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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 March 29, 2010

PROSPECTUS
Shares

Nuveen Build America Bond Fund
Common Shares

$20.00 per Share

Investment Objectives. The Nuveen Build America Bond Fund (the Fund ) is a newly organized, diversified, closed-end management
investment company. The Fund s primary investment objective is to provide current income through investments in taxable municipal securities.
As a secondary objective, the Fund will seek to enhance portfolio value and total return. The Fund cannot assure you that it will achieve its
investment objectives.

Fund Strategies. The Fund seeks to achieve its investment objectives by investing primarily in a diversified portfolio of taxable municipal

securities known as Build America Bonds (or BABs ), as described further in this prospectus. The Fund believes there could be an opportunity to
capitalize on the developing market for BABs by investing in taxable municipal issues at attractive market yields relative to the yields on

equivalently rated corporate bonds. Nuveen Asset Management ( NAM ), the Fund s investment adviser, will use its credit research driven
investment process to assemble a diversified portfolio. In addition, the Fund will use an integrated leverage and hedging strategy that, in NAM s
judgment, has the potential to enhance income and risk-adjusted total return over time. The Fund s overall goal is to outperform over time the
Barclays Capital Build America Bond Index ( BABs Index ), an unleveraged index representing the BABs market, while maintaining a

comparable overall level of interest rate risk.

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

(continued on following page)
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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 symbolis NBB.

Investing in the Fund s common shares involves certain risks. See_ Risks beginning on page 41 of this prospectus. Certain of these risks
are summarized in Prospectus Summary Special Risk Considerations beginning on page 15 of this prospectus.

Per Share Total(3)
Public offering price $20.00 $
Sales load(1) $.90 $
Proceeds to the Fund(2) $19.10 $

(1)  NAM (and not the Fund) has agreed to pay from its own assets additional compensation to Merrill Lynch, Pierce, Fenner & Smith
Incorporated, a structuring fee to each of Citigroup Global Markets Inc., Wells Fargo Securities, LLC, Raymond James Associates,
Inc., and Ameriprise Financial Services, Inc., a marketing and structuring fee to Morgan Stanley & Co. Incorporated, and may also
pay certain qualifying underwriters a structuring fee, a sales incentive fee or additional compensation in connection with the offering.
See Underwriting.

(2) Total expenses of issuance and distribution (other than underwriting discounts and commissions) are estimated to be $  per share

$ ). After payment of such expenses, proceeds to the Fund will be $19.10 per share. The Fund has agreed to pay the
underwriters $ or$ if the underwriters exercise the over-allotment option in full ($.00667) as a partial reimbursement
of expenses incurred in connection with the offering. Nuveen Asset Management has agreed to (i) reimburse all organization
expenses of the Fund and (ii) pay the amount by which the Fund s offering costs (other than sales load, but inclusive of such $.00667
per common share reimbursement) exceed $.04 per common share.

(3) 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 from the date of this prospectus to cover over-allotments, if any. If such option is exercised in full, the
Public offering price, Sales load and Proceeds to the Fund will be $ ,$ and $ , respectively. See Underwriting.

Neither the Securities and Exchange Commission ( SEC ) nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the common shares to purchasers on or about ,2010.

BofA Merrill Lynch Citi Morgan Stanley Wells Fargo Securities

Nuveen Investments, LLC Raymond James Ameriprise Financial Services, Inc.

J.J.B. Hilliard, W.L. Lyons, LLC Janney Montgomery Scott Ladenburg Thalmann & Co. Inc.

Maxim Group LLC Oppenheimer & Co. RBC Capital Markets Stifel Nicolaus
The date of this prospectus is , 2010.
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Build America Bonds. BABs are taxable municipal securities that include bonds issued by state and local governments to finance capital
projects such as public schools, roads, transportation infrastructure, bridges, ports and public buildings, among others, pursuant to the American
Recovery and Reinvestment Act of 2009 (the Act ). As described more fully herein, the Act authorizes state and local governments to sell new
BABs issues without limitation through December 31, 2010. Unlike investments in most other municipal securities, interest received on BABs is
subject to federal income tax and may be subject to state income tax. See The Fund s Investments.

Currently, bonds issued after December 31, 2010 will not qualify as BABs unless the relevant provisions of the Act are extended. The Obama
administration and Congress are considering a variety of proposals to extend or modify the BABs program, including changes that would make
it permanent, reduce the amount of the subsidy, and allow proceeds to be used for certain private, non-municipal activities or for refinancing
capital expenditures. It cannot be predicted whether these proposals or other changes in the BABs program will be enacted, nor can it be
predicted whether such proposals or changes, if enacted, will have a positive or negative effect on the Fund. See The Fund s Investments.

Portfolio Contents. Under normal circumstances, the Fund will invest at least 80% of its Managed Assets (as defined in this prospectus) in
BABs. The Fund may invest up to 20% of its Managed Assets in securities other than BABs, including taxable municipal securities that do not
qualify for federal support, tax-exempt municipal securities, U.S. Treasury securities and obligations of the U.S. Government and its agencies.
See The Fund s Investments. At least 80% of Managed Assets will be invested in securities that at the time of investment are investment grade
quality. A security is considered investment grade quality if it is rated within the four highest letter grades (BBB or Baa or better) by at least one
of the nationally recognized statistical rating organizations ( NRSROs ) that rate such security (even if it is rated lower by another), or if it is
unrated by any NRSRO but judged to be of comparable quality by NAM. The Fund may invest up to 20% of its Managed Assets in securities

that at the time of investment are rated below investment grade quality or that are unrated by any NRSRO but judged to be of comparable quality
by NAM. Securities of below investment grade quality are regarded as having predominately speculative characteristics with respect to capacity
to pay interest and repay principal, and are commonly referred to as junk bonds. See Build America Bonds on page 6 for, among other things, a
discussion of anticipated changes in certain ratings methodologies.

Contingent Term Provision. Under its Declaration of Trust, the Fund has no limitation on its term of existence. To accommodate the

possibility that the BABs program will not be extended, if, for any twenty-four month period ending on or prior to December 31, 2014, there are

no new issuances of Build America Bonds or other taxable municipal securities with interest payments subsidized by the U.S. Government

through direct pay subsidies, as a fundamental policy, the Fund will terminate on or around June 30, 2020 ( Contingent Term Provision ). Such
issuances may cease if the current legislation authorizing the U.S. government subsidy for the issuances is not extended beyond December 31,
2010, and no similar legislation is enacted. If the Fund terminates, the Fund will distribute all of its net assets to shareholders of record as of the
date of termination. The Fund s investment objectives and policies are not designed to seek to return to investors who purchase common shares in
this offering the amount of their initial investment on the termination date, and such initial investors and any investors who purchase common
shares after the completion of the offering may receive more or less than their original investment upon termination. See The Fund s Investments.

Integrated Leverage and Hedging Strategy. The Fund anticipates using an integrated leverage and hedging strategy to seek to enhance its
potential current income and longer-term risk-adjusted total return, while seeking to maintain a level of interest rate risk comparable to that of
the BABs Index. The Fund expects to use leverage instruments that will have a funding cost based on short- to intermediate-term market interest
rates. Because such interest rates are expected to be generally lower than the yields on the long-term bonds in which the Fund invests, NAM
believes that the use of leverage will generally increase common share net income.

The use of leverage involves increased risk, including increased variability of the Fund s net income, distributions and/or net asset value in
relation to market changes. In particular, leverage increases interest rate
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risk, which is the risk that the prices of portfolio securities will fall (or rise) if market interest rates for those securities rise (or fall). The Fund s
hedging strategy seeks to reduce this increased interest rate risk by systematically reducing the leverage-adjusted portfolio duration (duration is a
measure of the sensitivity of bond prices to changes in interest rates) to a level comparable to the duration of the BABs Index. This hedging
strategy is not expected to reduce other types of risk, such as credit risk, which are also increased by the Fund s use of leverage.

The Fund s use of derivatives such as bond futures or interest rate swaps in hedging interest rate risk will generate costs that will effectively
reduce the Fund s net asset value. These capital costs may be offset over time by capital appreciation of the Fund s portfolio. The potential to
achieve such capital appreciation will depend largely on NAM s investment capabilities in executing the Fund s investment strategy as well as the
performance of BABs relative to the securities underlying the Fund s hedging instruments. If and to the extent that such capital appreciation does
not occur or is less than these hedging costs, however, the Fund s total returns can be expected to be less than the Fund s net earnings (and, over
time, distributions).

The Fund may employ the following leverage instruments: (a) borrowings, including loans from certain financial institutions ( bank credit
facility ), and/or the issuance of debt securities including fixed and floating rate notes or liquidity supported variable rate demand obligations
(collectively, Debt ); (b) portfolio investments that have the economic effect of leverage, including but not limited to investments in inverse
floating rate securities; and (c) the issuance of preferred shares ( Preferred Shares), although the Fund has no current intention to issue Preferred
Shares. Based on current market conditions, the Fund intends to implement its leveraging strategy principally by using (a) Debt and (b)
investments in inverse floating rate securities. Initially after the closing of this offering, the Fund intends to establish a bank credit facility. If
current market conditions persist, the combined economic effect of the total leverage used by the Fund ( effective leverage ) is expected to be in
the range of 25% and 27% of its Managed Assets upon completion of the invest-up period. The Fund intends to limit its total effective leverage
to 33% of Managed Assets. The Fund s integrated leverage and hedging strategy may not work as planned or achieve its goals.

You should read this prospectus, which contains important information about the Fund, before deciding whether to invest and retain it for future
reference. A Statement of Additional Information, dated , 2010, as it may be supplemented, containing additional information about
the Fund, has been filed with the SEC and is incorporated by reference in its entirety into this prospectus. You may request a free copy of the
Statement of Additional Information, the table of contents of which is on page 69 of this prospectus, annual and semi-annual reports to
shareholders, when available, and other information about the Fund, and make shareholder inquiries by calling (800) 257-8787 or by writing to

the Fund, or from the Fund s website (http://www.nuveen.com). The information contained in, or that can be accessed through, the Fund s website
is not part of this prospectus. You also may obtain a copy of the Statement of Additional Information (and other information regarding the Fund)
from the SEC s website (http://www.sec.gov).

The Fund s common shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other insured
depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any other
government agency.
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You should rely only on the information contained or incorporated by reference in this prospectus. The Fund has not, and the
underwriters have not, authorized anyone to provide you with different information. If anyone provides you with different or
inconsistent information, you should not rely on it. The Fund is not, and the underwriters are not, making an offer of these securities in
any jurisdiction where the offer is not permitted. You should not assume that the information contained in this prospectus is accurate as
of any date other than the date on the front of this prospectus.
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PROSPECTUS SUMMARY

This is only a summary. You should review the more detailed information contained elsewhere in this prospectus and in the Statement of
Additional Information prior to making an investment in the Fund, especially the information set forth under the heading Risks.

The Fund Nuveen Build America Bond Fund (the Fund ) is a newly organized, diversified, closed-end
management investment company.

The Offering The Fund is offering common shares of beneficial interest at $20.00 per share through a
group of underwriters (the Underwriters ) led by Merrill Lynch, Pierce, Fenner & Smith
Incorporated ( Merrill Lynch ), Citigroup Global Markets Inc. ( Citi ), Morgan Stanley & Co.
Incorporated ( Morgan Stanley ), Wells Fargo Securities, LLC ( Wells Fargo ), Nuveen Investments,
LLC ( Nuveen ), Raymond James & Associates, Inc. ( Raymond James ) and Ameriprise Financial
Services, Inc. ( Ameriprise ). Certain Underwriters participating in this offering or their affiliates,
including Merrill Lynch (which is a remote affiliate of NAM and the Fund), Citi and Wells Fargo,
have an ownership interest in Nuveen Investments, Inc. ( Nuveen Investments ), the parent company
of Nuveen Asset Management ( NAM ), the Fund s investment adviser. See Management of the
Fund Investment Adviser. The common shares of beneficial interest are called Common Shares in
this prospectus. You must purchase at least 100 Common Shares in this offering. The Fund has
given the Underwriters an option to purchase up to additional Common Shares to cover
orders in excess of Common Shares. See Underwriting. NAM has agreed to (i) reimburse
all organization expenses of the Fund and (ii) pay all offering costs of the Fund (other than sales
load, but inclusive of the partial reimbursement of expenses) that exceed $.04 per Common Share.

Who May Want to Invest You should consider your investment goals, time horizons and risk tolerance before investing in the
Fund. An investment in the Fund is not appropriate for all investors and 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 you if you are seeking:

A new opportunity to invest in a predominately investment grade portfolio of taxable
municipal securities;

Potential for current income and the potential for additional total return;

Regular monthly dividends that are automatically reinvested, or may be received in cash;

Potential for daily liquidity afforded by listing on the New York Stock Exchange;

Portfolio diversification potential from exposure to municipal securities, whose issuers have
historically demonstrated a lower default rate than issuers of equivalently rated corporate
bonds; and
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Professional selection and active management by NAM.

However, keep in mind that you will need to assume the risks associated with an investment in the
Fund. See Risks.

Investment Objectives The Fund s primary investment objective is to provide current income through investments in
taxable municipal securities. As a secondary objective, the Fund will seek to enhance portfolio
value and total return. The Fund s investment objectives and certain investment policies specifically
identified as such are considered fundamental and may not be changed without shareholder
approval. The Fund cannot assure you that it will achieve its investment objectives. See The Fund s
Investments and Risks.

Fund Strategies The Fund seeks to achieve its investment objectives by investing primarily in a diversified portfolio
of taxable municipal securities known as Build America Bonds (or BABs ), as discussed further in
this prospectus. The Fund believes there could be an opportunity to capitalize on the developing
market for BABs by investing in taxable municipal issues at attractive market yields relative to the
yields on equivalently rated corporate bonds. NAM, the Fund s investment adviser, will use its
credit research driven investment process to assemble a diversified portfolio. In addition, the Fund
will use an integrated leverage and hedging strategy that, in NAM s judgment, has the potential to
enhance income and risk-adjusted total return over time. The Fund s overall goal is to outperform
over time the Barclays Capital Build America Bond Index ( BABs Index ), an unleveraged index
representing the BABs market, while maintaining a comparable overall level of interest rate risk.

Build America Bonds BABs are taxable municipal securities that include bonds issued by state and local governments to
finance capital projects such as public schools, roads, transportation infrastructure, bridges, ports
and public buildings, among others, pursuant to the American Recovery and Reinvestment Act of
2009 (the Act ).

Enacted in February 2009, the Act was intended in part to assist state and local governments in financing capital projects at lower net borrowing
costs through direct subsidies designed to stimulate state and local infrastructure projects, create jobs and encourage non-traditional municipal
security investors. Unlike investments in most other municipal securities, interest received on BABs is subject to federal income tax and may be
subject to state income tax. BAB issuers may elect either (i) to receive payments from the U.S. Treasury equal to a specified percentage of their
interest payments ( direct pay ) or (ii) to cause investors in the bonds to receive federal tax credits ( tax credit ).

Most issuers of direct pay BABs currently receive a subsidy from the U.S. Treasury equal to 35% of the interest paid on the bonds, which allows
such issuers to issue bonds that pay interest rates that are

10
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expected to be competitive with the rates typically paid by private bond issuers in the taxable fixed income market. Bonds issued after

December 31, 2010 currently will not qualify as BABs unless the relevant provisions of the Act are extended or similar legislation is enacted that
provides for municipal issuers to elect to issue taxable municipal securities and receive from the U.S. Treasury direct pay federal subsidies to
offset a portion of the interest costs incurred over the full term of such taxable municipal securities. Currently under the Act, BABs cannot be
used to finance private, non-municipal activities, and can only be used to fund capital expenditures. The proceeds of BAB issuances are used for
public benefit and generally support facilities that meet such essential needs as water, electricity, transportation, and education. Moreover, many
BABs are general obligation bonds, which are backed by the full faith and taxing power of the state and local governments issuing them.

The Obama administration and Congress are considering a variety of proposals to extend or modify the BABs program, including changes that
would make it permanent, reduce the amount of the subsidy, and allow proceeds to be used for certain private, non-municipal activities or for
refinancing capital expenditures. It cannot be predicted whether these proposals or other changes in the BABs program will be enacted, nor can
it be predicted whether such proposals or changes, if enacted, will have a positive or negative effect on the Fund. If, for any twenty-four month
period ending on or prior to December 31, 2014, there are no new issuances of Build America Bonds or other taxable municipal securities with
interest payments subsidized by the U.S. Government through direct pay subsidies, as a fundamental policy, the Fund will terminate on or
around June 30, 2020. See Contingent Term Provision on pages 30-31 for additional information.

NAM believes that BABs presently offer a more compelling yield opportunity than equivalently rated corporate bonds. Municipal issuers, of
which BABs issuers are a major subset, have historically lower default rates than issuers of equivalently rated corporate bonds. Past default rates
are not predictive of future default rates.

In response to the market s desire for ratings comparability, Moody s Investor Service, Inc. ( Moody s ) has announced that it plans to recalibrate in
April 2010 its long-term U.S. municipal ratings to its global ratings scale. According to Moody s, the recalibration is intended to provide
comparability of ratings across the Moody s-rated universe and does not reflect an improvement in credit quality or a change in Moody s credit
opinion for rated issuers of municipal securities. Moody s has announced that the recalibration will be implemented in stages and is expected to

occur over a four week period. NAM does not believe that the Moody s recalibration will have an adverse impact on the Fund.

11
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Based on current market conditions, the Fund anticipates investing in direct pay BABs and not in tax credit BABs. However, the Fund has no
policy with respect to direct pay or tax credit BABs and may invest in either type of BAB at any time. Under the terms of the Act, issuers of
direct pay BABs are entitled to receive reimbursement from the U.S. Treasury currently equal to 35% (or 45% in the case of Recovery Zone
Economic Development Bonds, a new type of taxable governmental bond similar to BABs) of the interest paid on the bonds, which continues
for the life of the bond. Issuance of BABs commenced in April 2009 and bonds issued after December 31, 2010 (referred to as the sunset ) will
not qualify as BABs unless the relevant provisions of the Act are extended. As currently enacted, the Act contains no budgetary limit on
issuances through the program through the sunset. However, BABs issuances currently are limited to public purpose or essential purpose bonds.
As currently enacted, the Act does not permit refunding issuances, private activity bond issuances, or deficit fund issuances.

According to a February 2010 report issued by the Municipal Securities Rulemaking Board ( MSRB ), 749 BABs issues came to market in 2009
totaling approximately $64 billion. Between April 15, 2009 and December 31, 2009, BABs issuance accounted for 20% of long-term securities
issued in the municipal market, such that taxable municipal securities issuance (including BABs) represented 26% of the overall municipal
market. Municipal market research analysts expect such BABs issuance trends to continue throughout 2010, when the BABs program is

currently scheduled to sunset. For example, J.P. Morgan municipal market research analysts currently project BABs issuance of approximately
$110 billion in 2010. By December 31, 2010, they expect the BAB total market size to be approximately $172 billion. See Risks Build America
Bonds Risk.

Investment Policies Under normal circumstances, the Fund will invest at least 80% of its Managed Assets in BABs.
This investment policy may be changed with 60 days notice to shareholders. The Fund may invest
up to 20% of its Managed Assets in securities other than BABs, including taxable municipal
securities that do not qualify for federal support, municipal securities the interest income from
which is exempt from regular federal income tax (sometimes referred to as tax-exempt municipal
securities ), U.S. Treasury securities and obligations of the U.S. Government, its agencies and
instrumentalities. The Fund may purchase BABs (including for purposes of the 80% test) and other
municipal securities (taxable or tax-exempt) in the form of bonds, notes, leases or certificates of
participation; structured as callable or non-callable; with payment forms that include fixed-coupon,
variable rate, zero coupon, capital appreciation bonds, floating rate securities, inverse floating rate
securities and other derivative instruments that replicate investment exposure to BABs or other
municipal securities. Such BABs and other municipal securities may be acquired through
investments in pooled vehicles, partnerships or other investment companies. The Fund may

12
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also purchase BABs and other municipal securities representing a wide range of sectors and
purposes.

The Fund anticipates that, upon full investment of the net proceeds of this offering, the average credit quality of its investments will be A+. In
addition, the Fund anticipates using leverage to seek to enhance current income and total returns. See Leverage.

Under normal circumstances:

The Fund will invest at least 80% of its Managed Assets in securities that at the time of
investment are investment grade quality. A security is considered investment grade quality if

it is rated within the four highest letter grades (BBB or Baa or better) by at least one of the
nationally recognized statistical rating organizations ( NRSROs ) that rate such security (even
if it is rated lower by another), or if it is unrated by any NRSRO but judged to be of
comparable quality by NAM.

The Fund may invest up to 20% of its Managed Assets in securities that at the time of
investment are rated below investment grade or are unrated by any NRSRO but judged to be
of comparable quality by NAM. Securities of below investment grade quality are regarded as
having predominately speculative characteristics with respect to capacity to pay interest and
repay principal, and are commonly referred to as junk bonds . See Risks Credit and Below
Investment Grade Risk.

The Fund will generally invest in securities with intermediate- or long-term maturities. The
Fund anticipates having a weighted average maturity of 15 to 35 years. The weighted average
maturity of securities held by the Fund may be shortened or lengthened, depending on market
conditions and on an assessment by the Fund s portfolio manager of which segments of the
market offer the most favorable relative investment values and opportunities for income and
total return.

The Fund will not invest more than 25% of its Managed Assets in municipal securities in any
one industry or in any one state of origin.

The Fund will not invest more than 15% of its Managed Assets in municipal securities that, at
the time of investment, are illiquid (i.e., securities that are not readily marketable). See
Risks Illiquid Securities Risk.

The Fund also may invest up to 20% of its total assets in certain derivative instruments to
enhance returns. Such derivatives include financial futures contracts, swap contracts
(including interest rate and credit default swaps), options on financial futures, options on
swap contracts, or similar instruments. This limit will apply to the investment exposure
created by those derivative instruments. Inverse floating rate securities are not regarded as
derivatives for this purpose. NAM may also use derivative instruments to hedge

13
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some of the risk of the Fund s investments in municipal securities. These types of strategies
may generate taxable income. See The Fund s Investments Derivatives.

See The Fund s Investments Investment Objectives and Policies.

During temporary defensive periods or in order to keep the Fund s cash fully invested, including
during the period when the net proceeds of the offering of Common Shares are first being invested,
the Fund may deviate from its investment policies and objectives. During such periods, the Fund
may invest up to 100% of its Managed Assets in short-term investments, including high quality,
short-term securities that may be either tax-exempt or taxable. There can be no assurance that such
strategies will be successful. For a more complete discussion of the Fund s portfolio composition,
see The Fund s Investments.

Managed Assets means the total assets of the Fund, minus the sum of its accrued liabilities (other than Fund liabilities incurred for the express
purpose of creating effective leverage). Total assets for this purpose shall include assets attributable to the Fund s use of effective leverage
(whether or not those assets are reflected in the Fund s financial statements for purposes of generally accepted accounting principles), such as,
but not limited to, the portion of assets in special purpose trusts of which the Fund owns the inverse floater certificates that has been effectively
financed by the trust s issuance of floating rate certificates. See The Fund s Investments Portfolio Composition and Other Information Municipal
Securities Inverse Floating Rate Securities and  Floating Rate Securities.

Contingent Term Provision Under its Declaration of Trust, the Fund has no limitation on its term of existence. To accommodate
the possibility that the BABs program will not be extended, if for any twenty-four month period
ending on or prior to December 31, 2014, there are no new issuances of BABs or other taxable
municipal securities with interest payments subsidized by the U.S. Government through direct pay
subsidies, as a fundamental policy, the Fund will terminate on or around June 30, 2020 (the

Contingent Term Provision ). Such issuances may cease if the current legislation authorizing the
U.S. government subsidy for the issuances is not extended beyond December 31, 2010, and no
similar legislation is enacted. Currently there are several proposals either to make such legislation
permanent or to extend it beyond its scheduled sunset date. If, because there are no such new
issuances, the Fund is to terminate on June 30, 2020, the Fund s Board of Trustees may extend the
term of the Fund for up to six months after that date if deemed to be in the best interests of
shareholders, but otherwise may not extend the term of the Fund without shareholder approval.
Furthermore, the Fund can be terminated at any time by action of the Trustees, or by action of the
shareholders, which could occur prior to June 30, 2020. If the Fund terminates, the Fund will
distribute all of its net assets to shareholders of record as of the date of termination. The Fund s
investment
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objectives and policies are not designed to seek to return to investors who purchase common shares
in this offering the amount of their initial investment on the termination date, and such initial
investors and any investors who purchase common shares after the completion of the offering may
receive more or less than their original investment upon termination.

Leverage Integrated Leverage and Hedging Strategy. The Fund anticipates using an integrated leverage and
hedging strategy to seek to enhance its potential current income and longer-term risk-adjusted total
return, while seeking to maintain a level of interest rate risk comparable to that of the BABs Index.
The Fund expects to use leverage instruments that will have a funding cost based on short- to
intermediate-term market interest rates. Because such interest rates are expected to be generally
lower than the yields on the long-term bonds in which the Fund invests, NAM believes that the use
of leve