality. To the
extent the Trust holds variable or floating rate instruments, a decrease (or, in the case of inverse floating rate
securities, an increase) in market interest rates will adversely affect the income received from such securities , which
may adversely affect the net asset value of the Trust’s common shares.

Prepayment Risk. During periods of declining interest rates, borrowers may exercise their option to prepay principal
earlier than scheduled. For fixed rate securities, such payments often occur during periods of declining interest rates,
forcing the Trust to reinvest in lower yielding securities, resulting in a possible decline in the Trust’s income and
distributions to shareholders. This is known as prepayment or “call” risk. Below investment grade securities frequently
have call features that allow the issuer to redeem the security at dates prior to its stated maturity at a specified price
(typically greater than par) only if certain prescribed conditions are met (“call protection”).  For premium bonds (bonds
acquired at prices that exceed their par or principal value) purchased by the Trust, prepayment risk may be enhanced.

Reinvestment Risk. Reinvestment risk is the risk that income from the Trust’s portfolio will decline if the Trust invests
the proceeds from matured, traded or called fixed income securities at market interest rates that are below the Trust
portfolio’s current earnings rate.

Duration and Maturity Risk. The Trust has no set policy regarding portfolio maturity or duration. Holding long
duration and long maturity investments will expose the Trust to certain magnified risks.

Below Investment Grade Securities Risk

The Trust may invest in securities that are rated, at the time of investment, below investment grade quality (rated
“Ba/BB” or below, or unrated but judged to be of comparable quality by the Advisors), which are commonly referred to
as “junk bonds” and are regarded as predominantly speculative with respect to the issuer’s capacity to pay interest and
repay principal.  The value of high yield, lower quality bonds is affected by the creditworthiness of the issuers of the
securities and by general economic and specific industry conditions.  Issuers of high yield bonds are not perceived to
be as strong financially as those with higher credit ratings.  These issuers are more vulnerable to financial setbacks
and recession than more creditworthy issuers, which may impair their ability to make interest and principal payments.
Lower grade securities may be particularly susceptible to economic downturns. It is likely that an economic recession
could disrupt severely the market for such securities and may have an adverse impact on the value of such securities.
In addition, it is likely that any such economic downturn could adversely affect the ability of the issuers of such
securities to repay principal and pay interest thereon and increase the incidence of default for such securities. See
“Risks—Risk Associated with Recent Market Events.”

Lower grade securities, though high yielding, are characterized by high risk. They may be subject to certain risks with
respect to the issuing entity and to greater market fluctuations than certain lower yielding, higher rated securities. The
secondary market for lower grade securities may be less liquid than that for higher rated securities. Adverse conditions
could make it difficult at times for the Trust to sell certain securities or could result in lower prices than those used in
calculating the Trust’s net asset value. Because of the substantial risks associated with investments in lower grade
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securities, you could lose money on your investment in common shares of the Trust, both in the short-term and the
long-term.

The prices of fixed income securities generally are inversely related to interest rate changes; however, below
investment grade securities historically have been somewhat less sensitive to interest rate changes than higher quality
securities of comparable maturity because credit quality is also a significant factor in the valuation of lower grade
securities.  On the other hand, an increased rate environment results in increased borrowing costs generally, which
may impair the credit quality of low-grade issuers and thus have a more significant effect on the value of some lower
grade securities.  In addition, the current extraordinary low rate environment has expanded the historic universe of
buyers of lower grade securities as traditional investment grade oriented investors have been forced to accept more
risk in order to maintain income.  As rates rise, these recent entrants to the low-grade securities market may exit the
market and reduce demand for lower grade securities, potentially resulting in greater price volatility.
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The ratings of Moody’s, S&P, Fitch and other rating agencies represent their opinions as to the quality of the
obligations which they undertake to rate.  Ratings are relative and subjective and, although ratings may be useful in
evaluating the safety of interest and principal payments, they do not evaluate the market value risk of such
obligations.  Although these ratings may be an initial criterion for selection of portfolio investments, the Advisors also
will independently evaluate these securities and the ability of the issuers of such securities to pay interest and
principal.  To the extent that the Trust invests in lower grade securities that have not been rated by a rating agency, the
Trust’s ability to achieve its investment objectives will be more dependent on the Advisors’ credit analysis than would
be the case when the Trust invests in rated securities.

The Trust may invest in securities rated in the lower rating categories (rated Caa1/CCC+ or below, or unrated but
judged to be of comparable quality by the Advisors).   For these securities, the risks associated with below investment
grade instruments are more pronounced.  The Trust may purchase stressed or distressed securities, including securities
that are in default or the issuers of which are in bankruptcy, which involve heightened risks.  See “Risks—Distressed and
Defaulted Securities Risk.”

Mortgage Related Securities Risks

MBS Risk. Investing in MBS entails various risks. MBS represent an interest in a pool of mortgages. The risks
associated with MBS include: credit risk associated with the performance of the underlying mortgage properties and
of the borrowers owning these properties; risks associated with their structure and execution (including the collateral,
the process by which principal and interest payments are allocated and distributed to investors and how credit losses
affect the return to investors in such MBS); risks associated with the servicer of the underlying mortgages ; adverse
changes in economic conditions and circumstances, which are more likely to have an adverse impact on MBS secured
by loans on certain types of commercial properties than on those secured by loans on residential properties;
prepayment risk, which can lead to significant fluctuations in the value of the mortgage-backed security;  loss of all or
part of the premium, if any, paid; and decline in the market value of the security, whether resulting from changes in
interest rates, prepayments on the underlying mortgage collateral or perceptions of the credit risk associated with the
underlying mortgage collateral.  In addition, the Trust’s level of investment in MBS of a particular type or in MBS
issued or guaranteed by affiliated obligors, serviced by the same servicer or backed by underlying collateral located in
a specific geographic region, may subject the Trust to additional risk.

When market interest rates decline, more mortgages are refinanced and the securities are paid off earlier than
expected. Prepayments may also occur on a scheduled basis or due to foreclosure. During such periods, the
reinvestment of prepayment proceeds by the Trust will generally be at lower rates than the rates that were carried by
the obligations that have been prepaid.  When market interest rates increase, the market values of MBS decline. At the
same time, however, mortgage refinancings and prepayments slow, lengthening the effective maturities of these
securities. As a result, the negative effect of the rate increase on the market value of MBS is usually more pronounced
than it is for other types of fixed income securities. Moreover, the relationship between borrower prepayments and
changes in interest rates may mean some high-yielding mortgage related and other asset-backed securities have less
potential for increases in value if market interest rates were to fall than conventional bonds with comparable
maturities.

MBS generally are classified as either  RMBS or CMBS, each of which are subject to certain specific risks as further
described below.

RMBS Risk. Credit-related risk on RMBS arises from losses due to delinquencies and defaults by the borrowers in
payments on the underlying mortgage loans and breaches by originators and servicers of their obligations under the
underlying documentation pursuant to which the RMBS are issued. Residential mortgage loans are obligations of the
borrowers thereunder only and are not typically insured or guaranteed by any other person or entity. The rate of
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delinquencies and defaults on residential mortgage loans and the aggregate amount of the resulting losses will be
affected by a number of factors, including general economic conditions, particularly those in the area where the
related mortgaged property is located, the level of the borrower’s equity in the mortgaged property and the individual
financial circumstances of the borrower. If a residential mortgage loan is in default, foreclosure on the related
residential property may be a lengthy and difficult process involving significant legal and other expenses. The net
proceeds obtained by the holder on a residential mortgage loan following the foreclosure on the related property may
be less than the total amount that remains due on the loan. The prospect of incurring a loss upon the foreclosure of the
related property may lead the holder of the residential mortgage loan to restructure the residential mortgage loan or
otherwise delay the foreclosure process. Non-agency RMBS have no direct or indirect government guarantees of
payment and are subject to various risks as described herein.

MBS issued by FNMA or FHLMC are guaranteed as to timely payment of principal and interest by FNMA or
FHLMC, but are not backed by the full faith and credit of the U.S. Government.  In 2008 , FHFA placed FNMA and
FHLMC
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