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New York, NY 10017 New York, NY 10153

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

If any of the 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, other than securities offered in connection with a dividend reinvestment plan, check the following box. o

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

o when declared effective pursuant to section 8(c)

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Proposed Maximum  Proposed Maximum
Title of Securities Amount Being Offering Price per Aggregate Offering Amount of

Being Registered Registered Unit Price(1) Registration Fee

Common Shares of Beneficial Interest,
$0.001 par value 50,000 shares $20.00 $1,000,000 $114.60(2)

€]

Estimated solely for purpose of calculating the registration fee in accordance with Rule 457(c) under the Securities Act of 1933.

@

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
Securities and Exchange Commission, acting pursuant to said 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 it is not
soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject To Completion
Preliminary Prospectus Dated August 24, 2012

PROSPECTUS

Shares

Blackstone / GSO Strategic Credit Fund

Common Shares
$20.00 per Share

Investment Objectives. Blackstone / GSO Strategic Credit Fund (the "Fund") is a newly organized, non-diversified, closed-end
management investment company with no operating history. The Fund's primary investment objective is to seek high current income, with a
secondary objective to seek preservation of capital, consistent with its primary goal of high current income. There can be no assurance that the
Fund will achieve its investment objectives.

Investment Strategies. The Fund will seek to achieve its investment objectives by investing primarily in a diversified portfolio of loans
and other fixed income instruments of predominantly U.S. corporate issuers, including first- and second-lien secured loans ("Senior Secured
Loans") and high yield corporate bonds of varying maturities. Under normal market conditions, at least 80% of the Fund's Managed Assets (as
defined below) will be invested in credit investments comprised of corporate fixed income instruments and other investments (including
derivatives) with similar economic characteristics. "Managed Assets" means the Fund's net assets plus any borrowing for investment purposes,
including effective leverage (as defined below) and traditional leverage (as defined below). The fixed income instruments the Fund will invest in
will typically be rated below investment grade or, if unrated, are considered by GSO / Blackstone Debt Funds Management LLC (the
"Adviser"), the Fund's investment adviser, to be of comparable quality. Fixed income instruments that are rated below investment grade
(commonly referred to as ""high yield" or "'junk' instruments) are regarded as having predominantly speculative characteristics with
respect to the issuer's capacity to pay interest and repay principal. See "Risks Below Investment Grade Instruments Risk."

The Fund may invest without limit in corporate fixed income instruments, and may focus its investments in one or more corporate fixed
income instruments to adapt to market conditions. For example, if the Adviser believes that market conditions are favorable for a particular type
of fixed income instrument, such as Senior Secured Loans, most or all of the fixed income instruments in which the Fund invests may be Senior
Secured Loans. Similarly, if the Adviser believes that market conditions are favorable for high yield bonds, most or all of the fixed income
instruments in which the Fund invests may be high yield bonds.

No Prior History. Because the Fund is newly organized, its common shares of beneficial interest, par value $0.001 per share (the
"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 initial investors expecting to sell their Common Shares in a relatively short
period after completion of the public offering.

It is anticipated that the Fund's Common Shares will be approved for listing on the New York Stock Exchange, subject to notice of
issuance. The trading or "ticker" symbol of the Common Shares is expected to be "BGB."

Investing in the Common Shares involves certain risks. See ''Risks'' beginning on page 55 of this prospectus.

The Securities and Exchange Commission has not approved or disapproved of these securities or determined if this prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

Per Share Total(1)
Public offering price $20.00 $
Sales load(2) $ 0.90 $
Proceeds, after expenses, to the Fund(3)(4) $19.06 $
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The underwriters expect to deliver the Common Shares to purchasers on or about ,2012.

Morgan Stanley Citigroup BofA Merrill Lynch UBS Investment Bank

Barclays
Chardan Capital

BB&T Capital Markets Markets, LLC
Henley & J.J.B. Hilliard, W.L. Janney Montgomery
Company LLC Lyons, LLC Scott
Newbridge Securities Southwest Wedbush
Corporation Securities, Inc. Securities Inc.

The date of this prospectus is , 2012.

(notes on following page)

Wells Fargo Securities

RBC Capital Markets

Deutsche Bank
Securities

Maxim
Group LLC

Wunderlich
Securities
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(notes from previous page)

©)
The Fund 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 solely to cover over-allotments, if any. If such option is
exercised in full, the total public offering price, sales load and proceeds, after expenses, to the Fund will be $ ,$ and $ ,
respectively. See "Underwriters."

@
The Adviser (and not the Fund) has agreed to pay, from its own assets, upfront structuring and syndication fees to Morgan
Stanley & Co. LLC, and upfront structuring fees to Citigroup Global Markets Inc., Merrill Lynch, Pierce, Fenner & Smith
Incorporated, UBS Securities LLC and Wells Fargo Securities, LLC, and may pay certain other qualifying underwriters a structuring
fee, a sales incentive fee or additional compensation in connection with this offering. These fees are not reflected under sales load in
the table above. See "Underwriters Additional Compensation to be paid by the Adviser."

3)
The Fund has agreed to pay a distribution assistance fee of $0.02 per Common Share (or $ , assuming no exercise of the
underwriters' over-allotment option) to ALPS Distributors, Inc. for distribution assistance in connection with the offering.

@
Total offering expenses to be paid by the Fund (other than the sales load but including the distribution assistance fee mentioned above)
are estimated to be approximately $ , which represents $0.04 per Common Share. After payment of such expenses, proceeds to
the Fund will be $19.06 per Common Share. The Adviser has agreed to pay all of the Fund's organizational expenses and the Fund's
offering expenses (other than the sales load but including the distribution assistance fee) to the extent offering expenses are in excess
of $0.04 per Common Share. See "Summary of Fund Expenses."

(continued from cover page)

Limited Term. The Fund will dissolve on or about September 15, 2027, absent shareholder approval to extend such term. Upon
dissolution, the Fund will distribute substantially all of its net assets to shareholders, after making appropriate provision for any liabilities of the
Fund. The Fund's investment objectives and policies are not designed to seek to return to investors that purchase Common Shares in this offering
their initial investment of $20.00 per Common Share on the dissolution date, and such investors and investors that purchase Common Shares
after the completion of this offering may receive more or less than their original investment upon dissolution.

Leverage. The Fund anticipates incurring leverage as part of its investment strategy. The Fund currently intends to incur leverage of up to
33!/3% of its Managed Assets by borrowing under a credit facility. Although the Fund has no current intention to do so, it may also issue
preferred shares (but will not issue auction rate preferred shares), debt securities or commercial paper, or enter into similar transactions to add
leverage to its portfolio (collectively, together with borrowing money, "traditional leverage").

Although it has no current intention to do so, the Fund may also incur leverage through total return swaps, securities lending arrangements,
credit default swaps or other derivative transactions (collectively, "effective leverage"). The Fund's use of effective leverage will not exceed
25% of its Managed Assets. Although certain forms of effective leverage used by the Fund may not be considered senior securities under the
Investment Company Act of 1940, as amended, such effective leverage will be considered leverage for the Fund's leverage limits. The Fund's
total leverage, either through traditional leverage or effective leverage, will not exceed 40% of the Fund's Managed Assets. The use of leverage
is a speculative technique that involves special risks and costs. There can be no assurance
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that any leveraging strategy the Fund employs will be successful during any period in which it is employed. See "Leverage," "Risks Leverage
Risk" and "Description of Shares."

Derivatives. Under normal market conditions, the use of derivatives by the Fund will not exceed 30% of the Fund's Managed Assets. The
Fund may use derivatives for investment or hedging purposes or as a form of effective leverage through the use of total return swaps or credit
default swaps (either on individual securities or groups or indices of securities). The Fund's investments in derivatives will be included under the
80% policy noted above so long as the underlying asset of such derivatives is one or more corporate fixed income instruments.

Investment Adviser. GSO / Blackstone Debt Funds Management LL.C will be the Fund's investment adviser. The Adviser, a
wholly-owned subsidiary of GSO Capital Partners LP (collectively with its affiliates, "GSQ"), is a registered investment adviser and will be
responsible for administrative and compliance oversight services to the Fund. GSO is the credit platform of The Blackstone Group L.P.
(collectively with its affiliates, "Blackstone"). Blackstone is a leading manager of private capital and provider of financial advisory services. It is
one of the largest independent managers of private capital in the world, with assets under management of approximately $190.3 billion as of
June 30, 2012. As of June 30, 2012, GSO's asset management operation had aggregate assets under management of approximately $50.5 billion
across multiple strategies within the leveraged finance marketplace, including high yield bonds, Senior Secured Loans, distressed and mezzanine
debt, private equity and hedge funds.

You should read this prospectus, which concisely sets forth information about the Fund, before deciding whether to invest in the Common
Shares, and retain it for future reference. A Statement of Additional Information, dated , 2012 containing additional information
about the Fund, has been filed with the Securities and Exchange Commission (the "SEC") 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 Statement of Additional Information on page 94 of this
prospectus. You may request a free copy of the Statement of Additional Information by calling (800) 831-5776 or by writing to the Fund, or
obtain a copy (and other information regarding the Fund) from the SEC's Public Reference Room in Washington, D.C. Call (202) 551-8090 for
information. The SEC charges a fee for copies. You can get the same information, including any materials incorporated by reference, free from
the SEC's Web site (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 SEC's Public Reference Section, 100 F Street, N.E., Washington, D.C. 20549-0102. You may request a free copy of the Statement of
Additional Information, annual and semi-annual reports to shareholders (when available), and additional information about the Fund and make
shareholders' inquiries by calling (877) 299-1588, by writing to the Fund or visiting the Fund's website (http://www.blackstone-gso.com/). The
information contained in, or accessed through, this website is not part of this prospectus.

The 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.

1ii
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You should rely only on the information contained or incorporated by reference in this prospectus. We have 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 and we take no responsibility for, and can provide no assurance as to the reliability
of, any information that others may give you. 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. Subsequent to the date of this
prospectus, the Fund will supplement this prospectus during the period that this prospectus is required to be delivered if any material
information contained in this prospectus becomes materially inaccurate.
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PROSPECTUS SUMMARY

This is only a summary of certain information contained in this prospectus relating to Blackstone / GSO Strategic Credit Fund. This
summary may not contain all of the information that you should consider before investing in our common shares of beneficial interest, par value
30.001 per share ("Common Shares"). You should review the more detailed information contained in this prospectus and in the Statement of
Additional Information (the "SAI").

The Fund Blackstone / GSO Strategic Credit Fund is a newly organized, non-diversified,
closed-end management investment company. Throughout the prospectus, we refer to
Blackstone / GSO Strategic Credit Fund simply as the "Fund," "we," "us" or "our." See
"The Fund."

The Offering The Fund is offering Common Shares at $20.00 per share through a group of
underwriters (the "Underwriters") led by Morgan Stanley & Co. LLC, Citigroup
Global Markets Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated, UBS
Securities LLC and Wells Fargo Securities, LLC. You must purchase at least 100
Common Shares ($2,000) in order to participate in this offering. The Fund 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 over-allotments, if any.
GSO / Blackstone Debt Funds Management LLC (the "Adviser") has agreed to pay all
of the Fund's organizational expenses and the Fund's offering expenses (other than the
sales load but including the distribution assistance fee paid to ALPS Distributors, Inc.
("ALPS Distributors")) in excess of $0.04 per share. See "Underwriters."

Who May Want to Invest Investors should consider their financial situations and needs, other investments,
investment goals, investment experience, time horizons, liquidity needs and risk
tolerance before investing in the Fund. An investment in the Fund is not appropriate
for all investors, and the Fund is not intended to be a complete investment program.
The Fund is designed as a long-term investment and not as a trading vehicle. The Fund
may be an appropriate investment for investors who are seeking:

a portfolio of corporate fixed income instruments that seeks to adapt to market
conditions by allocating its investments among one or more of first- and second-lien
secured loans ("Senior Secured Loans"), high yield bonds and/or other corporate fixed
income instruments;

the potential for attractive monthly income and capital preservation; and

professional selection and active management by the Adviser.
Investment Objectives The Fund's primary investment objective is to seek high current income, with a
secondary objective to seek
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preservation of capital, consistent with its primary goal of high current income. There
can be no assurance that the Fund will achieve its investment objectives. The Fund's
investment objectives are not fundamental and may be changed by the Board of
Trustees without the approval of the holders of a majority of the outstanding Common
Shares or preferred shares ("Preferred Shares"), if any.

The Fund will seek to achieve its investment objectives by investing primarily in
corporate fixed income instruments, including Senior Secured Loans and high yield
corporate bonds of varying maturities. Under normal market conditions, at least 80%
of the Fund's Managed Assets (as defined below) will be invested in credit
investments comprised of corporate fixed income instruments and other investments
(including derivatives) with similar economic characteristics. Investments with similar
economic characteristics may be made through derivatives, credit-linked notes,
repurchase agreements and investments in other investment companies. In each case,
such investments will be directly tied to a single credit investment or a pool of credit
investments. "Managed Assets" means the Fund's net assets plus any borrowing for
investment purposes, including effective leverage (as defined below) and traditional
leverage (as defined below). As used in this prospectus, the term "net assets" means
total assets of the Fund minus liabilities (including accrued expenses or dividends).
"Total assets" means Managed Assets plus liabilities other than liabilities related to
leverage.

The Adviser currently expects the Fund's investments will be composed principally of
Senior Secured Loans and high yield corporate bonds. The Fund's investments may be
allocated between these two types of instruments depending on market conditions,
such that the Fund may be primarily invested in Senior Secured Loans or primarily
invested in high yield corporate bonds.

In addition to the Fund's 80% policy above, under normal market conditions the Fund:

may invest up to 30% of its Managed Assets in derivatives;

may invest up to 20% of its Managed Assets in fixed income instruments of stressed or
distressed issuers;

may invest up to 20% of its Managed Assets in fixed income instruments issued by
foreign corporate or government issuers;

may invest up to 20% of its Managed Assets in instruments that, at the time of
investment, are illiquid;

may invest up to 10% of its Managed Assets in credit-linked notes; and

may invest up to 10% of its Managed Assets in other investment companies in the
manner permitted by the Investment Company Act of 1940, as amended (the
"Investment Company Act").
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A more detailed description of the Fund's investment policies and restrictions and
more detailed information about the Fund's portfolio investments are contained in
"The Fund's Investments" and in the SAL

Fixed Income Instruments. Under normal market conditions, the Adviser expects the
Fund's investments in corporate fixed income instruments to consist predominantly of
Senior Secured Loans and/or high yield bonds; however, the Fund's investments in
fixed income instruments may also include, to a limited extent, debentures, notes,
commercial paper, investment grade bonds, loans other than Senior Secured Loans and
other similar types of debt instruments, as well as derivatives related to or referencing
these types of securities and instruments.

High Yield Instruments. 'The Fund currently intends to invest substantially all of its
assets in fixed income instruments that are of below investment grade quality. Below
investment grade quality instruments are those that, at the time of investment, are rated
Bal or lower by Moody's Investors Service, Inc. ("Moody's") and BB+ or lower by
Standard & Poor's Corporation Ratings Group ("S&P") or Fitch Ratings, Inc.
("Fitch"), or if unrated, are determined by the Adviser to be of comparable quality.
Instruments of below investment grade quality, commonly referred to as "junk" or
"high yield" instruments, are regarded as having predominantly speculative
characteristics with respect to an issuer's capacity to pay interest and repay principal.
Senior Secured Loans. The Fund may invest in assignments or participations of
Senior Secured Loans made to U.S. and, to a limited extent, non-U.S. corporations,
partnerships and other business entities ("Borrowers") which operate in various
industries and geographical regions. Most Senior Secured Loans pay interest at rates
which are determined periodically on the basis of a floating base lending rate,
primarily the London-Interbank Offered Rate ("LIBOR"), plus a premium. Senior
Secured Loans typically have the highest position in a borrower's capital structure and
are secured by collateral.

Derivatives. Under normal market conditions, the use of derivatives by the Fund will
not exceed 30% of the Fund's Managed Assets. The Fund may use derivatives for
investment or hedging purposes or as a form of effective leverage. The Fund's
principal investments in derivative instruments may include investments in total return
swaps and credit default swaps, but the Fund may also invest in futures transactions,
options and options on futures as well as certain currency and interest rate instruments
such as foreign currency forward contracts, currency exchange transactions on a spot
(i.e., cash) basis, put and call options on foreign currencies and interest rate swaps.
The Fund's investments in derivatives will be

10
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included under the 80% policy noted above so long as the underlying asset of such
derivatives is one or more corporate fixed income instruments.

In a total return swap, the Fund pays the counterparty a floating short-term interest rate
and receives in exchange the total return of underlying assets. The Fund bears the risk
of default on the underlying assets based on the notional amount of the swap. The
Fund would typically have to post collateral to cover this potential obligation.

An investment by the Fund in credit default swaps will allow the Fund to obtain
economic exposure to certain credits without having a direct exposure to such credits.
As a seller (or long position) of credit default swaps, the Fund is entitled to receive a
stream of periodic payments from the buyer of the swap, but if a credit event occurs in
connection with the reference security, group of securities or index, then the Fund will
have to pay the full notional value of the reference obligation or alternatively, a cash
payment representing the difference between the expected recovery rate and the full
notional value.

As described above, the Fund may also invest in types of derivatives other than total
return swaps and credit default swaps, but does not currently expect such other
derivatives to be material to its investment strategy. Such other derivative investments
are described in "The Fund's Investments Other Investment Techniques Derivatives" in
this prospectus and "Investment Policies and Techniques Other Portfolio

Contents Derivatives" in the SAIL

Foreign Instruments. Under normal market conditions, the Fund may invest up to
20% of its Managed Assets in fixed income instruments issued by foreign corporate or
government issuers. Such foreign instruments may be U.S. currency denominated or
foreign currency denominated. The Fund currently has no intention of investing in
instruments of emerging markets Borrowers or issuers.

Stressed or Distressed Instruments. ~As part of its investments in corporate fixed
income instruments, the Fund may invest up to 20% of its Managed Assets in fixed
income instruments of stressed or distressed issuers. Such instruments may be rated in
the lower rating categories (Caal or lower by Moody's, or CCC+ or lower by S&P or
Fitch) or, if unrated, are considered by the Adviser to be of comparable quality. Such
instruments are subject to very high credit risk. The Fund may not invest in issuers
which are in default at the time of purchase.

Credit-Linked Notes. The Fund may invest up to 10% of its Managed Assets in
credit-linked notes.

11
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Other Investment Companies. The Fund may invest up to 10% of its Managed Assets
in other investment companies, including exchange traded funds ("ETFs"), in the
manner permitted by the Investment Company Act.

llliquid and Restricted Securities. The Fund may invest up to 20% of its Managed
Assets in instruments that, at the time of investment, are illiquid (determined using the
Securities and Exchange Commission's ("SEC") standard applicable to registered
investment companies, i.e., securities that cannot be disposed of within seven days in
the ordinary course of business at approximately the value at which the Fund has
valued the securities). The Fund may also invest, without limit, in securities that are
unregistered (but are eligible for purchase and sale by certain qualified institutional
buyers) or are held by control persons of the issuer and securities that are subject to
contractual restrictions on their resale ("restricted securities"). However, restricted
securities determined by the Adviser to be illiquid are subject to the limitation set forth
above.

For a more complete discussion of the Fund's portfolio composition, see "The Fund's
Investments."

The Fund anticipates incurring leverage as part of its investment strategy. The Fund
currently intends to incur leverage of up to 33'/3% of its Managed Assets by
borrowing under a credit facility. Although the Fund has no current intention to do so,
it may also issue Preferred Shares (but will not issue auction rate preferred shares
("ARPS")), debt securities or commercial paper, or enter into similar transactions to
add leverage to its portfolio (collectively, together with borrowing money, "traditional
leverage").

Although it has no current intention to do so, the Fund may also incur leverage
through total return swaps, securities lending arrangements, credit default swaps or
other derivative transactions (collectively, "effective leverage"). The Fund's use of
effective leverage will not exceed 25% of its Managed Assets. Although certain forms
of effective leverage used by the Fund may not be considered senior securities under
the Investment Company Act, such effective leverage will be considered leverage for
the Fund's leverage limits.

The Fund's total leverage, either through traditional leverage or effective leverage, will
not exceed 40% of the Fund's Managed Assets. The use of leverage is a speculative
technique that involves special risks and costs. During periods when the Fund is using
leverage, the fees paid to the Adviser will be higher than if the Fund did not use
leverage because the fees paid will be calculated on the basis of the Fund's Managed
Assets, which includes the assets obtained through effective leverage and traditional
leverage.

12
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Leverage creates risk for holders of the Common Shares (the "Common
Shareholders"), including the likelihood of greater volatility in the net asset value
("NAV") and market price of the Common Shares, and the risk that fluctuations in
interest rates on borrowings and debt or in the dividend rates on any Preferred Shares
may affect the return to the Common Shareholders or may result in fluctuations in the
dividends paid on the Common Shares. There can be no assurance that any leveraging
strategy the Fund employs will be successful during any period in which it is
employed. See "Leverage" and "Risks Leverage Risk."

The Fund will dissolve on or about September 15, 2027, absent shareholder approval
to extend such term. Upon dissolution, the Fund will distribute substantially all of its
net assets to shareholders, after making appropriate provision for any liabilities of the
Fund.

The Fund's Amended and Restated Agreement and Declaration of Trust (the
"Agreement and Declaration of Trust") provides that the Fund will dissolve on
September 15, 2027, except for the purpose of paying, satisfying and discharging any
existing debts or obligations, collecting and distributing its assets and doing all other
acts required to liquidate and wind up its business and affairs. The Fund expects to
complete its final distribution on or about September 15, 2027, but the dissolution
process could be extended depending on market conditions at that time.

Pursuant to the Agreement and Declaration of Trust, prior to the date of dissolution a
majority of the Board of Trustees, with the approval of a majority of the outstanding
voting securities entitled to vote (as defined in the Investment Company Act), may
extend the life of the Fund. If approved the dissolution date of the Fund may be
extended by a period of two years or such shorter time as may be determined.
However, the dissolution date of the Fund may be extended an unlimited number of
times with the approval of a majority of the Board of Trustees and a majority of the
outstanding voting securities of the Fund. In determining whether to extend the
dissolution date of the Fund, the Board of Trustees may consider the inability to sell
the Fund's assets in a time frame consistent with dissolution due to lack of market
liquidity or other extenuating circumstances. Additionally, the Board of Trustees may
determine that market conditions are such that it is reasonable to believe that, with an
extension, the Fund's remaining assets will appreciate by an amount that is meaningful
relative to the cost and expense of continuing the operation of the Fund.

Principal proceeds distributed in connection with the Fund's dissolution may be
distributed on a pro-rata basis among the Common Shareholders, preferred
shareholders, noteholders and lenders, subject to any terms of any borrowing or

13
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preferred share and/or note issuance. Principal proceeds distributed to shareholders
may constitute tax-advantaged returns of capital for U.S. federal income tax purposes.
See "Tax Matters."

The Fund's investment objectives and policies are not designed to seek to return to
investors that purchase Common Shares in this offering their initial investment of
$20.00 per Common Share on the dissolution date, and such investors and investors
that purchase Common Shares after the completion of this offering may receive more
or less then their original investment upon dissolution. See "Certain Provisions in the
Agreement and Declaration of Trust" and "Risks Limited Term Risk."

GSO / Blackstone Debt Funds Management LLC is the Fund's investment adviser. The
Adviser, a wholly-owned subsidiary of GSO Capital Partners LP (collectively with its
affiliates, "GSQ"), is a registered investment adviser and is responsible for
administrative and compliance oversight services to the Fund. GSO is the credit
platform of The Blackstone Group L.P. (collectively with its affiliates, "Blackstone").
Blackstone is a leading manager of private capital and provider of financial advisory
services. It is one of the largest independent managers of private capital in the world,
with total assets under management of approximately $190.3 billion as of June 30,
2012.

As of June 30, 2012, GSO's asset management operation had aggregate assets under
management of approximately $50.5 billion across multiple strategies within the
leveraged finance marketplace, including high yield bonds, Senior Secured Loans,
distressed and mezzanine debt, private equity and hedge funds.

The Adviser will receive a monthly fee at the annual rate of 1.00% of the average daily
value of the Fund's Managed Assets. During periods when the Fund is using leverage,
the fees paid to the Adviser will be higher than if the Fund did not use leverage
because the fees paid will be calculated on the basis of the Fund's Managed Assets,
which includes the assets obtained through effective leverage and traditional leverage.
See "Management of the Fund Investment Advisory Agreement."

ALPS Fund Services, Inc. ("ALPS"), located at 1290 Broadway, Suite 1100, Denver,
Colorado 80203, serves as administrator to the Fund. Under the administration
agreement, ALPS is responsible for calculating the net asset value of the Common
Shares and generally managing the administrative affairs of the Fund.

ALPS is entitled to receive a monthly fee at the annual rate of 0.15% of the average
daily value of the Fund's Managed Assets, subject to a minimum annual fee of
$350,000, plus
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out-of-pocket expenses. During periods when the Fund is using leverage, the fees paid
to ALPS will be higher than if the Fund did not use leverage because the fees paid will
be calculated on the basis of the Fund's Managed Assets, which includes the assets
obtained through effective leverage and traditional leverage. See "Management of the
Fund Administrator."

Commencing with the Fund's initial distribution, the Fund intends to make regular
monthly cash distributions of all or a portion of its net investment income to Common
Shareholders. We expect to declare the initial monthly distribution on the Fund's
Common Shares within 45 to 60 days after completion of this offering and to pay that
initial monthly distribution approximately 60 to 90 days after completion of this
offering. The Fund will distribute to Common Shareholders at least annually all or
substantially all of its net investment income after the payment of interest, fees and
dividends, if any, owed with respect to any outstanding forms of leverage utilized by
the Fund. The Fund intends to pay any capital gains distributions at least annually. If
the Fund realizes a long-term capital gain, it will be required to allocate such gain
between the Common Shares and any Preferred Shares issued by the Fund in
proportion to the total dividends paid to each class for the year in which the income is
realized. Certain of the Fund's distributions may be treated as a return of capital for
U.S. federal income tax purposes. See "Distributions" and "Leverage."

Various factors will affect the level of the Fund's income, including the asset mix, the
average maturity of the Fund's portfolio and the amount of leverage utilized by the
Fund. To permit the Fund to maintain a more stable monthly distribution, the Fund
may from time to time distribute less than the entire amount of income earned in a
particular period. The undistributed income would be available to supplement future
distributions. As a result, the distributions paid by the Fund for any particular monthly
period may be more or less than the amount of income actually earned by the Fund
during that period. Undistributed income will add to the Fund's net asset value and
Managed Assets and, correspondingly, distributions from the Fund's income will
reduce the Fund's net asset value and Managed Assets. See "Distributions."

Cash distributions to Common Shareholders may be reinvested under our Dividend
Reinvestment Plan ("DRIP") in additional whole and fractional shares if you or your
representative elects ("opt-in") to enroll in the DRIP. See "Distributions" and
"Dividend Reinvestment Plan."

It is anticipated that the Fund's Common Shares will be approved for listing on the
New York Stock Exchange (the
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Custodian and Transfer Agent

Market Price of Shares

Risks

"NYSE"), subject to notice of issuance. The trading or "ticker" symbol of the Common
Shares is expected to be "BGB." See "Description of Shares Common Shares."

The Bank of New York Mellon will serve as the Fund's custodian. Computershare
Shareowner Services LLC will serve as Fund's transfer agent. See "Custodian and
Transfer Agent."

The Fund cannot assure you that its Common Shares will trade at a price higher than
or equal to NAV. The Fund's NAV will be reduced immediately following this
offering by the sales load and the amount of offering expenses paid by the Fund. See
"Use of Proceeds." In addition to NAV, the market price of the Fund's Common
Shares may be affected by such factors as distribution levels, which are in turn
affected by expenses, distribution stability, liquidity and market supply and demand.
See "Risks," "Description of Shares Common Shares" and "Repurchase of Common
Shares." The Common Shares are designed primarily for long-term investors; you
should not purchase Common Shares of the Fund if you intend to sell them shortly
after purchase.

No Operating History. The Fund is a newly organized, non-diversified, closed-end
management investment company with no operating history. As a result, prospective
investors have no track record or history on which to base their investment decision.
The Adviser currently manages structured products and acts as an investment adviser
for managed accounts and two other closed-end funds. The Fund's Common Shares
have no history of public trading.

Market Discount Risk. Common shares of closed-end management investment
companies frequently trade at a discount from their net asset value. 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 Fund's Common Shares may trade at a
price that is less than the initial offering price.

Investment and Market Risk. An investment in the Fund is subject to investment
risk, including the possible loss of the entire principal amount invested. An investment
in the Fund represents an indirect investment in the portfolio of fixed income
instruments and other securities and derivative instruments owned by the Fund, and
the value of these instruments may fluctuate, sometimes rapidly and unpredictably. At
any point in time an investment in the Fund's Common Shares may be worth less than
the original amount invested, even after taking into account distributions paid by the
Fund and the ability of Common Shareholders to reinvest dividends. The Fund may
also use leverage, which would magnify the Fund's investment, market and certain
other risks. See "Risks Leverage Risk."
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Fixed Income Instruments Risk. Under normal market conditions, the Fund will
invest at least 80% of its Managed Assets in credit investments comprised of corporate
fixed income instruments and other investments (including derivatives) with similar
economic characteristics. Under normal market conditions, the Adviser expects the
Fund's investments in corporate fixed income instruments to consist predominantly of
Senior Secured Loans and/or high yield bonds; however the Fund may also invest in
debentures, notes, commercial paper, investment grade bonds, loans other than Senior
Secured Loans and other similar types of debt instruments, as well as derivatives
related to or referencing these types of securities and instruments. Fixed income
instruments are particularly susceptible to following risks:

Issuer Risk. The value of fixed income instruments may decline for a number of
reasons that directly relate to the issuer, such as management performance, financial
leverage and reduced demand for the issuer's goods and services.

Interest Rate Risk. The market price of the Fund's investments will change in
response to changes in interest rates and other factors. During periods of declining
interest rates, the market price of fixed rate fixed income instruments generally rises.
Conversely, during periods of rising interest rates, the market price of such
instruments generally declines. The magnitude of these fluctuations in the market price
of fixed income instruments is generally greater for securities with longer durations
because such instruments do not mature, reset interest rates or become callable for
longer periods of time. In general, if prevailing interest rates change by 1%, a fixed
income instrument's value will change by 1% multiplied by each year of duration. For
example, if a fixed income instrument has a duration of three years, its value can be
expected to fall about 3% if interest rates rise by 1%. Conversely, such instrument can
be expected to rise about 3% if interest rates fall by 1%. See "The Fund's

Investments Investment Policies Duration." Fluctuations in the market price of the
Fund's instruments will not affect interest income derived from instruments already
owned by the Fund, but will be reflected in the Fund's NAV.

Prepayment Risk. During periods of declining interest rates, the issuer of an
instrument may exercise its option to prepay principal earlier than scheduled, forcing
the Fund to reinvest the proceeds from such prepayment in potentially lower yielding
instruments, which may result in a decline in the Fund's income and distributions to
Common Shareholders. This is known as prepayment or "call" risk.

10
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Fixed income instruments frequently have call features that allow the issuer to redeem
the instrument at dates prior to its stated maturity at a specified price (typically greater
than par) only if certain prescribed conditions are met ("call protection"). An issuer
may choose to redeem a fixed income instrument if, for example, the issuer can
refinance the instrument at a lower cost due to declining interest rates or an
improvement in the credit standing of the issuer. For premium bonds (bonds acquired
at prices that exceed their par or principal value) purchased by the Fund, prepayment
risk may be enhanced.

Reinvestment Risk. Reinvestment risk is the risk that income from the Fund's
portfolio will decline if and when the Fund invests the proceeds from matured, traded
or called fixed income instruments at market interest rates that are below the
portfolio's current earnings rate. A decline in income could affect the Fund's Common
Share price or its overall return.

Spread Risk. Wider credit spreads and decreasing market values typically represent a
deterioration of the fixed income instrument's credit soundness and a perceived greater
likelihood or risk of default by the issuer. Fixed income instruments generally
compensate for greater credit risk by paying interest at a higher rate. The difference (or
"spread") between the yield of a security and the yield of a benchmark, such as a U.S.
Treasury security with a comparable maturity, measures the additional interest paid for
credit risk. As the spread on a security widens (or increases), the price (or value) of the
security generally falls. Spread widening may occur, among other reasons, as a result
of market concerns over the stability of the market, excess supply, general credit
concerns in other markets, security- or market-specific credit concerns or general
reductions in risk tolerance.

See "The Fund's Investments Portfolio Composition Bonds."

Below Investment Grade Instruments Risk. The Fund currently intends to invest
substantially all of its assets in fixed income instruments that are of below investment
grade quality. There is no limit on the amount of below investment grade instruments
in which the Fund may invest. Below investment grade instruments are commonly
referred to as "junk" or "high yield" instruments and are regarded as predominantly
speculative with respect to the issuer's capacity to pay interest and repay principal.
Below investment grade instruments may be particularly susceptible to economic
downturns. It is likely that a prolonged or deepening economic recession could
adversely affect the ability of the issuers of such instruments to repay principal and
pay interest thereon, increase the incidence of default for such instruments and
severely disrupt the market value of such instruments.

11
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Below investment grade instruments, though generally higher yielding, are
characterized by higher 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 instruments. The secondary market for below investment grade instruments may
be less liquid than that for higher rated instruments and may have wide spreads
between the bid and asked prices. Adverse conditions could make it difficult at times
for the Fund to sell certain instruments or could result in lower prices than those used
in calculating the Fund's net asset value. Because of the substantial risks associated
with investments in lower grade instruments, investors could lose money on their
investment in the Common Shares, both in the short-term and the long-term.

Because of the greater number of investment considerations involved in investing in
below investment grade instruments the ability of the Fund to meet its objectives
depends more on the Adviser's judgment and analytical abilities than would be the
case if the portfolio invested primarily in securities in the higher rating categories.
While the Adviser will attempt to reduce the risks of investing in lower rated
instruments through active portfolio management, diversification, credit analysis and
attention to current developments and trends in the economy and the financial markets,
there can be no assurance that a broadly diversified portfolio of such instruments
would substantially lessen the risks of defaults brought about by an economic
downturn or recession. Also, the Fund is a non-diversified investment company and
therefore is permitted to invest a greater portion of its assets in obligations of a single
issuer than a "diversified" fund. See "The Fund's Investments Portfolio

Composition Below Investment Grade Instruments" and "Risks Non-Diversification
Risk."

Senior Secured Loans Risk. As part of its investments in corporate fixed income
instruments, the Fund may invest in fixed, variable and floating rate Senior Secured
Loans arranged through private negotiations between a Borrower and one or more
financial institutions. In certain market conditions, the Fund may predominantly invest
in Senior Secured Loans. Senior Secured Loans hold senior positions in the capital
structure of a business entity, are secured with specific collateral and have a claim on
the assets and/or stock of the Borrower that is senior to that held by unsecured
creditors, subordinated debt holders and stockholders of the Borrower. The Senior
Secured Loans the Fund will invest in are usually rated below investment grade or
may also be unrated. Although Senior Secured Loans are senior and secured in
contrast to other below investment grade instruments, which are often subordinated or
unsecured, the risks associated with Senior Secured Loans are similar to the risks of
below investment grade instruments. See "Risks Below Investment Grade Instruments
Risk." Additionally, if a
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Borrower under a Senior Secured Loan defaults, becomes insolvent or goes into
bankruptcy, the Fund may recover only a fraction of what is owed on the Senior
Secured Loan or nothing at all. Senior Secured Loans are subject to a number of risks
described elsewhere in this prospectus, including credit risk, liquidity risk and below
investment grade instruments risk.

Although the Senior Secured Loans in which the Fund will invest will be secured by
collateral, there can be no assurance that such collateral can be readily liquidated or
that the liquidation of such collateral would satisfy the Borrower's obligation in the
event of non-payment of scheduled interest or principal.

In the event of the bankruptcy or insolvency of a Borrower, the Fund could experience
delays or limitations with respect to its ability to realize the benefits of the collateral
securing a Senior Secured Loan. In the event of a decline in the value of the already
pledged collateral, if the terms of a Senior Secured Loan do not require the Borrower
to pledge additional collateral, the Fund will be exposed to the risk that the value of
the collateral will not at all times equal or exceed the amount of the Borrower's
obligations under the Senior Secured Loan. To the extent that a Senior Secured Loan is
collateralized by stock in the Borrower or its subsidiaries, such stock may lose some or
all of its value in the event of the bankruptcy or insolvency of the Borrower. Senior
Secured Loans that are under-collateralized involve a greater risk of loss.

In general, the secondary trading market for Senior Secured Loans is not
fully-developed. No active trading market may exist for certain Senior Secured Loans,
which may make it difficult to value them. Illiquidity and adverse market conditions
may mean that the Fund may not be able to sell certain Senior Secured Loans quickly
or at a fair price. To the extent that a secondary market does exist for certain Senior
Secured Loans, the market for them may be subject to irregular trading activity, wide
bid/ask spreads and extended trade settlement periods.

Some Senior Secured Loans are subject to the risk that a court, pursuant to fraudulent
conveyance or other similar laws, could subordinate the Senior Secured Loans to
presently existing or future indebtedness of the Borrower or take other action
detrimental to lenders, including the Fund. Such court action could under certain
circumstances include invalidation of Senior Secured Loans.

If legislation or state or federal regulations impose additional requirements or
restrictions on the ability of financial institutions to make Senior Secured Loans, the
availability of Senior Secured Loans for investment by the Fund may be adversely
affected. In addition, such requirements or restrictions could reduce or eliminate
sources of financing for certain Borrowers. This would increase the risk of default.
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If legislation or federal or state regulations require financial institutions to increase
their capital requirements this may cause financial institutions to dispose of Senior
Secured Loans that are considered highly levered transactions. Such sales could result
in prices that, in the opinion of the Adviser, do not represent fair value. If the Fund
attempts to sell a Senior Secured Loan at a time when a financial institution is
engaging in such a sale, the price the Fund could get for the Senior Secured Loan may
be adversely affected.

The Fund will typically acquire Senior Secured Loans through assignments. 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, and the Fund may not be able to unilaterally enforce all
rights and remedies under the Senior Secured Loan and with regard to any associated
collateral.

The Fund may, but will not typically, invest in a Senior Secured Loan through a
participation. A participation typically results in a contractual relationship only with
the institution selling the participation interest, not with the Borrower. Sellers of
participations typically include banks, broker-dealers, other financial institutions and
lending institutions. Certain participation agreements also include the option to convert
the participation in the loan to a full assignment of the loan under agreed upon
circumstances. The Adviser has adopted best execution procedures and guidelines to
seek to mitigate credit and counterparty risk in the atypical situation when the Fund
must acquire a Senior Secured Loan through a participation. In purchasing
participations, the Fund generally will have no direct right to enforce compliance by
the Borrower with the terms of the loan agreement against the Borrower, and the Fund
may not directly benefit from the collateral supporting the debt obligation in which it
has purchased the participation. As a result, the Fund will be exposed to the credit risk
of both the Borrower and the institution selling the participation.

Credit Risk. Credit risk is the risk that one or more debt instruments in the Fund's
portfolio will decline in price or fail to pay interest or principal when due because the
issuer of the instrument experiences a decline in its financial status. Losses may occur
because the market value of a debt security is affected by the creditworthiness of the
issuer and by general economic and specific industry conditions and the Fund's
investments will often be subordinate to other debt in the issuer's capital structure.
Because the Fund invests in below investment grade instruments, it will be exposed to
a greater amount of credit risk than a fund which invests in investment grade
securities. The prices of lower grade instruments are more sensitive to negative
developments, such as a decline in the issuer's revenues or a general economic
downturn, than are the prices of higher grade instruments.
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Leverage Risk. The Fund anticipates incurring leverage as part of its investment
strategy. All costs and expenses related to any form of leverage used by the Fund will
be borne entirely by the Common Shareholders. The Fund's total leverage, either
through traditional leverage or effective leverage, will not exceed 40% of the Fund's
Managed Assets. See "Leverage."

The Fund's use of leverage could create the opportunity for a higher return for
Common Shareholders but would also result in special risks for Common Shareholders
and can magnify the effect of any losses. If the income and gains earned on the
securities and investments purchased with leverage proceeds are greater than the cost
of the leverage, the return on the Common Shares will be greater than if leverage had
not been used. Conversely, if the income and gains from the securities and investments
purchased with such proceeds do not cover the cost of leverage, the return on the
Common Shares will be less than if leverage had not been used. There is no assurance
that a leveraging strategy will be successful. Leverage involves risks and special
considerations compared to a comparable portfolio without leverage including:

the likelihood of greater volatility of NAV, market price and distribution rate of the
Common Shares;

the risk that fluctuations in interest rates on borrowings and short-term debt or in the
dividend rates on any Preferred Shares that the Fund may pay will reduce the return to
the Common Shareholders or will result in fluctuations in the dividends paid on the
Common Shares;

the effect of leverage in a declining market, which is likely to cause a greater decline
in the NAV of the Common Shares than if the Fund were not leveraged, which may
result in a greater decline in the market price of the Common Shares;

when the Fund uses leverage, the investment advisory and administrative fees payable
to the Adviser and ALPS will be higher than if the Fund did not use leverage, and may
provide a financial incentive to the Adviser to increase the Fund's use of leverage and

create an inherent conflict of interest; and

leverage may increase expenses, which may reduce total return.

The Fund may continue to use leverage if the benefits to the Common Shareholders of
maintaining the leveraged position are believed to outweigh any current reduced
return, but expects to reduce, modify or cease its leverage if it is believed the costs of
the leverage will exceed the return provided from the investments made with the
proceeds of the leverage.
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Limited Term Risk. Unless the dissolution date is extended by the Board of Trustees
and a majority of shareholders in accordance with the Agreement and Declaration of
Trust, the Fund will be dissolved on or about September 15, 2027. The Fund does not
seek to return $20.00 per Common Share upon dissolution. The Fund's limited term
may cause it to sell securities when it otherwise would not, which could cause the
Fund's returns to decrease and the market price of the Common Shares to fall. Rather
than reinvesting the proceeds of its matured, called or sold securities, the Fund may
distribute the proceeds in one or more liquidating distributions prior to the final
dissolution, which may cause the Fund's fixed expenses to increase as a percentage of
assets under management. Alternatively, the Fund may invest the proceeds in lower
yielding securities or hold the proceeds in cash or cash equivalents, which may
adversely affect the performance of the Fund. The Board of Trustees may in its sole
discretion, without the consent or vote of the shareholders, choose to dissolve the Fund
prior to the required dissolution date, which would cause the Fund to miss any market
appreciation that occurs after the Fund is dissolved. Conversely, if the Board of
Trustees and the shareholders extend the dissolution date, market conditions may
deteriorate and the Fund may experience losses. See "Certain Provisions in the
Agreement and Declaration of Trust."

Derivatives Risk. Under normal market conditions, the use of derivatives by the
Fund will not exceed 30% of the Fund's Managed Assets. The Fund may enter into
derivatives for investment, hedging or leverage purposes. The Fund's derivative
investments have risks, including:

Counterparty Risk. If a counterparty becomes bankrupt or otherwise fails to perform
its obligations under a derivative contract due to financial difficulties, the Fund may
experience significant delays in obtaining any recovery under the derivative contract in
a bankruptcy or other reorganization proceeding. In addition, in the event of the
insolvency of a counterparty to a derivative transaction, the derivative contract would
typically be terminated at its fair market value. If the Fund is owed this fair market
value in the termination of the derivative contract and its claim is unsecured, the Fund
will be treated as a general creditor of such counterparty, and will not have any claim
with respect to the underlying security.

Leverage Risk. The derivative investments in which the Fund may invest will give
rise to forms of financial leverage, which may magnify the risk of owning such
instruments. See "Risks Leverage Risk."

Llliquidity Risk. Certain derivative instruments may be difficult or impossible to sell
at the time that the Fund would like or at the price that the Fund believes the derivative
is currently worth. See "Risks Liquidity Risk."
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Correlation Risk. Imperfect correlation between the value of derivative instruments
and the underlying assets of the Fund creates the possibility that the loss on such
instruments may be greater than the gain in the value of the underlying assets in the
Fund's portfolio.

Derivative instruments are also subject to the risk of the loss of principal. Furthermore,
the ability to successfully use derivative investments depends on the ability of the
Adviser to predict pertinent market movements, which cannot be assured. Thus, the
use of derivative investments may result in losses greater than if they had not been
used, may require the Fund to sell or purchase portfolio securities at inopportune times
or for prices below or above the current market values, may limit the amount of
appreciation the Fund can realize on an investment or may cause the Fund to hold a
security that it might otherwise want to sell. In addition, there may be situations in
which the Adviser elects not to use derivative investments that result in losses greater
than if they had been used. Amounts paid by the Fund as premiums and cash or other
assets held in margin accounts with respect to the Fund's derivative investments would
not be available to the Fund for other investment purposes, which may result in lost
opportunities for gain.

Implementation of the provisions of the Dodd-Frank Wall Street Reform and
Consumer Protection Act (the "Dodd-Frank Act") will likely impact the use of
derivatives by entities, which may include the Fund, and is intended to improve the
existing regulatory framework by closing the regulatory gaps and eliminating the
speculative trading practices that contributed to the 2008 financial market crisis. The
legislation is designed to impose stringent regulation on the over-the-counter
derivatives market in an attempt to increase transparency and accountability by,
among other things, requiring many derivative transactions to be cleared and traded on
an exchange, expanding entity registration requirements, imposing business conduct
requirements on dealers and requiring banks to move some derivatives trading units to
a non-guaranteed affiliate separate from the deposit-taking bank or divest them
altogether. While many provisions of the Dodd-Frank Act must be implemented
through future rulemaking, and any regulatory or legislative activity may not
necessarily have a direct, immediate effect upon the Fund, it is possible that, upon the
effectiveness of these rules, they could potentially limit or completely restrict the
ability of the Fund to use these instruments as a part of its investment strategy,
increase the costs of using these instruments or make them less effective. Limits or
restrictions applicable to the counterparties with which the Fund engages in derivative
transactions could also prevent the Fund from using these instruments or affect the
pricing or other factors relating to these instruments, or may change availability of
certain investments.
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The SEC has also indicated that it may adopt new policies on the use of derivatives by
registered investment companies. Such policies could affect the nature and extent of
derivatives use by the Fund.

Swap Risk. The Fund may invest in credit default swaps and total return swaps. Such
transactions are subject to market risk, liquidity risk, counterparty risk and risk of
imperfect correlation between the value of such instruments and the underlying assets
and may involve commissions or other costs. See "Risks Derivatives Risk." To the
extent credit default swaps are used, the Fund will generally sell protection and the
risk of loss is often the notional value of the underlying asset, which can result in a
loss substantially greater than the amount invested in the swap itself. If, however, the
Fund buys protection under a credit default swap, the risk of loss is the contractual
obligation to make a stream of payments to the swap counterparty. In a total return
swap, the Fund pays the counterparty a floating short-term interest rate and receives in
exchange the total return of underlying debt securities. The Fund bears the risk of
default on the underlying loans or debt securities, based on the notional amount of the
swap. The Fund would typically have to post collateral to cover this potential
obligation. The swap market has grown substantially in recent years with a large
number of banks and investment banking firms acting both as principals and as agents
utilizing standardized swap documentation. As a result, the swap market has become
relatively liquid; however there is no guarantee that the swap market will continue to
provide liquidity. If the Adviser is incorrect in its forecasts of market values, interest
rates or currency exchange rates, the investment performance of the Fund would be
less favorable than it would have been if these investment techniques were not used.
Liquidity Risk. The Fund may invest up to 20% of its Managed Assets in
instruments that, at the time of investment, are illiquid (determined using the SEC's
standard applicable to registered investment companies, i.e., instruments that cannot
be disposed of by the Fund within seven days in the ordinary course of business at
approximately the amount at which the Fund has valued the securities). The Fund may
also invest, without limit, in restricted securities, which could have the effect of
increasing the amount of the Fund's assets invested in illiquid securities if qualified
institutional buyers are unwilling to purchase these securities.

Illiquid and restricted securities may be difficult to dispose of at a fair price at the
times when the Fund believes it is desirable to do so. The market price of illiquid and
restricted securities generally is more volatile than that of more liquid securities, which
may adversely affect the price that the Fund pays for or recovers upon the sale of such
securities. Illiquid and restricted securities are also more difficult to value, especially
in challenging markets. The Adviser's judgment may play a greater role in the
valuation process. Investment of the
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Fund's assets in illiquid and restricted securities may restrict the Fund's ability to take
advantage of market opportunities. In order to dispose of an unregistered security, the
Fund, where it has contractual rights to do so, may have to cause such security to be
registered. A considerable period may elapse between the time the decision is made to
sell the security and the time the security is registered, thereby enabling the Fund to
sell it. Contractual restrictions on the resale of securities vary in length and scope and
are generally the result of a negotiation between the issuer and acquiror of the
securities. In either case, the Fund would bear market risks during that period.
Valuation Risk. Unlike publicly traded common stock which trades on national
exchanges, there is no central place or exchange for loans or fixed income instruments
to trade. Fixed income instruments generally trade on an "over-the-counter" market
which may be anywhere in the world where the buyer and seller can settle on a price.
Due to the lack of centralized information and trading, the valuation of fixed income
instruments may carry more risk than that of common stock. Uncertainties in the
conditions of the financial market, unreliable reference data, lack of transparency and
inconsistency of valuation models and processes may lead to inaccurate asset pricing.
In addition, other market participants may value instruments differently than the Fund.
As a result, the Fund may be subject to the risk that when a fixed income instrument is
sold in the market, the amount received by the Fund is less than the value that such
fixed income instrument is carried at on the Fund's books.

Lender Liability Risk. A number of U.S. judicial decisions have upheld judgments
obtained by Borrowers against lending institutions on the basis of various evolving
legal theories, collectively termed "lender liability." Generally, lender liability is
founded on the premise that a lender has violated a duty (whether implied or
contractual) of good faith, commercial reasonableness and fair dealing, or a similar
duty owed to the Borrower or has assumed an excessive degree of control over the
Borrower resulting in the creation of a fiduciary duty owed to the Borrower or its other
creditors or shareholders. Because of the nature of its investments, the Fund may be
subject to allegations of lender liability.

In addition, under common law principles that in some cases form the basis for lender
liability claims, if a lender or bondholder (a) intentionally takes an action that results
in the undercapitalization of a Borrower to the detriment of other creditors of such
Borrower, (b) engages in other inequitable conduct to the detriment of such other
creditors, (c) engages in fraud with respect to, or makes misrepresentations to, such
other creditors or (d) uses its influence as a stockholder to dominate or control a
Borrower to the detriment of other creditors of such Borrower, a court may elect to
subordinate the claim of the offending lender or bondholder to the claims of the
disadvantaged creditor or creditors, a remedy called
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"equitable subordination." Because affiliates of, or persons related to, the Adviser may
hold equity or other interests in obligors of the Fund, the Fund could be exposed to
claims for equitable subordination or lender liability or both based on such equity or
other holdings.

Other Investment Company Risk. The Fund may invest up to 10% of its Managed
Assets in securities of other open- or closed-end investment companies, including
ETFs, to the extent that such investments are consistent with the Fund's investment
objective and policies and permissible under the Investment Company Act. As a
shareholder in an investment company, the Fund will bear its ratable share of that
investment company's expenses, and would remain subject to payment of the Fund's
investment management fees with respect to the assets so invested. Common
Shareholders would therefore be subject to duplicative expenses to the extent the Fund
invests in other investment companies. The investment companies that the Fund
invests in may also use leverage, which would cause the Fund's investment in such
investment companies to be subject to greater volatility.

Potential Conflicts of Interest Risk. The Adviser will be subject to certain conflicts
of interest in its management of the Fund. These conflicts will arise primarily from the
involvement of the Adviser, GSO, Blackstone and their affiliates in other activities
that may conflict with those of the Fund. The Adviser, GSO, Blackstone and their
affiliates engage in a broad spectrum of activities. In the ordinary course of their
business activities, the Adviser, GSO, Blackstone and their affiliates may engage in
activities where the interests of certain divisions of the Adviser, GSO, Blackstone and
their affiliates or the interests of their clients may conflict with the interests of the
Fund or the shareholders of the Fund. Other present and future activities of the
Adviser, GSO, Blackstone and their affiliates may give rise to additional conflicts of
interest which may have a negative impact on the Fund.

In addressing these conflicts and regulatory, legal and contractual requirements across
its various businesses, GSO and its affiliates have implemented certain policies and
procedures (e.g., information walls). For example, GSO and its affiliates may come
into possession of material non-public information with respect to companies in which
the Fund may be considering making an investment or companies that are GSO's and
its affiliates’ advisory clients. As a consequence, that information, which could be of
benefit to the Fund, could also restrict the Fund's activities and the investment
opportunity may otherwise be unavailable to the Fund. Additionally, the terms of
confidentiality or other agreements with or related to companies in which any fund
managed by GSO has or has considered making an investment or which is otherwise
an advisory client of GSO and its affiliates may restrict or otherwise limit the ability of
the Fund to make investments in such companies.
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As part of its regular business, Blackstone provides a broad range of investment
banking, advisory, and other services. In the regular course of its investment banking
and advisory businesses, Blackstone represents potential purchasers, sellers and other
involved parties, including corporations, financial buyers, management, shareholders
and institutions, with respect to transactions that could give rise to investments that
would otherwise be available for investment by the Fund. Because of such
relationships, there may be certain investments that the Adviser will decline or be
unable to make. In addition, employees of Blackstone or its affiliates may possess
information relating to such issuers that is not known to the individuals at the Adviser
responsible for making investment decisions and performing the other obligations
under the investment advisory agreement between the Fund and the Adviser. Those
employees of Blackstone or its affiliates will not be obligated to share any such
information with the Adviser and may be prohibited by law or contract from doing so.
The Adviser or certain of its affiliates may come into possession of material
non-public information with respect to an issuer. Should this occur, the Adviser would
be restricted from buying or selling securities, derivatives or loans of the issuer on
behalf of the Fund until such time as the information became public or was no longer
deemed material. Disclosure of such information to the Adviser's personnel
responsible for the affairs of the Fund will be on a need-to-know basis only, and the
Fund may not be free to act upon any such information. Therefore, the Fund may not
have access to material non-public information in the possession of the Adviser which
might be relevant to an investment decision to be made by the Fund, and the Fund may
initiate a transaction or sell an investment which, if such information had been known
to it, may not have been undertaken. Due to these restrictions, the Fund may not be
able to initiate a transaction that it otherwise might have initiated and may not be able
to sell an investment that it otherwise might have sold.

Blackstone and its affiliates may represent creditors or debtors in proceedings under
Chapter 11 of the Bankruptcy Code or prior to such filings. From time to time,
Blackstone and its affiliates may serve as advisor to creditor or equity committees.
This involvement, for which Blackstone and its affiliates may be compensated, may
limit or preclude the flexibility that the Fund may otherwise have to participate in
restructurings. For example, in situations in which an issuer of fixed income
instruments held by the Fund is a client or a potential client of the restructuring and
reorganization advisory practice of Blackstone, the Adviser may dispose of such
instruments or take such other actions reasonably necessary to the extent permitted
under the Investment Company Act in order to avoid actual or perceived conflicts of
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interest with the restructuring and reorganization advisory practice. Further, there may
also be instances in which the work of Blackstone's and its affiliates' restructuring and
reorganization advisory practice prevents the Adviser from purchasing securities on
behalf of the Fund. See "Management of the Fund Potential Conflicts of Interest" in the
SAL

Limitations on Transactions with Affiliates Risk. The Investment Company Act
limits our ability to enter into certain transactions with certain of our affiliates. As a
result of these restrictions, we may be prohibited from buying or selling any security
directly from or to any portfolio company of a registered investment company or
private equity fund or investment company managed by Blackstone, GSO or any of
their respective affiliates. However, the Fund may, under certain circumstances,
purchase any such portfolio company's securities in the secondary market, which could
create a conflict for the Adviser between the interests of the Fund and the portfolio
company, in that the ability of the Adviser to recommend actions in the best interest of
the Fund might be impaired. The Investment Company Act also prohibits certain
"joint" transactions with certain of our affiliates, which could include investments in
the same portfolio company (whether at the same or different times). These limitations
may limit the scope of investment opportunities that would otherwise be available to
us.

Dependence on Key Personnel Risk. The Adviser is dependent upon the experience
and expertise of certain key personnel in providing services with respect to the Fund's
investments. If the Adviser were to lose the services of these individuals, its ability to
service the Fund could be adversely affected. The Adviser may not be successful in
selecting the best-performing securities or investment techniques for the Fund's
portfolio and the Fund's performance may lag behind that of similar funds. The
Adpviser has informed the Fund that the investment professionals associated with the
Adviser are actively involved in other investment activities not concerning the Fund
and will not be able to devote all of their time to the Fund's business and affairs. In
addition, individuals not currently associated with the Adviser may become associated
with the Fund and the performance of the Fund may also depend on the experience and
expertise of such individuals.

Inflation/Deflation Risk. Inflation risk is the risk that the value of certain assets or
income from the Fund's investments will be worth less in the future as inflation
decreases the value of money. As inflation increases, the real value of the Common
Shares and distributions on the Common Shares can decline. In addition, during any
periods of rising inflation, the dividend rates or borrowing costs associated with the
Fund's use of leverage would likely increase, which would tend to further
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reduce returns to shareholders. Deflation risk is the risk that prices throughout the
economy decline over time the opposite of inflation. Deflation may have an adverse
affect on the creditworthiness of issuers and may make issuer defaults more likely,
which may result in a decline in the value of the Fund's portfolio.

Foreign Instruments Risk. The Fund may invest up to 20% of its Managed Assets
in U.S. currency denominated and/or foreign currency denominated fixed income
instruments issued by foreign corporate or government issuers. Such investments
involve certain risks not involved in domestic investments and may experience more
rapid and extreme changes in value than investments in securities of U.S. companies
or in the U.S. government.

Financial markets in foreign countries often are not as developed, efficient or liquid as
financial markets in the United States, and therefore, the prices of foreign securities
can be more volatile. Certain foreign countries may impose restrictions on the ability
of issuers of foreign securities to make payments of principal and interest to investors
located outside the country, whether from currency blockage or otherwise. In addition,
the Fund will be subject to risks associated with adverse political and economic
developments in foreign countries, including seizure or nationalization of foreign
deposits, different legal systems and laws relating to creditors' rights and the potential
inability to enforce legal judgments, all of which could cause the Fund to lose money
on its investments in foreign securities. Generally, there is less readily available and
reliable information about non-U.S. issuers due to less rigorous disclosure or
accounting standards and regulatory practices.

Foreign government debt includes bonds that are issued or backed by foreign
governments or their agencies, instrumentalities or political subdivisions or by foreign
central banks. The governmental authorities that control the repayment of the debt may
be unable or unwilling to repay principal and/or interest when due in accordance with
terms of such debt, and the Fund may have limited legal recourse in the event of a
default. In addition, since 2010, the risks of investing in certain foreign government
debt have increased dramatically as a result of the ongoing European debt crisis which
began in Greece and has begun to spread throughout various other European countries.
These debt crises and the ongoing efforts of governments around the world to address
these debt crises have also resulted in increased volatility and uncertainty in the global
securities markets and it is impossible to predict the effects of these or similar events
in the future on the Fund, though it is possible that these or similar events could have a
significant adverse impact on the value and risk profile of the Fund.
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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. Because foreign securities
may trade on days when the Fund's Common Shares are not priced and the NYSE is
closed, NAV can change at times when Common Shares cannot be sold. The Fund has
no current intention to invest in instruments the Borrowers or issuers of which are
from emerging market countries.

Foreign Currency Risk. Because the Fund may invest in securities or other
instruments denominated or quoted in currencies other than the U.S. dollar, changes in
foreign currency exchange rates may affect the value of instruments held by the Fund
and the unrealized appreciation or depreciation of investments. Currencies of certain
countries may be volatile and therefore may affect the value of instruments
denominated in such currencies, which means that NAV could decline as a result of
changes in the exchange rates between foreign currencies and the U.S. dollar. The
Fund may incur costs in connection with the conversions between various currencies.
In addition, certain countries may impose foreign currency exchange controls or other
restrictions on the repatriation, transferability or convertibility of currency.
Continuing uncertainty as to the status of the euro and the European Monetary Union
(the "EMU") has created significant volatility in currency and financial markets
generally. Any partial or complete dissolution of the EMU could have significant
adverse effects on currency and financial markets, and on the values of the Fund's
portfolio investments. If one or more EMU countries were to stop using the euro as its
primary currency, the Fund's investments in such countries, if any, may be
redenominated into a different or newly adopted currency. As a result, the value of
those investments could decline significantly and unpredictably. In addition,
instruments or other investments that are redenominated may be subject to foreign
currency risk, liquidity risk and valuation risk to a greater extent than similar
investments currently denominated in euros.

Stressed and Distressed Instruments Risk. As part of its investments in corporate
fixed income instruments, the Fund may invest up to 20% of its Managed Assets in
fixed income instruments of stressed or distressed issuers. Such instruments may be
rated in the lower rating categories (Caal or lower by Moody's, or CCC+ or lower by
S&P or Fitch) or, if unrated, are considered by the Adviser to be of comparable
quality. For these securities, the risks associated with below investment grade
instruments are more pronounced. The Fund may incur additional expenses to the
extent it is required to seek recovery upon a default in the payment of principal or
interest
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on its portfolio holdings. In any reorganization or liquidation proceeding relating to an
investment, the Fund may lose its entire investment or may be required to accept cash
or securities with a value substantially less than its original investment.

Credit-Linked Notes Risk. The Fund may invest up to 10% of its Managed Assets in
credit-linked notes. Holders of credit-linked notes bear risks of the underlying
investments, index or reference obligation and are subject to counterparty risk.
Credit-linked notes are structured products used to transfer credit risk. The
performance of the notes is linked to the performance of an underlying reference
obligation or reference portfolio ("reference entities"). The notes are usually issued by
a special purpose vehicle ("SPV") that sells credit protection through a credit default
swap transaction in return for a premium and an obligation to pay the transaction
sponsor should a reference entity experience a certain credit event or events, such as
bankruptcy. The SPV invests the proceeds from the notes to cover its contingent
payment obligation. Revenue from the investments and the money received as
premium are used to pay interest to note holders. The main risk of credit-linked notes
is the risk of the reference entity experiencing a credit event that triggers the
contingent payment obligation. Should such an event occur, the SPV would have to
pay the transaction sponsor and payments to the note holders would be subordinated.
The Fund may have the right to receive payments only from the SPV and generally
does not have direct rights against the issuer or the entity that sold the assets to be
securitized. While certain credit-linked notes 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 credit-linked notes generally pay their share
of the SPV's administrative and other expenses. Although it is difficult to predict
whether the prices of indices and securities underlying credit-linked notes will rise or
fall, these prices (and, therefore, the prices of credit-linked notes) will be influenced
by the same types of political and economic events that affect issuers of securities and
capital markets generally. If the SPV of a credit-linked note uses shorter term
financing to purchase longer term securities, the SPV may be forced to sell its
securities at below market prices if it experiences difficulty in obtaining short-term
financing, which may adversely affect the value of the credit-linked notes owned by
the Fund.

Certain credit-linked notes may be thinly traded or have a limited trading market.
Credit-linked notes are typically privately offered and sold. As a result, investments in
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credit-linked notes may be characterized by the Fund as illiquid securities. See "The
Fund's Investments Other Investment Techniques Credit-Linked Notes."
Repurchase Agreements Risk. Subject to its investment objectives and policies, the
Fund may invest in repurchase agreements as a buyer for investment purposes.
Repurchase agreements typically involve the acquisition by the Fund of debt securities
from a selling financial institution such as a bank, savings and loan association or
broker-dealer. The agreement provides that the Fund will sell the securities back to the
institution at a fixed time in the future. The Fund does not bear the risk of a decline in
the value of the underlying security unless the seller defaults under its repurchase
obligation. In the event of the bankruptcy or other default of a seller of a repurchase
agreement, the Fund could experience both delays in liquidating the underlying
securities and losses, including: (1) possible decline in the value of the underlying
security during the period in which the Fund seeks to enforce its rights thereto;

(2) possible lack of access to income on the underlying security during this period; and
(3) expenses of enforcing its rights. In addition, the value of the collateral underlying
the repurchase agreement will be at least equal to the repurchase price, including any
accrued interest earned on the repurchase agreement. In the event of a default or
bankruptcy by a selling financial institution, the Fund generally will seek to liquidate
such collateral. However, the exercise of the Fund's right to liquidate such collateral
could involve certain costs or delays and, to the extent that proceeds from any sale
upon a default of the obligation to repurchase were less than the repurchase price, the
Fund could suffer a loss.

Reverse Repurchase Agreements Risk. The Fund's use of reverse repurchase
agreements involves many of the same risks involved in the Fund's use of leverage, as
the proceeds from reverse repurchase agreements generally will be invested in
additional securities, resulting in a form of borrowing. There is a risk that the market
value of the securities acquired in the reverse repurchase agreement may decline
below the price of the securities that the Fund has sold but remains obligated to
repurchase. In addition, there is a risk that the market value of the securities retained
by the Fund may decline. If the buyer of securities under a reverse repurchase
agreement were to file for bankruptcy or experiences insolvency, the Fund may be
adversely affected. Also, in entering into reverse repurchase agreements, the Fund
would bear the risk of loss to the extent that the proceeds of the reverse repurchase
agreement are less than the value of the underlying securities. In addition, due to the
interest costs associated with reverse repurchase agreements transactions, the Fund's
NAYV will decline, and, in some cases, the Fund may be worse off than if it had not
used such instruments.
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Segregation and Coverage Risk. Certain portfolio management techniques, such as,
among other things, entering into swap agreements, using reverse repurchase
agreements, futures contracts or other derivative transactions, may be considered
senior securities under the Investment Company Act unless steps are taken to
segregate the Fund's assets or otherwise cover its obligations. To avoid having these
instruments considered senior securities, in some cases the Fund may segregate liquid
assets with a value equal (on a daily mark-to-market basis) to its obligations under
these types of leveraged transactions, enter into offsetting transactions or otherwise
cover such transactions. In cases where the Fund does not cover such leveraged
transactions, such instruments may be considered senior securities and the Fund's use
of such leveraged transactions will be required to comply with the restrictions on
senior securities under the Investment Company Act. The Fund may be unable to use
segregated assets for certain other purposes, which could result in the Fund earning a
lower return on its portfolio than it might otherwise earn if it did not have to segregate
those assets in respect of or otherwise cover such portfolio positions. To the extent the
Fund's assets are segregated or committed as cover, it could limit the Fund's
investment flexibility. Segregating assets and covering positions will not limit or offset
losses on related positions.

Income Risk. The income the Common Shareholders receive from the Fund is based
primarily on the interest the Fund earns from its investments, which can vary widely
over the short and long term. If prevailing market interest rates drop, distribution rates
to the Common Shareholders could drop as well. The Fund's income also would likely
be affected adversely when prevailing short-term interest rates increase, and this will
be magnified when the Fund is utilizing leverage.

Investments in Equity Securities or Warrants Incidental to Investments in Fixed
Income Instruments. From time to time the Fund also may invest in or hold
common stock and other equity securities or warrants incidental to the purchase or
ownership of a fixed income instrument or in connection with a reorganization of an
issuer. Investments in equity securities incidental to investments in fixed income
instruments entail certain risks in addition to those associated with investments in
fixed income instruments. Because equity is merely the residual value of an issuer
after all claims and other interests, it is inherently more risky than the bonds or loans
of the same issuer. The value of the equity securities may be affected more rapidly,
and to a greater extent, by company-specific developments and general market
conditions. These risks may increase fluctuations in the Fund's NAV. The Fund
frequently may possess material non-public information about a Borrower or issuer as
a result of its ownership of a fixed income instrument. Because of prohibitions on
trading in securities
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while in possession of material non-public information, the Fund might be unable to
enter into a transaction in a security of an issuer when it would otherwise be
advantageous to do so.

U.S. Government Debt Securities Risk. U.S. government debt securities generally
do not involve the credit risks associated with investments in other types of debt
securities, although, as a result, the yields available from U.S. government debt
securities are generally lower than the yields available from other securities. However,
in 2011 S&P downgraded its rating of U.S. government debt, suggesting an increased
credit risk. Further downgrades could have an adverse impact on the price and
volatility of U.S. government debt instruments. Like other debt securities, the values
of U.S. government securities change as interest rates fluctuate. Fluctuations in the
value of portfolio securities will not affect interest income on existing portfolio
securities but will be reflected in the Fund's NAV. Since the magnitude of these
fluctuations will generally be greater at times when the Fund's average maturity is
longer, under certain market conditions the Fund may, for temporary defensive
purposes, accept lower current income from short-term investments rather than
investing in higher yielding long-term securities. In addition, the recent economic
crisis in the United States has negatively impacted government-sponsored entities,
which include Federal Home Loan Banks, the Federal National Mortgage Association
("Fannie Mae") and the Federal Home Loan Mortgage Corporation ("Freddie Mac").
As the real estate market has deteriorated through declining home prices and
increasing foreclosure, government-sponsored entities, which back the majority of U.S
mortgages, have experienced extreme volatility and in some cases a lack of liquidity.
In September 2008, Fannie Mae and Freddie Mac were placed under a conservatorship
of the U.S. federal government. Any investments issued by Federal Home Loan Banks
and Fannie Mae may ultimately lose value.

Commodity Pool Risk. The Fund's use of derivatives that are subject to regulation by
the Commodities Futures Trading Commission ("CFTC") and National Futures
Association ("NFA") could cause the Fund to be deemed a commodity pool or the
Adviser to be a commodity pool operator, which would require the Fund and the
Adviser to comply with certain rules that could result in additional costs to the Fund.
Pursuant to regulations and/or published positions of the SEC, the Fund may also be
required to segregate cash or liquid securities in connection with futures transactions.
The Fund has claimed an exclusion from the definition of the term "commodity pool
operator” under the Commodity Exchange Act ("CEA") pursuant to Rule 4.5 under the
CEA promulgated by the CFTC. The Fund currently is not, therefore, subject to
registration or regulation as a
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"commodity pool operator" under the CEA and the Fund intends to be operated so as
not to be deemed to be a "commodity pool" under the regulations of the CFTC under
current law. On February 9, 2012, the CFTC adopted amendments to its rules that,
once effective, may affect the ability of the Fund to continue to claim this exclusion.
The Fund would be limited in its ability to use futures or options on futures or engage
in swap transactions if it continued to claim the exclusion. If the Fund did not continue
to claim the exclusion, the Fund believes that the Fund and the Adviser would likely
become subject to registration and regulation as a commodity pool operator. The Fund
may incur additional expenses as a result of the CFTC's registration and regulatory
requirements. The impact of the rule changes on the operations of the Fund and the
Adviser is not fully known at this time. The Fund and the Adviser are continuing to
analyze the effect of these rule changes on the Fund.

Recent Developments. The U.S. credit markets have in the recent past experienced
extreme volatility and market disruption. Although the U.S. market is not currently
experiencing disruption, extreme volatility or market disruption may occur in the
future. In addition, the European credit markets have in the recent past experienced
extreme volatility and may experience such volatility in the future. Instability in the
credit markets may make it more difficult for a number of issuers of debt securities to
obtain financing or refinancing for their investment or lending activities or operations.
In particular, because of volatile conditions in the credit markets, issuers of debt
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
issue.

For example, certain issuers may, due to macroeconomic conditions, be unable to
repay the obligations under their fixed income securities during this period. An issuer's
failure to satisfy financial or operating covenants imposed by lenders could lead to
defaults and, potentially, termination of the security and foreclosure on its secured
assets, which could trigger cross-defaults under other agreements and jeopardize the
issuer's ability to meet its obligations under its debt securities. We may incur expenses
to the extent necessary to seek recovery upon default or to negotiate new terms with a
defaulting issuer. The recent market instability could lead to financial losses in our
portfolio and a decrease in revenues, net income and the value of the Fund's assets.

In addition, on August 5, 2011, S&P lowered its long-term sovereign credit rating on
the U.S. federal government debt to "AA+" from "AAA." The downgrade by S&P
could increase volatility in both stock and bond markets, result in higher interest rates
and higher U.S. Treasury yields and increase the
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costs of all kinds of debt. These events could have significant adverse effects on the
economy generally.

These developments may increase the volatility of the value of fixed income
instruments and other investments owned by the Fund. These developments also may
make it more difficult for the Fund to accurately value its investments or to sell them
on a timely basis. These developments could adversely affect the ability of the Fund to
use leverage for investment purposes and increase the cost of such leverage, which
would reduce returns to Common Shareholders. These developments also may
adversely affect the broader economy, which in turn may adversely affect the ability of
issuers of securities owned by the Fund to make payments of principal and interest
when due, lead to lower credit ratings of the issuer and increased defaults by the
issuer. Such developments could, in turn, reduce the value of securities owned by the
Fund and adversely affect the NAV and market price of the Fund's Common Shares.
Market Disruption and Geopolitical Risk. The instability in the Middle East and
terrorist attacks in the United States and around the world may result in market
volatility and 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
Fund cannot predict the effects of geopolitical events in the future on the U.S.
economy and loan and securities markets.

Portfolio Turnover Risk. The Fund's annual portfolio turnover rate may vary greatly
from year to year, as well as within a given year. However, portfolio turnover rate is
not considered a limiting factor in the execution of investment decisions for the Fund.
If the Adviser determines that it is in the Fund's best interests to shift the focus of its
investments from one type of fixed income security to another, the Fund's portfolio
turnover rate during such a shift may be very high. High portfolio turnover results in
greater transactional expense for the Fund and may result in the realization of net
short-term capital gains by the Fund which, when distributed to Common
Shareholders, will be taxable as ordinary income. A high portfolio turnover may
increase the Fund's current and accumulated earnings and profits, resulting in a greater
portion of the Fund's distributions being treated as a dividend to the Fund's Common
Shareholders.

See "The Fund's Investments Investment Policies Portfolio Turnover" and "Tax
Matters."

Government Intervention in the Financial Markets. The recent instability in the
financial markets has led the U.S. government to take a number of unprecedented
actions designed to support certain financial institutions and segments of the financial
markets that have experienced extreme
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volatility, and in some cases a lack of liquidity. In addition, the European Central Bank
and other foreign government and supranational finance authorities have taken
unprecedented actions to regulate or manipulate international financial markets. These
governments, agencies and/or organizations may take additional actions that affect the
regulation of the securities or derivatives in which the Fund invests, or the issuers of
such securities or derivatives, in ways that are unforeseeable. Issuers of fixed income
instruments held by the Fund may seek protection under the bankruptcy laws.
Legislation or regulation may also change the way in which the Fund itself is
regulated. Such legislation or regulation could limit or preclude the Fund's ability to
achieve its investment objectives. The Adviser will monitor developments and seek to
manage the Fund's portfolio in a manner consistent with achieving the Fund's
investment objectives, but there can be no assurance that it will be successful in doing
SO.

Non-Diversification Risk. The Fund is classified as "non-diversified" under th