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Approximate date of proposed public offering: From time to time after the effective date of this Registration
Statement.

If any securities being registered on this form will be offered on a delayed or continuous basis in reliance on Rule 415
under the Securities Act of 1933, as amended, other than securities offered in connection with a dividend reinvestment
plan, check the following box . . . . x

It is proposed that this filing will become effective (check appropriate box):

0o When declared effective pursuant to section 8(c).

If appropriate, check the following box:

o This [post-effective] amendment designates a new effective date for a previously filed [post-effective amendment]
[registration statement].
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o This form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act
and the Securities Act registration statement number of the earlier effective registration. statement for the same
offering is

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Title of Securities Amount Being Proposed Maximum  Aggregate Offering Amount of
Being Registered Registered Offering Price Per Price Registration Fee
Share

Common Shares of
Beneficial Interest, par
value $0.01 per share (D ) $100,000,000(3) $12,880(4)

(1) There are being registered hereunder a presently indeterminate number of common shares to be offered on an
immediate, continuous or delayed basis.

(2) The proposed maximum offering price per share will be determined, from time to time, by the Registrant in
connection with the sale by the Registrant of the securities registered under this registration statement.

(3) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(0) under the Securities
Act of 1933, as amended.

(4) 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 this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933, as amended,
or until this Registration Statement shall become effective on such date as the Securities and Exchange Commission,
acting pursuant to Section 8(a), may determine.
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The information in this 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 prospectus is not an offer
to sell these securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

Subject to Completion
Preliminary Prospectus dated April 15, 2016

BASE PROSPECTUS

$100,000,000
Guggenheim Credit Allocation Fund

Common Shares

Investment Objective. Guggenheim Credit Allocation Fund (the “Fund”) is a diversified, closed-end management
investment company. The Fund’s investment objective is to seek total return through a combination of current income
and capital appreciation. The Fund cannot assure investors that it will achieve its investment objective or be able to
structure its investments as anticipated, and you could lose some or all of your investment.

Investment Strategy. Under normal market conditions, the Fund will invest at least 80% of its net assets, plus the
amount of any borrowings for investment purposes, in fixed-income securities, debt securities and loans and
investments with economic characteristics similar to fixed-income securities, debt securities and loans (collectively,
“credit securities”). Credit securities in which the Fund may invest consist of corporate bonds, loans and loan
participations, asset-backed securities (all or a portion of which may consist of collateralized loan obligations),
mortgage-backed securities (both residential mortgage-backed securities and commercial mortgage-backed securities),
U.S. Government and agency securities, mezzanine and preferred securities, convertible securities, commercial paper,
municipal securities and sovereign government and supranational debt securities. The Fund will seek to achieve its
investment objective by investing in a portfolio of credit securities selected from a variety of sectors and credit
qualities. The Fund may invest in credit securities that are rated below investment grade, or, if unrated, determined to
be of comparable quality (also known as “high yield securities” or “junk bonds”). The Fund may invest in credit securities
of any duration or maturity. Credit securities in which the Fund may invest may pay fixed or variable rates of interest.
The Fund may invest without limitation in securities of non-U.S. issuers, including issuers in emerging markets.

(continued on following page)

Offering. The Fund may offer, from time to time, up to $100,000,000 aggregate initial offering price of common
shares of beneficial interest, par value $0.01 per share (“Common Shares”), in one or more offerings in amounts, at
prices and on terms set forth in one or more supplements to this Prospectus (each a “Prospectus Supplement”). You
should read this Prospectus and any related Prospectus Supplement carefully before you decide to invest in the
Common Shares.



Edgar Filing: Guggenheim Credit Allocation Fund - Form N-2/A

The Fund may offer Common Shares (1) directly to one or more purchasers, (2) through agents that the Fund may
designate from time to time or (3) to or through underwriters or dealers. The Prospectus Supplement relating to a
particular offering of Common Shares will identify any agents or underwriters involved in the sale of Common
Shares, and will set forth any applicable purchase price, fee, commission or discount arrangement between the Fund
and agents or underwriters or among underwriters or the basis upon which such amount may be calculated. The Fund
may not sell Common Shares through agents, underwriters or dealers without delivery of this Prospectus and a
Prospectus Supplement. See “Plan of Distribution.”

Investing in the Fund’s Common Shares involves certain risks. The Fund intends to utilize leverage, which is
subject to numerous risks. Credit securities of below investment grade quality (commonly referred to as “junk bonds™)
are considered predominantly speculative with respect to the issuer’s capacity to pay interest and repay principal when
due. These risks may be more pronounced with respect to the Fund’s investments in securities rated Caal/CCC+ or
below or securities of distressed or defaulted issuers. The Fund may invest without limitation in non-U.S. issuers,
including in emerging markets, which involve special risks, including foreign currency risk and the risk that the
securities may decline in response to unfavorable political and legal developments, unreliable or untimely information
or economic and financial instability. An investment in the Fund is subject to investment risk, including the possible
loss of the entire principal amount that you invest. See “Risks” beginning on page 67 of this Prospectus. Certain of these
risks are summarized in ‘“Prospectus Summary—Special Risk Considerations” beginning on page 8 of this Prospectus. You
should carefully consider these risks together with all of the other information contained in this Prospectus before
making a decision to purchase the Fund’s common shares

Neither the Securities and Exchange Commission (“SEC”) 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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(continued from previous page)

The Fund may, but is not required to, use various derivatives transactions for hedging and risk management
purposes, to facilitate portfolio management and to earn income or enhance total return. The Fund may use such
transactions as a means to synthetically implement the Fund’s investment strategies. To the extent that the Fund invests
in synthetic investments with economic characteristics similar to credit securities, the value of such investments will
be counted as credit securities for purposes of the Fund’s policy of investing at least 80% of its net assets, plus the
amount of any borrowings for investment purposes, in credit securities.

In addition, as an alternative to holding investments directly, the Fund may also obtain investment exposure by
investing in other investment companies. The Fund may invest in open-end funds, closed-end funds and
exchange-traded funds. For purposes of the Fund’s 80% Policy, the Fund will include its investments in other
investment companies that have a policy of investing at least 80% of their net assets, plus the amount of any
borrowings for investment purposes, in one or more types of credit securities.

Adviser. Guggenheim Funds Investment Advisors, LLC (the “Investment Adviser”) serves as the Fund’s investment
adviser and is responsible for the management of the Fund. Guggenheim Partners Investment Management, LLC (the
“Sub-Adviser”) serves as the Fund’s investment sub-adviser and is responsible for the management of the Fund’s
portfolio of securities. Each of the Investment Adviser and the Sub-Adviser is an indirect subsidiary of Guggenheim
Partners, LLC (“Guggenheim Partners”). Guggenheim Partners is a diversified financial services firm with wealth
management, capital markets, investment management and proprietary investing businesses, whose clients are a mix
of individuals, family offices, endowments, foundation insurance companies and other institutions that have entrusted
Guggenheim Partners with the supervision of more than $240 billion of assets as of December 31, 2015. Guggenheim
Partners is headquartered in Chicago and New York with a global network of offices throughout the United States,
Europe, and Asia. The Investment Adviser and the Sub-Adviser are referred to herein collectively as the “Adviser.”

Financial Leverage. The Fund may employ leverage through (i) the issuance of senior securities representing
indebtedness, including through borrowing from financial institutions or issuance of debt securities, including notes or
commercial paper (collectively, “Indebtedness”), (ii) the issuance of preferred shares (“Preferred Shares™) or (iii) engaging
in reverse repurchase agreements, dollar rolls and economically similar transactions (collectively with Indebtedness
and Preferred Shares, “Financial Leverage”). The Adviser anticipates that the use of Financial Leverage will result in
higher income to holders of Common Shares (“Common Shareholders”) over time; however, there can be no assurance
that the Adviser’s expectations will be realized or that a leveraging strategy will be successful in any particular time
period. Use of Financial Leverage creates an opportunity for increased income and capital appreciation but, at the
same time, creates special risks. The costs associated with the issuance and use of Financial Leverage will be borne by
the Common Shareholders. Under current market conditions, the Fund currently expects to utilize Financial Leverage
through Indebtedness and/or reverse repurchase agreements, such that the aggregate amount of Financial Leverage is
not expected to exceed 33 1 /3 % of the Fund’s Managed Assets (including the proceeds of such Financial Leverage)
(or 50% of net assets). As of November 30, 2015, the Fund had reverse repurchase agreements outstanding
representing Financial Leverage equal to approximately 33% of the Fund’s Managed Assets. As of November 30,
2015, the Fund did not have any Indebtedness or Preferred Shares oustanding. In addition the Fund may engage in
certain derivatives transactions that have economic characteristics similar to leverage. The Fund intends to earmark or
segregate cash or liquid securities or otherwise cover such transactions in accordance with applicable interpretations
of the staff of the SEC, in which case the Fund’s obligations under such transactions will not be included in calculating
the aggregate amount of the Fund’s Financial Leverage.

“Managed Assets” means the total assets of the Fund, including the assets attributable to the proceeds from Financial
Leverage, including the issuance of senior securities representing indebtedness (including through borrowing from
financial institutions or issuance of debt securities, including notes or commercial paper), the issuance of preferred
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shares, the effective leverage of certain portfolio transactions such as reverse repurchase agreements and/or dollar
rolls, or any other form of Financial Leverage, minus liabilities, other than liabilities related to any Financial
Leverage. Managed Assets includes assets attributable to Financial Leverage of any form. See “Use of Financial
Leverage” and “Risks—Financial Leverage Risk.”

il
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Common Shares. The Fund’s currently outstanding Common Shares are, and the Common Shares offered by this
Prospectus, will be, subject to notice of issuance, listed on the New York Stock Exchange (the “NYSE”) under the
symbol “GGM.” The net asset value of the Common Shares at the close of business on April 12, 2016 was $19.68 per
share, and the last reported sale price of the Common Shares on the NYSE on such date was $18.92, representing a
discount to net asset value of 3.86%. See “Market and Net Asset Value Information.”

You should read this Prospectus, which contains important information about the Fund, together with any
Prospectus Supplement, before deciding whether to invest, and retain it for future reference. A Statement of
Additional Information, dated , 2016, containing additional information about the Fund, has been filed with the
SEC and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of the Statement
of Additional Information, the table of contents of which is on page 113 of this Prospectus, or request other
information about the Fund (including the Fund’s annual and semi-annual reports) or make shareholder inquiries by
calling (800) 345-7999 or by writing the Fund, or you may obtain a copy (and other information regarding the Fund)
from the SEC’s website (www.sec.gov). Free copies of the Fund’s reports and the SAI will also be available from the
Fund’s website at www.guggenheiminvestments.com.

The Fund’s Common Shares do not represent a deposit or 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.

iii




Edgar Filing: Guggenheim Credit Allocation Fund - Form N-2/A

TABLE OF CONTENTS

Page
Prospectus Summary 1
Summary of Fund Expenses 38
Senior Securities and Other Financial Leverage 41
The Fund 42
Use of Proceeds 42
Market and Net Asset Value Information 42
Investment Objective and Policies 43
The Fund’s Investments 45
Use of Financial Leverage 64
Risks 68
Management of the Fund 96
Net Asset Value 98
Distributions 99
Dividend Reinvestment Plan 100
Description of Capital Structure 101
Anti-Takeover and Other Provisions in the Fund’s Governing Documents 103
Closed-End Fund Structure 104
Repurchase of Common Shares; Conversion to Open-End Fund 104
Tax Matters 105
Plan of Distribution 109
Custodian, Administrator, Transfer Agent and Dividend Disbursing Agent 111
Legal Matters 111
Independent Registered Public Accounting Firm 111
Additional Information 112
Privacy Principles of the Fund 112
Table of Contents of the Statement of Additional Information 113

You should rely only on the information contained or incorporated by reference in this Prospectus. The Fund has
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. The Fund is 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. The Fund’s business, financial condition and prospects may have
changed since that date.

FORWARD-LOOKING STATEMENTS

This Prospectus contains or incorporates by reference forward-looking statements, within the meaning of the
federal securities laws, that involve risks and uncertainties. These statements describe the Fund’s plans, strategies, and
goals and the Fund’s beliefs and assumptions concerning future economic and other conditions and the outlook for the
Fund, based on currently available information. In this Prospectus, words such as “anticipates,” “believes,” “expects,”
“objectives,” “goals,” “future,” “intends,” “seeks,” “will,” “may,” “could,” “should,” and similar expressions are used in an eff
identify forward-looking statements, although some forward-looking statements may be expressed differently. The
Fund is not entitled to the safe harbor for forward-looking statements pursuant to Section 27A of the Securities Act of
1933, as amended.

99 ¢ 29 ¢
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PROSPECTUS SUMMARY

This is only a summary of information contained elsewhere in this Prospectus. This summary does not contain all of

the information that you should consider before investing in the Fund’s Common Shares. You should carefully read the
more detailed information contained in this Prospectus and any related Prospectus Supplements, especially the
information set forth under the headings “Investment Objective and Policies” and “Risks.” You may also wish to request a
copy of the Fund’s Statement of Additional Information, , 2016 (the “SAI”), which contains additional
information about the Fund.

The Fund

The Offering

Use Of Proceeds

Guggenheim Credit Allocation Fund (the “Fund”) is a diversified, closed-end management investment
company.

Guggenheim Funds Investment Advisors, LLC (the “Investment Adviser”) serves as the Fund’s
investment adviser and is responsible for the management of the Fund. Guggenheim Partners
Investment Management, LLC (the “Sub-Adviser”) serves as the Fund’s investment sub-adviser and is
responsible for the management of the Fund’s portfolio of securities. Each of the Investment Adviser
and the Sub-Adviser is an indirect subsidiary of Guggenheim Partners, LLC (“Guggenheim Partners”).
The Investment Adviser and the Sub-Adviser are referred to herein collectively as the “Adviser.”

The Fund may offer, from time to time, up to $100,000,000 aggregate initial offering price of
Common Shares, on terms to be determined at the time of the offering. The Fund will offer Common
Shares at prices and on terms to be set forth in one or more supplements to this Prospectus (each a
“Prospectus Supplement”).

The Fund may offer Common Shares (1) directly to one or more purchasers, (2) through agents that
the Fund may designate from time to time, or (3) to or through underwriters or dealers. The
Prospectus Supplement relating to a particular offering will identify any agents or underwriters
involved in the sale of Common Shares, and will set forth any applicable purchase price, fee,
commission or discount arrangement between the Fund and agents or underwriters or among
underwriters or the basis upon which such amount may be calculated. The Fund may not sell
Common Shares through agents, underwriters or dealers without delivery of this Prospectus and a
Prospectus Supplement describing the method and terms of the offering of Common Shares. See
“Plan of Distribution.”

Unless otherwise specified in a Prospectus Supplement, the Fund intends to invest the net proceeds
of an offering of Common Shares in accordance with its investment objective and policies as stated
herein. It is currently anticipated that the Fund will be able to invest substantially all of the net
proceeds of an offering of Common Shares in accordance with its investment objective and policies
within three months after the completion of any such offering. Pending such investment, it is
anticipated that the proceeds will be invested in cash, cash equivalents or other securities, including
U.S. government securities or high quality, short-term debt securities. The Fund may also use the
proceeds for working capital purposes, including the payment of distributions, interest and operating
expenses, although the Fund currently has no intent to issue Common Shares primarily for these
purposes.

11
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Investment The Fund’s investment objective is to seek total return through a combination of current income and

Objective capital appreciation. The Fund cannot assure investors that it will achieve its investment objective.
The Fund’s investment objective may be changed by the Fund’s Board of Trustees on 60 days’ prior
written notice to shareholders.

Investment The Adviser will make investment selections based upon a rigorous credit selection process and a
Philosophy and relative value investment philosophy, which seeks to identify segments of the credit securities
Investment markets as well as individual credit securities whose current prices or spreads are undervalued
Process relative to the Adviser’s view of their long-term values and/or historical norms. The Adviser analyzes

segments of the credit securities markets based upon various factors, including economic and market
conditions and outlooks, securities valuations, investment opportunities, risk analysis, and credit
market trends, to identify securities that the Adviser believes are undervalued or trading below
historical norms. The Adviser has the flexibility to allocate the Fund’s assets across various asset
classes within the credit securities market and may focus on particular countries, regions, asset
classes and sectors to the exclusion of others at any time and from time to time. The Fund’s
investment policy is predicated upon the belief that thorough and independent credit research
combined with thoughtful credit allocation decisions are rewarded with the potential to outperform
applicable benchmarks for long-term investors.

Investment Under normal market conditions, the Fund will invest at least 80% of its net assets, plus the amount
Portfolio of any borrowings for investment purposes, in fixed-income securities, debt securities and loans and
investments with economic characteristics similar to fixed-income securities, debt securities and
loans (collectively, “credit securities”). Credit securities in which the Fund may invest consist of:
* corporate bonds;
* loans (which may consist of senior secured floating rate loans (‘“‘Senior Loans”), second lien secured
floating rate loans (“Second Lien Loans”), subordinated secured loans (“Subordinated
Secured Loans”) and unsecured loans (“Unsecured Loans”), each with fixed and variable interest

rates) and loan participations and assignments (collectively, “Loans”);

* asset-backed securities (“ABS”) (all or a portion of which may consist of collateralized loan
obligations (“CLOs”));

» mortgage-backed securities (“MBS”) (both residential mortgage-backed securities (“RMBS”) and
commercial mortgage-backed securities (“CMBS”));

» U.S. Government and agency securities;
* mezzanine and preferred securities;
 convertible securities;

* commercial paper;

12
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* municipal securities; and
* sovereign government and supranational debt securities.

The Fund will seek to achieve its investment objective by investing in a portfolio of credit securities
selected from a variety of sectors and credit qualities. The Fund’s investment portfolio may consist of
investments in the types of securities described herein. There is no guarantee the Fund will buy all of
the types of securities or use all of the investment techniques that are described herein.

The Fund may invest in credit securities rated below investment grade, or, if unrated, determined to

be of comparable quality. A security is considered below investment grade quality if it is rated

below investment grade (that is, below Baa3- by Moody’s Investors Service, Inc. (“Moody’s”) or below
BBB- by Standard & Poor’s Ratings Services (“S&P”) or Fitch Ratings (“Fitch”) or comparably ranked
by another Nationally Recognized Statistical Rating Organization (“NRSRO”)) or, if unrated, judged

to be below investment grade quality by the Adviser. Below investment grade quality securities
(commonly referred to as “high yield” or “junk” bonds) involve special risks as compared to securities of
investment grade quality. Under normal market conditions, the Fund will not invest more than 25%

of its Managed Assets in credit securities that are, at the time of investment, rated Caal or below by
Moody’s or CCC+ or below by S&P or Fitch or, or that are unrated but determined by the Adviser to

be of comparable quality. The foregoing credit quality policy does not apply to investments in MBS
and the Fund may invest in MBS without limitation as to credit quality. For purposes of applying the
Fund’s credit quality policies, in the case of securities with multiple ratings (i.e., a security receiving
two or more different ratings from two or more different NRSROs), the Fund will apply the highest

of the applicable ratings.

The Fund may invest in credit securities of any duration or maturity and is not required to maintain
any particular maturity or duration for its portfolio as a whole. Under current market conditions, the
Adpvisor intends to maintain a shorter leverage-adjusted average portfolio duration of 1 to 4 years.
However, the Adviser will dynamically adjust average portfolio duration based on market
conditions. The Adviser may seek to adjust the portfolio’s duration or maturity based on its
assessment of current and projected market conditions and all factors that the Adviser deems
relevant. Any decisions as to the targeted duration or maturity of any particular category of
investments or of the Fund’s portfolio generally will be made based on all pertinent market factors at
any given time.

The Fund may invest in senior, junior, secured and unsecured credit securities including
subordinated or mezzanine securities. Credit securities in which the Fund may invest may have
fixed, floating or variable interest rates, interest rates that change based on multiples of changes in a
specified index of interest rates or interest rates that change inversely to changes in interest rates, or
may not bear interest.

14
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The Fund may invest in credit securities of any types of issuers. Credit securities in which the Fund
may invest may be issued by domestic and non-U.S. corporations and other non-governmental or
business entities, operating in any industries or sectors; the U.S. Government, its agencies or
instrumentalities and government sponsored entities; states, territories and possessions of the United
States, including the District of Columbia, and their political subdivisions, agencies or
instrumentalities; foreign governmental issuers; international agencies and supranational entities;
and special purpose vehicles created for the purpose of issuing structured, collateralized or
asset-backed securities. The Fund may invest in publicly offered credit securities and privately
offered credit securities of both public and private issuers.

The Fund may invest without limitation in securities of non-U.S. issuers, including issuers in
emerging markets.

The Fund may invest without limitation in unregistered securities, restricted securities and securities
for which there is no readily available trading market or that are otherwise illiquid. Securities within
any of the types of credit securities in which the Fund may invest may be unregistered, restricted or
illiquid. The Fund may invest in privately issued securities of both public and private companies,
which may be illiquid. Illiquid securities include securities legally restricted as to resale, securities
for which there is no readily available trading market or that are otherwise illiquid. The Fund may
acquire securities through private placements under which it may agree to contractual restrictions on
the resale of such securities.

As an alternative to holding investments directly, the Fund may also obtain investment exposure to
securities in which it may invest by investing up to 20% of its Managed Assets in other investment
companies. The Fund may invest in open-end funds, closed-end funds and exchange-traded funds.
For purposes of the Fund’s policy of investing at least 80% of its net assets, plus the amount of any
borrowings for investment purposes, in credit securities (the “80% Policy”), the Fund will include its
investments in other investment companies that have a policy of investing at least 80% of their net
assets, plus the amount of any borrowings for investment purposes, in one or more types of credit
securities. See “The Fund’s Investments—Other Investment Companies.”

“Managed Assets” means the total assets of the Fund, including the assets attributable to the proceeds
from financial leverage, including the issuance of senior securities representing indebtedness
(including through borrowing from financial institutions or issuance of debt securities, including
notes or commercial paper), the issuance of preferred shares, the effective leverage of certain
portfolio transactions such as reverse repurchase agreements and/or dollar rolls, or any other form of
financial leverage, minus liabilities, other than liabilities related to any financial leverage. Managed
Assets includes assets attributable to financial leverage of any form.

The Fund may, but is not required to, use various derivatives transactions for hedging and risk
management purposes, to facilitate portfolio management and to earn income or enhance total
return. The

15



Edgar Filing: Guggenheim Credit Allocation Fund - Form N-2/A

use of derivatives transactions to earn income or enhance total return may be particularly
speculative. Derivatives are financial instruments the value of which is derived from a reference
instrument. The Fund may engage in a variety of derivatives transactions. The Fund may purchase
and sell exchange-listed and over-the-counter put and call options, purchase and sell futures
contracts and options thereon, and enter into swap, cap, floor or collar transactions. The Fund may
utilize derivatives that reference one or more securities, indices, commodities, currencies or interest
rates. In addition, the Fund may utilize new techniques, transactions, instruments or strategies that
are developed or permitted as regulatory changes occur. The Fund has not adopted a maximum
percentage limit with respect to derivatives transactions. See ‘“The Fund’s Investments—Derivatives
Transactions” in this Prospectus and “Investment Objective and Policies—Derivative Instruments” in the
SAI for additional information about particular instruments and transactions that the Fund may enter
into.

As an alternative to holding investments directly, the Fund may also obtain investment exposure
through derivatives transactions intended to replicate, modify or replace the economic attributes
associated with an investment in securities in which the Fund may invest directly. The Fund may be
exposed to certain additional risks should the Adviser use derivatives as a means to synthetically
implement the Fund’s investment strategies. Such transactions may expose the Fund to counterparty
risk, lack of liquidity in such derivative instruments and additional expenses associated with using
such derivative instruments. To the extent that the Fund invests in synthetic investments with
economic characteristics similar to credit securities, the value of such investments will be counted as
credit securities for purposes of the Fund’s 80% Policy.

The Fund may engage in certain investment transactions described herein. The Fund may enter into
forward commitments for the purchase or sale of securities. The Fund may enter into transactions on

a “when issued,” “to-be-announced” or “delayed delivery” basis, in excess of customary settlement periods
for the type of security involved. The Fund may lend portfolio securities to securities broker-dealers

or financial institutions and enter into short sales and repurchase agreements. The Fund may,

without limitation, seek to obtain market exposure to the securities in which it primarily invests by
entering into a series of purchase and sale contracts or by using similar investment techniques (such

as buy backs or dollar rolls). See “The Fund’s Invesments—Certain Other Investment Practices.”

Leverage The Fund may employ leverage through (i) the issuance of senior securities representing
indebtedness, including through borrowing from financial institutions or issuance of debt securities,
including notes or commercial paper (collectively, “Indebtedness”), (ii) the issuance of preferred
shares (‘“Preferred Shares”) or (iii) engaging in reverse repurchase agreements, dollar rolls and
economically similar transactions (collectively with Indebtedness and Preferred Shares, “Financial
Leverage”).

16
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The Fund may utilize leverage up to the limits imposed by the Investment Company Act of 1940
(the “1940 Act”). Under the 1940 Act the Fund may not incur Indebtedness if, immediately after
incurring such Indebtedness, the Fund would have asset coverage (as defined in the 1940 Act) of
less than 300% (i.e., for every dollar of Indebtedness outstanding, the Fund is required to have at
least three dollars of assets). Under the 1940 Act, the Fund may not issue Preferred Shares if,
immediately after issuance, the Fund would have asset coverage (as defined in the 1940 Act) of less
than 200% (i.e., for every dollar of Preferred Shares outstanding, the Fund is required to have at
least two dollars of assets). However, under current market conditions, the Fund currently expects to
utilize Financial Leverage through Indebtedness and/or reverse repurchase agreements, such that the
aggregate amount of Financial Leverage is not expected to exceed 33 1/ 3 % of the Fund’s Managed
Assets (including the proceeds of such Financial Leverage) (or 50% of net assets). As of November
30, 2015, the Fund had reverse repurchase agreements outstanding representing Financial Leverage
equal to approximately 33% of the Fund’s Managed Assets. As of November 30, 2015, the Fund did
not have any Indebtedness or Preferred Shares oustanding.

With respect to leverage incurred through investments in reverse repurchase agreements, dollar rolls
and economically similar transactions, the Fund intends to earmark or segregate cash or liquid
securities in accordance with applicable interpretations of the staff of the Securities and Exchange
Commission (the “SEC”). As a result of such segregation, the Fund’s obligations under such
transactions will not be considered indebtedness for purposes of the 1940 Act and the Fund’s use of
leverage through reverse repurchase agreements, dollar rolls and economically similar transactions
will not be limited by the 1940 Act. However, the Fund’s use of leverage through reverse repurchase
agreements, dollar rolls and economically similar transactions will be included when calculating the
Fund’s Financial Leverage and therefore will be limited by the Fund’s maximum overall Financial
Leverage levels approved by the Board of Trustees and may be further limited by the availability of
cash or liquid securities to earmark or segregate in connection with such transactions.

In addition, the Fund may engage in certain derivatives transactions that have economic
characteristics similar to leverage. To the extent the terms of such transactions obligate the Fund to
make payments, the Fund intends to earmark or segregate cash or liquid securities in an amount at
least equal to the current value of the amount then payable by the Fund under the terms of such
transactions or otherwise cover such transactions in accordance with applicable interpretations of the
staff of the SEC. As a result of such segregation or cover, the Fund’s obligations under such
transactions will not be considered indebtedness for purposes of the 1940 Act and will not be
included in calculating the aggregate amount of the Fund’s Financial Leverage. To the extent that the
Fund’s obligations under such transactions are not so segregated or covered, such obligations may be
considered ‘“‘senior securities representing indebtedness” under the 1940 Act and therefore
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subject to the 300% asset coverage requirement described above and other requirements of the 1940
Act.

The Adviser anticipates that the use of Financial Leverage may result in higher total return to the
holders of Common Shares (“Common Shareholders’) over time; however, there can be no assurance
that the Adviser’s expectations will be realized or that a leveraging strategy will be successful in any
particular time period. Use of Financial Leverage creates an opportunity for increased income and
capital appreciation but, at the same time, creates special risks. The costs associated with the
issuance of Financial Leverage will be borne by Common Shareholders, which will result in a
reduction of net asset value of the Common Shares. The fee paid to the Adviser will be calculated on
the basis of the Fund’s Managed Assets, including proceeds from Financial Leverage, so the fees
paid to the Adviser will be higher when Financial Leverage is utilized. Common Shareholders bear
the portion of the investment advisory fee attributable to the assets purchased with the proceeds of
Financial Leverage, which means that Common Shareholders effectively bear the entire advisory
fee. The maximum level of and types of Financial Leverage used by the Fund will be approved by
the Board of Trustees. There can be no assurance that a leveraging strategy will be utilized or, if
utilized, will be successful. See “Risks—Financial Leverage Risk.”

During periods in which the Adviser believes that changes in economic, financial or political
conditions make it advisable to maintain a temporary defensive posture (a “temporary defensive
period”), or in order to keep the Fund’s cash fully invested, including the period during which the net
proceeds of the offering of Common Shares are being invested, the Fund may, without limitation,

hold cash or invest its assets in money market instruments and repurchase agreements in respect of
those instruments. The Fund may not achieve its investment objective during a temporary defensive
period or be able to sustain its historical distribution levels. See “The Fund’s Investments—Temporary
Defensive Investments.”

Guggenheim Funds Investment Advisors, LLC acts as the Fund’s investment adviser pursuant to an
investment advisory agreement with the Fund (the “Advisory Agreement”). Pursuant to the Advisory
Agreement, the Investment Adviser is responsible for the management of the Fund and administers
the affairs of the Fund to the extent requested by the Board of Trustees. As compensation for its
services, the Fund pays the Investment Adviser a fee, payable monthly, in an annual amount equal to
1.00% of the Fund’s average daily Managed Assets.

Guggenheim Partners Investment Management, LL.C acts as the Fund’s investment sub-adviser
pursuant to an investment sub-advisory agreement with the Fund and the Adviser (the “Sub-Advisory
Agreement”). Pursuant to the Sub-Advisory Agreement, the Sub-Adviser will be responsible for the
management of the Fund’s portfolio of investments. The Investment Adviser pays a portion of the
advisory fee received from the Fund to the Sub-Adviser.
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The Fund intends to pay substantially all of its net investment income to Common Shareholders
through monthly distributions. In addition, the Fund intends to distribute any net long-term capital
gains to Common Shareholders at least annually. The Fund expects that dividends paid on the
Common Shares will consist primarily of (i) investment company taxable income, which includes,
among other things, ordinary income, net short- term capital gain and income from certain hedging
and interest rate transactions, and (ii) net capital gain (which is the excess of net long-term capital
gain over net short-term capital loss). The Fund cannot assure you as to what percentage of the
dividends paid on the Common Shares will consist of net capital gain, which is taxed at reduced
rates for non-corporate investors. In certain circumstances, the Fund may elect to retain income or
capital gain and pay income or excise tax on such undistributed amount, to the extent that the Board
of Trustees, in consultation with Fund management, determines it to be in the best interest of
shareholders to do so. During the Fund’s fiscal year ended May 31, 2015, the Fund paid excise tax of
$117,550. See “Distributions” and “Tax Matters.”

The Fund reserves the right to change its distribution policy and the basis for establishing the rate of
distributions at any time and may do so without prior notice to Common Shareholders.
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