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Allianz Global Investors Fund Management LLC

1633 Broadway

New York, New York 10019

November 26, 2013

Dear Shareholder:

We are proposing to merge AllianzGI Global Equity & Convertible Income Fund (�NGZ�) into AllianzGI Equity &
Convertible Income Fund (�NIE� and, together with NGZ, the �Funds�). In this merger (the �Merger�), common shares of
NGZ would, in effect, be exchanged for new common shares of NIE with an equal aggregate net asset value. The
Merger is intended to be tax-free for U.S. federal income tax purposes. The Merger would combine two funds with
identical investment objectives that are managed by Allianz Global Investors Fund Management LLC (�AGIFM�) and
sub-advised by Allianz Global Investors U.S. LLC (�AGI U.S.�) utilizing similar portfolio management strategies into a
single, larger fund, which may provide the opportunity for increased economies of scale resulting, potentially, in
lower total operating expenses than NGZ�s current operating expenses, slightly lower or the same total operating
expenses than NIE�s current operating expenses, and improved net earnings as compared to the net earnings either NIE
or NGZ currently experience.

We expect the proposed Merger will offer you the following advantages:

� Larger asset base and potentially enhanced earnings. AGIFM and AGI U.S. expect that NIE�s investment
team will be able to deploy the assets received from NGZ in the Merger in a fashion that would improve the
combined fund�s net earnings as compared to each of NGZ�s and NIE�s current net earnings.

� Equivalent or lower expenses. Shareholders of both Funds are expected to benefit from economies of scale
resulting from a larger combined fund with a lower estimated total annual fund operating expense ratio than
NGZ�s current total annual fund operating expense ratio and equal to or slightly less than NIE�s current total
annual fund operating expense ratio.

� Improved secondary market trading. The combined fund�s greater volume of common shares may result in
increased market liquidity, which may lead to narrower bid-ask spreads and smaller trade-to-price
increments. The potential for higher common share net earnings and enhanced total returns over time may
increase investor interest in the combined fund and potentially increase market liquidity for its common
shares.

� Continuity of Fund management. The Merger would allow shareholders of NGZ to continue investing in a
fund advised by AGIFM and sub-advised by AGI U.S. AGI U.S. is responsible for making day-to-day
investment decisions for NGZ as well as NIE. The investment objectives of the Funds are identical and the
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investing in non-U.S. securities, while NIE and the combined fund will not. In addition, three of NGZ�s
current portfolio managers, Douglas Forsyth, Justin Kass and Michael Yee, are also portfolio managers of
NIE and will continue to serve as portfolio managers of the combined fund following the Merger.

� Tax-free reorganization. The Merger is intended to be tax-free for U.S. federal income tax purposes.
Provided that the Merger is tax-free, no gain or loss will be recognized by NGZ shareholders on the
distribution to them of shares of NIE, and the aggregate tax basis of NIE shares received by an NGZ
shareholder will be the same as the aggregate tax basis of his or her NGZ shares.

While this Merger will bring about some changes, many of the current benefits of NGZ will stay the same:

� Continued listing of common shares on the New York Stock Exchange. Common shares of NIE are currently
listed on the New York Stock Exchange under the symbol �NIE,� which would remain the symbol of the
common shares of the combined fund.

� Continued excellent shareholder services. As a shareholder of NIE, you will continue to receive the high
level of shareholder services you receive as a shareholder of NGZ.

� Continued commitment to shareholders. AGIFM, AGI U.S. and their affiliates remain committed to
shareholders in terms of fund performance, communications and service.

Your vote is important.

After reviewing the proposal and considering various alternatives, each Fund�s Board of Trustees unanimously agreed
that the proposed Merger is in the best interests of shareholders of each Fund and voted to approve the transaction as
more fully described in the accompanying Joint Prospectus/Proxy Statement. Now it is your turn to review the
proposal and vote. We urge you to read the accompanying Joint Prospectus/Proxy Statement, which contains
important information about the proposed Merger.

In addition to asking shareholders of NGZ to approve the Merger, the Board of Trustees of NGZ is also asking
shareholders of NGZ to re-elect certain Trustees of NGZ at NGZ�s annual shareholders� meeting scheduled to be held
on the same day as the separate joint meeting is held to consider the Merger. The composition of the Board of
Trustees of NGZ is identical to that of NIE. Although the Board of Trustees of NGZ will no longer exist if the Merger
is approved and consummated, shareholders of NGZ are being asked to re-elect certain of its Trustees in the event the
Merger is not approved or its approval is delayed. Please note that shareholders of NGZ will receive two separate
proxy cards, one relating to the Merger and one relating to the re-election of Trustees. We request that NGZ
shareholders please complete and return both proxy cards.
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A joint meeting of the shareholders of the Funds will be held at 10:30 a.m., Eastern time, on January 14, 2014 for
shareholders of both Funds to vote on the proposed Merger. In addition, a separate annual meeting of the shareholders
of NGZ will be held at 11:00 a.m., Eastern time, on January 14, 2014, for shareholders of NGZ to vote on the
re-election of certain Trustees of NGZ. The meetings will be held at the offices of Allianz Global Investors Fund
Management LLC, 1633 Broadway, between West 50th and West 51st Streets, 42nd Floor, New York, New York
10019. If you are not able to attend the relevant meetings, please use the enclosed proxies and envelope to cast your
votes so that you will be represented.

No matter how many shares you own, your timely vote is important. If you are unable to attend the meetings, please
complete, sign, date and mail the enclosed proxy card(s) (of which there are two in the case of NGZ) promptly, in
order to avoid the expense of additional mailings or having our proxy solicitor, AST Fund Solutions, LLC, telephone
you. If you have any questions regarding the Joint Prospectus/Proxy Statement, please call us at (800) 591-6313.

Thank you in advance for your participation in this important event.

Sincerely,

Brian Shlissel
President & Chief Executive Officer of the Funds

-3-
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NOTICE OF MEETINGS OF SHAREHOLDERS

TO BE HELD ON JANUARY 14, 2014

ALLIANZGI GLOBAL EQUITY & CONVERTIBLE INCOME FUND

ALLIANZGI EQUITY & CONVERTIBLE INCOME FUND

1633 Broadway

New York, New York 10019

To the Shareholders of AllianzGI Global Equity & Convertible Income Fund (�NGZ�) and AllianzGI Equity &
Convertible Income Fund (�NIE� and, together with NGZ, the �Funds�):

Notice is hereby given that a Joint Meeting of Shareholders of NIE and NGZ (the �Joint Special Meeting�) will be held
on January 14, 2014, at 10:30 a.m., Eastern time, and a separate Annual Meeting of Shareholders of NGZ (the �NGZ
Annual Meeting� and, together with the Joint Special Meeting, the �Meetings�) will be held on January 14, 2014, at
11:00 a.m., Eastern time. The Meetings will be held at the offices of Allianz Global Investors Fund Management LLC,
1633 Broadway, between West 50th and West 51st Streets, 42nd Floor, New York, New York 10019, for the
following purposes:

Joint Special Meeting

Shareholders of NGZ

1. To approve an Agreement and Plan of Reorganization (the �Merger Agreement�) providing for the transfer of
all of the assets of NGZ to NIE in exchange for common shares of NIE and the assumption by NIE of all of
the liabilities of NGZ, and the distribution of such shares to the shareholders of NGZ in complete liquidation
of NGZ, all as described in more detail in the attached Joint Prospectus/Proxy Statement.

2. To consider and act upon such other matters as may properly come before the Joint Special Meeting and any
adjourned session thereof.

Shareholders of NIE

1. To approve the Merger Agreement and the issuance of additional common shares of NIE to be issued in
connection with the Merger.

2. To consider and act upon such other matters as may properly come before the Joint Special Meeting and any
adjourned session thereof.
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NGZ Annual Meeting

1. To elect the Trustees of NGZ, each to hold office for the term indicated and until his or her successor shall
have been elected and qualified.

2. To consider and act upon such other matters as may properly come before the NGZ Annual Meeting and any
adjourned session thereof.

Shareholders of record as of the close of business on November 12, 2013 are entitled to notice of, and to vote at, both
the Joint Special Meeting and the NGZ Annual Meeting.

By order of the Boards of Trustees of the Funds,

Thomas J. Fuccillo

Secretary of the Funds

New York, New York

November 26, 2013

It is important that your shares be represented at the Meetings in person or by proxy, no matter how many
shares you own. If you do not expect to attend the Meetings, please complete, date, sign and return the
applicable enclosed proxy or proxies in the accompanying envelope, which requires no postage if mailed in the
United States. Please mark and mail your proxy or proxies promptly in order to save the Funds any additional
costs of further proxy solicitations and in order for the Meetings to be held as scheduled.

ii
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ALLIANZGI GLOBAL EQUITY & CONVERTIBLE INCOME FUND

ALLIANZGI EQUITY & CONVERTIBLE INCOME FUND

1633 Broadway

New York, New York 10019

(800) 254-5197

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS

FOR THE MEETINGS OF SHAREHOLDERS TO BE HELD ON JANUARY 14, 2014

This Joint Prospectus/Proxy Statement and the Annual Reports to Shareholders for the fiscal years ended January 31,
2013 for NIE and August 31, 2013 for NGZ are also available at us.allianzgi.com/closedendfunds.

JOINT PROSPECTUS/PROXY STATEMENT

November 26, 2013

FOR THE MEETINGS OF SHAREHOLDERS TO BE HELD ON JANUARY 14, 2014

INTRODUCTION

This Joint Prospectus/Proxy Statement is furnished to you as a shareholder of AllianzGI Global Equity & Convertible
Income Fund (�NGZ�) and/or AllianzGI Equity & Convertible Income Fund (�NIE� and, together with NGZ, the �Funds�).
Each Fund is a diversified, closed-end investment company registered under the Investment Company Act of 1940, as
amended (the �1940 Act�), and is organized as a voluntary association under Massachusetts law (commonly referred to
as a �Massachusetts business trust�).

This Joint Prospectus/Proxy Statement relates to (1) the proposed reorganization (the �Merger�) of NGZ into NIE and
(2) the re-election of certain Trustees of NGZ. The Merger is to be effected through the transfer of all of the assets of
NGZ to NIE in exchange for common shares of beneficial interest of NIE (the �Merger Shares�) and the assumption by
NIE of all of the liabilities of NGZ, followed by the distribution of the Merger Shares to the shareholders of NGZ in
complete liquidation of NGZ. As a result of the proposed Merger, NGZ will cease to be a separate fund.

In addition to asking shareholders of NGZ to approve the Merger, the Board of Trustees of NGZ is also asking
shareholders of NGZ to re-elect certain Trustees of NGZ at NGZ�s annual shareholders� meeting scheduled to be held
on the same day as
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the separate meeting is held to consider the Merger. The composition of the Board of Trustees of NGZ is identical to
that of NIE. Although the Board of Trustees of NGZ will no longer exist if the Merger is approved and consummated,
shareholders of NGZ are being asked to re-elect certain of its Trustees in the event the Merger is not approved or its
approval is delayed. Please note that shareholders of NGZ will receive two separate proxy cards, one relating to
the Merger and one relating to the re-election of Trustees. We request that NGZ shareholders please complete
and return both proxy cards.

Because NGZ shareholders are being asked to approve transactions that will result in their holding NIE shares, this
document also serves as a Prospectus for the Merger Shares to be issued by NIE. The investment objective of each
Fund is to seek total return comprised of capital appreciation, current income and gains. Under normal circumstances,
each Fund will invest at least 80% of its net assets (plus any borrowings for investment purposes) in a combination of
equity securities and income-producing convertible securities. Unlike open-end funds, exchange-traded, closed-end
funds like the Funds are not continuously offered. After the initial public offering, shares are sold on the open market
through a stock exchange. This Joint Prospectus/Proxy Statement explains concisely what you should know before
voting to approve the Merger or investing in NIE. Please read it and keep it for future reference. This Joint
Prospectus/Proxy Statement is first being mailed to shareholders of NGZ and NIE on or about November 26, 2013.

A joint meeting of the shareholders of the Funds will be held at 10:30 a.m., Eastern time, on January 14, 2014, for
shareholders of both Funds to vote on the proposed Merger and for shareholders of NIE to vote on the proposed
issuance of the Merger Shares (the �Joint Special Meeting�). In addition, a separate annual meeting of the shareholders
of NGZ will be held at 11:00 a.m., Eastern time, on January 14, 2014, for shareholders of NGZ to vote on the election
of certain Trustees of NGZ (the �NGZ Annual Meeting� and, together with the Joint Special Meeting, the �Meetings�).
The Meetings will be held at the offices of Allianz Global Investors Fund Management LLC (�AGIFM� or the
�Manager�), 1633 Broadway, between West 50th and West 51st Streets, 42nd Floor, New York, New York 10019. If
you are not able to attend the Meetings or any adjournment or postponement thereof, please use the enclosed proxies
and envelope to cast your votes so that you will be represented.

The Board of Trustees of each Fund (the �Board,� the �Board of Trustees� or the �Trustees�) has fixed the close of business
on November 12, 2013 as the record date (the �Record Date�) for the determination of shareholders of each Fund
entitled to notice of, and to vote at, the Meetings and any adjournment(s) or postponement(s) thereof. Shareholders of
each Fund on the Record Date will be entitled to one vote per share on each matter to which they are entitled to vote
and that is to be voted on by shareholders of the Fund, and a fractional vote with respect to fractional shares, with no
cumulative voting rights in the election of Trustees.

ii
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The following table sets forth the number of common shares issued and outstanding of each Fund at the close of
business on the Record Date:

Outstanding Common Shares
NIE 22,304,189
NGZ 7,019,923

The classes of Shares listed for each Fund in the table above are the only classes of shares currently authorized by that
Fund.

The shareholders of NGZ, voting together as a single class, and the shareholders of NIE, voting together as a single
class, have the right to vote on the proposals as summarized in the table below (the �Proposals�).

Proposal NGZ Common Shareholders NIE Common Shareholders
Proposal I(a): Approval of the Merger
Agreement

ü

Proposal I(b): Approval of the Merger
Agreement and the issuance of Merger
Shares

ü

Proposal II: Re-Election of NGZ
Trustees
Re-election of James A. Jacobson ü
Re-election of Bradford K. Gallagher ü
A Statement of Additional Information dated November 26, 2013 relating to the Joint Prospectus/Proxy Statement
(the �Merger SAI�) has been filed with the Securities and Exchange Commission (the �SEC�) and is hereby incorporated
into this Joint Prospectus/Proxy statement by reference (File No. 333-191818). The Merger SAI is available upon oral
or written request and without charge from the Funds at the phone number and address provided above and on the
Funds� website at us.allianzgi.com/closedendfunds.

The following documents have been filed with the SEC and are incorporated into the Merger SAI by reference, which
means they are considered legally a part of the Merger SAI:

� The audited financial statements of NGZ and related report of the independent registered public accounting
firm for the fiscal year ended August 31, 2013 included in the Annual Report to shareholders of NGZ (File
No. 811-22067).

iii
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� The audited financial statements of NIE and related report of the independent registered public accounting
firm for the fiscal year ended January 31, 2013 included in the Annual Report to shareholders of NIE (File
No. 811-21989).

� The unaudited financial statements of NIE for the six months ended July 31, 2013 included in the
Semi-Annual Report to shareholders of NIE (File No. 811-21989).

This document will give you the information you need to vote on the Proposals. Much of the information is required
under the rules of the SEC; some of it is technical. If there is anything you don�t understand, please contact us at
(800) 591-6313 or call your financial advisor.

Both Funds list their common shares on the New York Stock Exchange (the �NYSE�). The common shares of NIE are
listed on the NYSE under the symbol �NIE� and the common shares of NGZ are listed on the NYSE under the symbol
�NGZ.� You may inspect reports, proxy material and other information concerning either Fund at the NYSE.

The principal executive offices of the Funds are located at 1633 Broadway, New York, New York 10019. AGIFM
serves as the investment manager of each Fund and retains its affiliate, Allianz Global Investors U.S. LLC (�AGI U.S.�
or the �Sub-Adviser�), to serve as the sub-adviser to the Funds. Additional information regarding the Manager and the
Sub-Adviser may be found under �Additional Information�Investment Manager and Sub-Adviser� below.

Unless a Fund receives contrary instructions, only one copy of this Joint Prospectus/Proxy Statement will be mailed to
a given address where two or more shareholders share that address. Additional copies of the Joint Prospectus/Proxy
Statement will be delivered promptly upon request. Requests may be sent to the Secretary of the Fund c/o Allianz
Global Investors Fund Management LLC, 1633 Broadway, New York, New York 10019, or by calling (800)
591-6313 on any business day.

The Merger SAI, each Fund�s most recent annual and semi-annual report, and other information about the Funds can
be obtained by calling toll free (800) 254-5197 or by writing to the Funds at c/o Allianz Global Investors Fund
Management LLC, 1633 Broadway, New York, New York 10019. The Funds are subject to the informational
requirements of the Securities Exchange Act of 1934 and, in accordance therewith, file reports, proxy statements,
proxy materials and other information with the SEC. You may obtain a copy of the Merger SAI and other materials
that have been filed with the SEC from the SEC�s Public Reference Room in Washington, D.C. by
calling (202) 551-8090. You may also request copies of these materials, upon payment at the prescribed rates of a
duplicating fee, by electronic request to the SEC�s e-mail address (publicinfo@sec.gov) or by writing the Public
Reference Branch, Office of Consumer

iv
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Affairs and Information Services, Securities and Exchange Commission, Washington, D.C. 20549-0102. The Merger
SAI and each Fund�s most recent annual and semiannual reports are available, free of charge, on the Funds� website
(us.allianzgi.com). You can obtain the same information, free of charge, from the SEC�s web site
(http://www.sec.gov).

The Securities and Exchange Commission has not approved or disapproved the Merger Shares or passed upon
the adequacy of the Joint Prospectus/Proxy Statement. Any representation to the contrary is a criminal offense.

An investment in NIE is not a deposit in a bank and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, the Federal Reserve Board or any other government agency.

v
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I. PROPOSALS I(A) & I(B): THE MERGER AND THE ISSUANCE OF ADDITIONAL SHARES OF NIE

A. OVERVIEW

The responses to the questions that follow provide an overview of key points NIE and NGZ believe are typically
of interest to shareholders considering a transaction such as the Merger. For a more complete understanding,
please refer to the remainder of the Joint Prospectus/Proxy Statement, which contains additional information
and further details about the proposed Merger.

1. What is being proposed?

The Boards of Trustees of NIE and NGZ are unanimously recommending that you approve the proposed
reorganization of NGZ into NIE (the �Merger�). The Merger is proposed to be accomplished pursuant to an Agreement
and Plan of Reorganization (the �Merger Agreement�) and will be effected through the transfer of all of the assets of
NGZ to NIE in exchange for common shares of beneficial interest of NIE (the �Merger Shares�) and the assumption by
NIE of all of the liabilities of NGZ, followed by the distribution of the Merger Shares to the shareholders of NGZ in
complete liquidation of NGZ. As a result of the proposed transaction, NGZ will cease to be a separate fund. The term
�Combined Fund� as used herein refers to NIE as the surviving Fund after the Merger. The completion of these
transactions will result in (i) the termination of NGZ as a separate fund and (ii) each NGZ shareholder becoming a
shareholder of NIE.

In addition, shareholders of NIE are being asked to approve the issuance of the Merger Shares (i.e., additional
common shares of NIE) to be issued to shareholders of NGZ in connection with the Merger (the �Issuance�).

In the event the Merger is consummated, shareholders of the Combined Fund, including former shareholders of NGZ,
would be subject to the investment policies of NIE. See Question 4 below and Appendix C to this Joint
Prospectus/Proxy Statement for a comparison of, and more information on, the Funds� investment objectives and
significant investment strategies and operating policies.

2. What will happen to my NGZ shares as a result of the proposed Merger?

Your NGZ shares are expected to be exchanged on a tax-free basis for Merger Shares of NIE with an equal aggregate
net asset value on the Exchange Date (as defined in Section 4(a) of the Merger Agreement).

1
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3. Why is the Merger being proposed at this time?

The Trustees of each Fund, including a majority of those Trustees who are not �interested persons� (as defined in the
1940 Act) of the Funds (the �Independent Trustees�), carefully considered the anticipated benefits and costs of the
proposed Merger and approved the Merger at a meeting held on September 24, 2013.

In approving the Merger, the Trustees of each Fund determined that the Fund�s participation in the proposed Merger
would be in the best interests of the Fund and that the interests of the Fund�s shareholders would not be diluted as a
result of the Merger. The Trustees of each Fund considered that the proposed Merger is expected to offer shareholders
of the Funds the following advantages:

� Larger asset base and potentially enhanced earnings. AGIFM and AGI U.S. expect that NIE�s investment
team will be able to deploy the assets received from NGZ in the Merger in a fashion that would improve the
Combined Fund�s net earnings as compared to each of NGZ�s and NIE�s current net earnings.

� Equivalent or lower expenses. Shareholders of both Funds are expected to benefit from economies of scale
resulting from a larger Combined Fund with a lower estimated total annual fund operating expense ratio than
NGZ�s current total annual fund operating expense ratio and equal to or slightly less than NIE�s current total
annual fund operating expense ratio.

� Improved secondary market trading. The Combined Fund�s greater volume of common shares may result in
increased market liquidity, which may lead to narrower bid-ask spreads and smaller trade-to-price
increments. The potential for higher common share net earnings and enhanced total returns over time may
increase investor interest in the Combined Fund and potentially increase market liquidity for its common
shares.

� Continuity of Fund management. The Merger would allow shareholders of NGZ to continue
investing in a fund advised by AGIFM and sub-advised by AGI U.S. AGI U.S. is responsible for
making day-to-day investment decisions for NGZ as well as NIE. The investment objectives of
the Funds are identical and the investment strategies of the Funds are substantially similar, though
NGZ�s investment strategies currently include a focus on investing in non-U.S. securities, while
NIE and the Combined Fund will not. In addition, the portfolio managers of NIE currently serve
as portfolio managers of NGZ.

� Tax-free reorganization. The Merger is intended to be tax-free for U.S. federal income tax purposes.
Provided that the Merger is tax-free, no gain or loss will be recognized by NGZ shareholders on the
distribution to them of shares of NIE, and the aggregate tax basis of NIE shares received by an NGZ
shareholder will be the same as the aggregate tax basis of his or her NGZ shares.

2
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The Trustees of each Fund recommend that shareholders of the Fund vote FOR approval of the proposed Merger and
the Issuance, as applicable. For a more detailed discussion of the Trustees� deliberations, see �Background and Reasons
for the Proposed Merger.�

If the Merger is not approved by either Fund, the Manager and Sub-Adviser may, in connection with ongoing
management of the Funds, recommend alternative proposals to the Boards of NGZ and NIE.

4. How do the investment objectives, policies and restrictions of NGZ and NIE compare?

The investment objective of NGZ is identical to that of NIE, and the investment strategies of the Funds are
substantially similar, though not identical. A comparison of the investment objectives and strategies for NIE and NGZ
is set forth in the table below. As noted in the table below, the principal difference between the strategies of the two
Funds is that NIE ordinarily invests principally in U.S. issuers, while NGZ normally invests at least 40% of its assets
in non-U.S. securities. A more detailed description of each Fund�s investment strategies is set forth in Appendix C to
this Joint Prospectus/Proxy Statement.

NIE NGZ
Investment Objective NIE�s investment objective is to seek

total return comprised of capital
appreciation, current income and
gains.

The same as NIE.

Investment Strategies NIE pursues its investment objective
by investing in a diversified portfolio
of equity securities (the �Equity
Component�) and income-producing
convertible securities (the �Convertible
Component�). NIE also employs a
strategy of writing (selling) call
options on the stocks held in the
Equity Component as well as on
equity indexes, generally with respect
to approximately 70% of the value of
the securities in the Equity Component
(the �Option Strategy�). The

The same as NIE, except that NGZ
intends to invest, under normal
circumstances, at least 40% of its total
assets in securities of issuers that are
tied economically to countries other
than the United States, and to have
exposure to at least eight different
countries (including the United
States). NGZ may invest up to 10% of
its total assets in issuers that are tied
economically to developing or
�emerging market� countries. See
�Foreign (non-U.S.) Securities� below.

3
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NIE NGZ
extent of NIE�s use of the Option
Strategy will vary depending on
market conditions and other factors,
and NIE may determine from time to
time to write call options on only a
portion, or none, of the stocks in the
Equity Component. The Option
Strategy is designed to generate gains
from option premiums in an attempt to
enhance distributions payable to NIE�s
shareholders and to reduce overall
portfolio risk.

Asset Allocation. The percentage of
NIE�s total assets represented by each
Component is expected to vary based
on relative investment performance
and the Sub-Adviser�s views regarding
market conditions and other factors.
NIE expects that each Component will
generally vary within the following
ranges: 40% to 80% for the Equity
Component and 20% to 60% for the
Convertible Component. The
risk/return profile of NIE (taken as a
whole) will vary according to the level
of total assets allocated to each
Component.

80% Policy Under normal circumstances, NIE will
invest at least 80% of its net assets
(plus any borrowings for investment
purposes) in

The same as NIE.

4
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NIE NGZ
a combination of equity securities and
income-producing convertible
securities.

Foreign (non-U.S.) Securities NIE will ordinarily invest principally
in securities of U.S. issuers. NIE may
invest without limit in securities of
non-U.S. issuers that trade on U.S.
securities markets, such as American
Depository Receipts (�ADRs�). Up to
20% of NIE�s total assets may be
invested in other non-U.S. equity and
debt securities, including securities of
issuers that are organized or
headquartered in developing or
�emerging market� countries.

NGZ invests, under normal
circumstances, at least 40% of its total
assets in securities of issuers that are
tied economically to countries other
than the United States, and to have
exposure to at least eight different
countries (including the United
States). NGZ may invest up to 10% of
its total assets in issuers that are tied
economically to developing or
�emerging market� countries.

Equity Component The Equity Component will ordinarily
consist of common stocks, but may
also include other types of equity
securities, including preferred stocks,
depository receipts, rights and
warrants. NIE may invest in securities
of companies with any size market
capitalization, but ordinarily expects to
focus its equity investments in
companies with market capitalizations
of $3 billion or more at the time of
investment. NIE may purchase
securities in initial public offerings
(�IPOs�).

The same as NIE.

Convertible Component The Convertible Component will
ordinarily consist principally of
income-producing convertible

The same as NIE.
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NIE NGZ
securities, including bonds,
debentures, notes, preferred stocks,
and other securities or investments that
may be converted or exchanged (by
the holder or issuer) into equity
securities of the issuer (or cash or
securities of equivalent value), as well
as synthetic convertible securities.

Credit Rating AGI U.S. will normally attempt to
maintain the portfolio of the
Convertible Component with an
average credit quality that is
investment grade�i.e., rated at least
Baa3 by Moody�s Investors Service,
Inc. (�Moody�s�) or BBB- by either
Standard & Poor�s Ratings Services
(�S&P�) or Fitch, Inc. (�Fitch�), or, with
respect to unrated securities, based on
comparable credit quality
determinations made by AGI U.S.
Average credit quality for these
purposes is determined by reference to
the credit- and dollar-weighted quality
of convertible and other debt securities
in the Fund�s portfolio. For example,
using Moody�s ratings, a bond rated
Aa3 together with two bonds rated
Ba3, all three of the same value, would
produce an average credit quality of
Baa3. NIE may invest a portion of the
Convertible Component in convertible
and other debt

The same as NIE.
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NIE NGZ
securities that are of below investment
grade quality, including unrated
securities and distressed securities that
are in default or the issuers of which
are in bankruptcy. Securities of below
investment grade quality are regarded
as having predominantly speculative
characteristics with respect to the
issuer�s capacity to pay interest and
repay principal when due, and are
commonly referred to as �high yield�
securities or �junk bonds.� The
Convertible Component normally will
have an average credit quality that is
investment grade, although it may
include convertible and other debt
securities that are of below investment
grade quality.

Weighted Average Maturity The weighted average maturity of
securities comprising the Convertible
Component will typically range from 5
to 10 years, although it may be shorter
or longer at any time and from time to
time depending upon market
conditions.

The same as NIE.

Non-Convertible Fixed Income
Securities

NIE may also invest up to 20% of its
total assets in non-convertible
income-producing securities including,
but not limited to, bonds, debentures,
notes, government securities,
mortgage-related securities and other
types of debt

The same as NIE.
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NIE NGZ
instruments. To the extent that NIE
does so, the non-convertible
income-producing securities will be
treated as being part of the Convertible
Component for purposes of the
asset-allocation, maturity and credit
quality parameters.

Illiquid Securities NIE may invest up to 10% of its total
assets in illiquid securities (determined
using the SEC�s standard applicable to
open-end 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). NIE may invest a
significant portion of its total assets in
securities that have not been registered
for public sale, but that are eligible for
purchase and sale pursuant to Rule
144A under the Securities Act of
1933, as amended (the �Securities Act�).

The same as NIE.

Other Investment Companies NIE may invest in securities of other
investment companies, including
exchange traded funds, and may invest
in real estate investment trusts.

The same as NIE.

Diversification As a diversified fund, NIE generally
may not, with respect to 75% of its
total assets, purchase the securities of
any issuer, except securities issued or

The same as NIE.
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NIE NGZ
guaranteed by the U.S. Government or
any of its agencies or instrumentalities
or securities of other investment
companies, if, as a result, (i) more than
5% of NIE�s total assets would be
invested in the securities of that issuer,
or (ii) NIE would hold more than 10%
of the outstanding voting securities of
that issuer.

Concentration NIE will not concentrate its
investments in a particular �industry� by
investing more than 25% of its total
assets in that industry.

The same as NIE.

Leverage Although it has no current intention to
do so, the Fund reserves the flexibility
to issue preferred shares or debt
securities or to engage in borrowings
to add leverage to its portfolio. The
Fund may also enter into derivative
transactions that may in some
circumstances produce effects similar
to leverage. Any leverage used by the
Fund would be limited to
approximately 35% of the Fund�s total
assets (including the proceeds of the
leverage) at the time utilized.

The same as NIE.

Following approval of the Merger Agreement by the shareholders of each Fund, but before the Valuation Time (as
defined in Section 4(b) of the Merger Agreement), it is expected that NGZ will restructure its investment portfolio by
selling the majority of its non-U.S. holdings and making certain other adjustments to better facilitate the Merger.
Based on NGZ�s assets as of August 31, 2013, AGIFM and AGI U.S. expect that such repositioning of NGZ�s portfolio
will involve the sale of approximately 30% of NGZ�s assets and will result in NGZ realizing a capital loss of
approximately $30
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million. AGIFM and AGI U.S. estimate that the commissions and related transaction costs associated with the
repositioning will be approximately $82,000, all of which will be borne by NGZ. Such repositioning may result in
NGZ having less than 40% of its assets invested in securities of issuers that are tied economically to countries other
than the United States, or having exposure to fewer than eight different countries (including the United States) during
the period between shareholder approval of the Merger and the consummation of the Merger. For a discussion of the
tax consequences of this potential repositioning, see �Information About the Proposed Merger�Information About the
Merger�Federal Income Tax Consequences.�

NIE and NGZ have adopted certain fundamental investment policies. Fundamental investment policies cannot be
changed as to a Fund without the approval of the holders of a majority, as such term is defined in the 1940 Act, of the
Fund�s outstanding common shares, voting together as a single class; other investment policies can be changed without
shareholder consent. The fundamental investment policies of NIE and NGZ are identical. Please see the Merger SAI
for more information on the Funds� fundamental investment policies.

5. How do the management fees and other expenses of NGZ and NIE compare, and what are they estimated to be
following the proposed Merger?

The following tables compare the advisory fees and other expenses of NGZ and NIE and the estimated pro forma
expenses that AGIFM estimates NIE will bear in the first year following the Merger. The annual contractual
advisory fee rate payable by NIE currently and after the Merger (1.00% of average daily total managed assets)
is the same as the annual contractual advisory fee rate payable by NGZ (1.00% of average daily total managed
assets). �Total managed assets� means the total assets of a Fund (including assets attributable to any preferred shares
and borrowings that may be outstanding) minus accrued liabilities (other than liabilities representing borrowings). The
table below sets forth (i) the expenses paid by each Fund for the 12-month period ended July 31, 2013 and (ii) the pro
forma expenses for the Combined Fund, assuming the Merger had taken place on July 31, 2013. It is expected that
NIE�s Total Annual Expenses will stay the same or decrease slightly as a result of the Merger. The pro forma expenses
of the Combined Fund (taking into account the Merger) are expected to be lower than NGZ�s expenses as reflected in
the right-most column of the expense tables below.

NGZ NIE

NIE Pro Forma
Combined
Fund(1)

Shareholder Transaction Expenses
Sales Load (as a percentage of offering price)(2) None None None
Dividend Reinvestment Plan Fees(3) None None None
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NGZ NIE

NIE Pro Forma
Combined
Fund(1)

Annual Expenses (as a percentage of net assets
attributable to common shares)
Management Fees 1.00% 1.00% 1.00% 
Other Expenses 0.29% 0.08% 0.07% 
Total Annual Expenses 1.29% 1.08% 1.07% 

(1) Assumes the Merger took place on July 31, 2013.
(2) Shares of each Fund purchased on the secondary market are not subject to sales loads, but may be subject to

brokerage commissions or other charges. The table does not include any underwriting commission paid by
shareholders in the initial offering of each Fund.

(3) You will pay brokerage charges if you direct the plan agent to sell your common shares held in a dividend
reinvestment account.

Example

The following example is intended to help you compare the costs of investing in the common shares of the Combined
Fund pro forma if the Merger is completed with the costs of investing in NGZ and NIE without the Merger. An
investor in common shares would pay the following expenses on a $10,000 investment, assuming (1) the Total Annual
Expenses ratio for each Fund set forth in the table above and (2) a 5% annual return throughout the period:

1 Year 3 Years 5 Years 10 Years
Common Shares:
NGZ (Current). . . . . . . . . . . . . . $ 131 $ 409 $ 708 $ 1,556
NIE (Current). . . . . . . . . . . . . . . $ 110 $ 343 $ 595 $ 1,317
NIE Pro Forma Combined Fund . . . . . . . $ 109 $ 340 $ 590 $ 1,306
The examples set forth above assume common shares of each Fund were owned as of the completion of the Merger
and the reinvestment of all dividends and distributions and uses a 5% annual rate of return as mandated by SEC
regulations. The examples above should not be considered a representation of future expenses. Actual expenses
may be higher or lower than those assumed. Moreover, the actual rate of return may be greater or less than the
hypothetical 5% annual return shown in the examples.

6. Will my dividends be affected by the proposed Merger?

NGZ�s regular distributions during fiscal years 2009, 2010, 2012 and 2013, in addition to including income and net
realized gains, have also included return of capital (�RoC�) as one of their components. Assuming a constant
distribution rate, the Manager and Sub-Adviser believe that RoC will continue to constitute a percentage of
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NGZ�s total distributions in future years if the Merger is not approved and consummated. During the same periods
(with the exception of fiscal year 2010), NIE�s distributions have generally comprised income and net realized gains
and have not included RoC as a component of the Fund�s total distributions.

In part as a result of the repositioning of NGZ�s portfolio securities in connection with the Merger, the Combined
Fund�s earnings are expected to be higher than those of each Fund prior to the Merger; however, the Combined Fund�s
earnings and distribution rate may change over time, and depending on market conditions, may be significantly higher
or lower than each Fund�s earnings and distribution rate prior to the Merger. There can be no assurance that the
Combined Fund�s distributions will not include RoC following the Merger.

A Fund�s earnings and net investment income vary over time and depend on many factors, including its asset mix,
portfolio turnover level, the movement of interest rates and general market conditions. There can be no assurance that
the future earnings of a Fund, including the Combined Fund after the Merger, will remain constant or will not decline.

7. At what prices have common shares of NGZ and NIE historically traded?

As of September 30, 2013 and on a historical average basis, NIE�s common shares have traded at a wider discount to
net asset value (i.e., the market price of the Fund�s common shares is below the Fund�s net asset value per share) than
that of NGZ�s common shares. Depending on the relative discount or premium of the common shares of one Fund to
the common shares of the other Fund at the time of the Merger, the discount of a Fund�s common shares may widen or
the premium of a Fund�s common shares may narrow (i.e., the market price of the common shares may decrease
relative to its net asset value (�NAV�)), which may result in the Merger Shares received by NGZ shareholders and/or the
Combined Fund�s common shares held by NIE shareholders following the Merger having an aggregate market value
that is less than the aggregate market value of the NGZ common shares that are exchanged in the Merger or than the
market value of the NIE common shares prior to the Merger, respectively. There can be no assurance that, after the
Merger, common shares of the Combined Fund will trade at, above or below NAV. In the Merger, shareholders of
NGZ will receive common shares of NIE based on the relative net asset values (not the market values) of each NIE�s
common shares. The market value of the common shares of the Combined Fund may be less than the market value of
the common shares of NIE or NGZ prior to the Merger.

Trading Information. Common shares of each Fund are expected to continue to be traded on the NYSE until the
Valuation Time (as defined in Section 4(b) of the Merger Agreement) and common shares of NIE are expected to
continue to be traded on the NYSE after the Merger. Shares of the Funds may at times trade at a market price greater
or less than net asset value. The Trustees regularly monitor the relationship between the market price and net asset
value of the common shares of
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each Fund. If the common shares of a Fund were to trade at a substantial discount to net asset value for an extended
period of time, the Trustees may consider the repurchase of its common shares on the open market or in private
transactions, the making of a tender offer for such shares, or the conversion of such Fund to an open�end investment
company. The Funds cannot assure you that the Trustees will decide to take or propose any of these actions, or that
share repurchases or tender offers will actually reduce market discount. Depending on market conditions immediately
prior to the Merger, common shares of NIE may trade at a greater or smaller discount or premium to net asset value
than common shares of NGZ, which would cause the Merger Shares to have an aggregate market value that is greater
or less than the then current market value of the common shares of NGZ that are exchanged in the Merger. The
following tables set forth the high and low market prices for common shares of each Fund on the NYSE, for each full
quarterly period within each Fund�s two most recent fiscal years and each full quarter since the beginning of each
Fund�s current fiscal year, along with the NAV and discount or premium to NAV for each quotation.

NGZ

Common share
market price(1)

Common share
net asset value

Premium (discount) as
a % of net asset value

Quarter High Low High Low High Low
Quarter ended November 30, 2011 $ 14.87 $ 12.43 $ 15.74 $ 13.34 2.39% -9.66%
Quarter ended February 29, 2012 $ 14.71 $ 12.80 $ 16.10 $ 14.19 -6.49% -11.86%
Quarter ended May 31, 2012 $ 14.69 $ 12.50 $ 16.13 $ 14.11 -8.24% -12.12%
Quarter ended August 31, 2012 $ 13.59 $ 12.16 $ 15.04 $ 13.86 -9.28% -12.30% 
Quarter ended November 30, 2012 $ 13.69 $ 12.32 $ 15.34 $ 14.35 -8.49% -14.15% 
Quarter ended February 28, 2013 $ 14.30 $ 13.11 $ 15.90 $ 14.79 -8.17% -12.13% 
Quarter ended May 31, 2013 $ 15.19 $ 14.06 $ 16.66 $ 15.37 -5.83% -10.45% 
Quarter ended August 31, 2013 $ 14.62 $ 13.43 $ 16.37 $ 15.19 -9.27% -12.69% 
NIE

Common share
market price(1)

Common share
net asset value

Premium (discount) as
a % of net asset value

Quarter High Low High Low High Low
Quarter ended April 30, 2011 $ 19.87 $ 18.56 $ 21.14 $ 19.76 -3.92% -9.44% 
Quarter ended July 31, 2011 $ 19.21 $ 17.59 $ 20.97 $ 19.24 -6.89% -10.40% 
Quarter ended October 31, 2011 $ 17.81 $ 14.60 $ 19.71 $ 16.40 -9.02% -13.58% 
Quarter ended January 31, 2012 $ 17.22 $ 14.97 $ 19.38 $ 17.34 -10.68% -14.70%
Quarter ended April 30, 2012 $ 18.07 $ 17.27 $ 20.18 $ 19.23 -9.09% -11.62%
Quarter ended July 31, 2012 $ 17.65 $ 15.86 $ 19.73 $ 17.88 -8.19% -12.12%
Quarter ended October 31, 2012 $ 17.65 $ 16.96 $ 19.74 $ 18.54 -8.26% -11.88% 
Quarter ended January 31, 2013 $ 17.91 $ 16.01 $ 20.16 $ 18.47 -8.42% -13.36% 
Quarter ended April 30, 2013 $ 18.31 $ 17.45 $ 20.67 $ 19.82 -10.61% -12.37% 
Quarter ended July 31, 2013 $ 19.42 $ 17.54 $ 21.55 $ 20.13 -9.59% -12.87% 
Quarter ended October 31, 2013 $ 19.26 $ 18.03 $ 22.16 $ 20.84 -11.97% -13.85% 

(1)
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NIE�s net asset value per common share at the close of business on November 12, 2013 was $22.19 and the last
reported sale price of a common share of NIE on the NYSE on that day was $19.27, representing a (13.16)% discount
to such net asset value. NGZ�s net asset value per common share at the close of business on November 12, 2013 was
$16.86 and the last reported sale price of a common share of NGZ on the NYSE on that day was $16.72, representing
a (0.83)% discount to such net asset value.

8. Why is the vote of shareholders of NIE and NGZ being solicited in connection with the proposed Merger?

Although NIE will continue its legal existence and operations after the Merger, the rules of the NYSE (on which NIE�s
common shares are listed) require NIE�s shareholders to approve the issuance of additional common shares in
connection with the Merger. In addition, the Board of Trustees of NIE has determined to present the Merger itself to
the shareholders of NIE and NGZ for approval. If the Issuance is not approved by NIE shareholders and the Merger is
not approved by shareholders of NIE and NGZ, the Merger will not occur.

9. Who manages the Funds?

Allianz Global Investors Fund Management LLC is the investment adviser to each Fund. AGI U.S. serves as the
sub-adviser to each Fund. AGI U.S. and AGIFM are each affiliates of Allianz Global Investors of America L.P.
(�Allianz Global Investors�). Following the Merger, AGIFM and AGI U.S. will continue to advise and sub-advise,
respectively, the Combined Fund. In addition, three of NGZ�s current portfolio managers, Douglas Forsyth, Justin Kass
and Michael Yee, are also portfolio managers of NIE and will continue to serve as portfolio managers of the
Combined Fund following the Merger.

10. What are the U.S. federal income tax consequences of the proposed Merger?

The Merger of NGZ into NIE is intended to be a tax-free reorganization for U.S. federal income tax purposes.
Provided that the Merger is tax-free, no gain or loss will be recognized by NGZ or its shareholders or NIE or its
shareholders directly as a result of the Merger, the aggregate tax basis of the Merger Shares received by each NGZ
shareholder will be the same as the aggregate tax basis of the shareholder�s NGZ shares, and the holding period of the
Merger Shares in the hands each NGZ shareholder will include the holding period for the shareholder�s NGZ shares,
provided in each case that the shareholder held the NGZ shares as a capital asset. If the Merger goes forward, a
substantial portion of the portfolio assets held by NGZ are expected to be sold in connection with the Merger and prior
to the Merger taking place. The actual tax impact of such sales will depend on the difference between the price at
which such portfolio assets are sold and NGZ�s basis in such assets. If NGZ were to recognize
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capital gains in these sales on a net basis, it would distribute such gains, as reduced by any other current-year capital
losses and capital loss carryforwards, to its shareholders as capital-gain dividends (to the extent of net realized
long-term capital gains distributed) and/or ordinary dividends (to the extent of net realized short-term capital gains
distributed) during or with respect to the year of sale, and such distributions would be taxable to shareholders.
Furthermore, because the Merger will end the tax year of NGZ, if NGZ were to have any undistributed net investment
company taxable income or net capital gains for the short tax year ending on the date of the Merger, the Merger would
accelerate the distribution of such income and such net capital gains to NGZ shareholders. Based on market values of
NGZ assets as of August 31, 2013, AGIFM expects NGZ to realize net capital losses as a result of the anticipated
sales of its portfolio assets in connection with the Merger and does not expect NGZ to declare or pay any significant
capital gain dividends prior to the Merger; AGIFM does expect that NGZ will declare and pay some distributions of
ordinary income dividends and returns of capital prior to the Merger. At any time prior to the consummation of the
Merger, a shareholder may sell its shares of a Fund on the market, likely resulting in the current recognition of gain or
loss to such shareholder for federal income tax purposes. For more information about the federal income tax
consequences of the Merger, see �Information About the Proposed Merger�Information About the Merger�Federal
Income Tax Consequences.�

11. How will I be notified of the outcome of the vote?

If the proposed Merger is approved by shareholders, shareholders of NGZ will receive confirmation after the Merger
is completed indicating the number of common shares of NIE they are receiving.

12. Will the number of shares I own change?

The number of shares of NGZ you own may change, but the total net asset value of the Merger Shares of NIE you
receive will equal the total net asset value of the shares of NGZ that you hold at the time of the Merger. Even though
the net asset value per share of the Funds may be different, the total net asset value of your holdings (as determined at
the time of the Merger) will not change as a result of the Merger. However, the total market value of a shareholder�s
holdings in NGZ may be more or less than the total market value of NIE shares received in the Merger depending
upon the relative discount or premium to net asset value at which the shares of both Funds are trading at the time of
the Merger. The number of shares of NIE you own will not change as a result of the Merger.

13. How does the Board of my Fund suggest that I vote?

After careful consideration, the Board of your Fund recommends that you vote �FOR� each of the Proposals for your
Fund.
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14. How do I vote my proxy?

You may vote by mail by returning a properly executed proxy card, by Internet by going to the website listed on the
proxy card, by telephone using the toll-free number listed on the proxy card, or in person by attending the Meetings.
Shares represented by duly executed and timely delivered proxies will be voted as instructed on the proxy. At any
time before it has been voted, your proxy may be revoked in one of the following ways: (i) by timely delivering a
signed, written letter of revocation to the Secretary of the appropriate Fund at 1633 Broadway, New York, New York
10019, (ii) by properly executing and submitting a later-dated proxy vote, or (iii) by attending the Meeting and voting
in person. Please call (800) 591-6313 for information on how to obtain directions to be able to attend the Meeting and
vote in person. If any proposal, other than the Proposals set forth herein, properly comes before a Meeting, the persons
named as proxies will vote in their sole discretion.

15. Whom do I contact for further information?

You may contact your financial advisor for further information. You may also call AST Fund Solutions, LLC, the
Funds� proxy solicitor, at (800) 591-6313.

B. PRINCIPAL RISK FACTORS

Risks Related to the Merger

Expenses.

After the Merger, the Combined Fund is expected to have a total annual fund operating expense ratio that is equal to
or slightly less than NIE�s current total annual fund operating expense ratio. However, the Combined Fund may incur
higher total expenses for a period after the completion of the Merger due to expenses associated with the Merger prior
to experiencing any savings or may never experience any savings if its fixed costs were to increase or the value of its
assets were to decrease. The realization of any reduced expenses will not affect shareholders of the Funds
proportionately, and may take longer than expected to be realized or may not be realized at all.

The Board of each of NIE and NGZ believes that its respective Fund�s shareholders should realize lower total annual
fund operating expenses after the Merger than they would realize if the Merger did not occur after the expenses
associated with the Merger have been paid. For the 12-month period ended July 31, 2013, the total annual fund
operating expenses of NIE and NGZ were 1.08% and 1.29%, respectively. The Funds estimate that the completion of
the Merger would result in total annual operating expenses for the Combined Fund of 1.07% on a historical and pro
forma basis (based on expenses for the 12-month period ended July 31, 2013), representing a reduction in the total
operating expenses for the shareholders of NIE and NGZ of 0.01% and 0.22%, respectively. There can be no
assurance that future expenses will not increase or that any expense savings (or increases) will be realized following
the Merger.
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Except as noted below, the Funds will bear all expenses incurred in connection with the Merger, including, without
limitation, the costs of printing, mailing, and soliciting proxies; accounting fees; registration fees of the SEC; and
NYSE listing fees, which costs will be borne directly by the Fund incurring the expense or based upon such other
reasonable methodology as shall be approved by the Trustees of each Fund. Notwithstanding the foregoing, all legal
fees and expenses incurred by or on behalf of the Funds in connection with the Merger (estimated to be approximately
$200,000) will be allocated equally between AGIFM, on the one hand, and the Funds, on the other hand, such that
AGIFM will bear 50% of such fees and the Funds shall together bear 50% of such fees. Such legal fees and expenses
allocated to NIE and NGZ shall be further allocated between the two Funds based on the projected relative benefits to
each of NIE and NGZ of the Merger as determined by AGIFM. It is estimated that the total costs of the Merger
(excluding costs associated with repositioning NGZ�s portfolio discussed above, but including legal fees and expenses)
will be $317,000. Of these costs and expenses, approximately $128,000 are expected to be borne by NIE, $89,000 are
expected to be borne by NGZ, and $100,000 are expected to be borne by AGIFM.

Neither the Funds nor the Manager will pay any expenses of shareholders arising out of or in connection with the
Merger (e.g., expenses incurred by the shareholder as a result of attending the shareholder meeting, voting on the
Merger or other action taken by the shareholder in connection with the Merger). See �Background and Reasons for the
Proposed Merger.�

Earnings and Distribution Rate.

NGZ�s regular distributions during fiscal years 2009, 2010, 2012 and 2013, in addition to including income and net
realized gains, have also included return of capital (�RoC�) as one of their components. Assuming a constant
distribution rate, the Manager and Sub-Adviser believe that RoC will continue to constitute a percentage of NGZ�s
total distributions in future years if the Merger is not approved and consummated. During the same periods (with the
exception of fiscal year 2010), NIE�s distributions have generally comprised income and net realized gains and have
not included RoC as a component of the Fund�s total distributions.

In part as a result of the repositioning of NGZ�s portfolio securities in connection with the Merger, the Combined
Fund�s earnings are expected to be higher than that of each Fund prior to the Merger; however, the Combined Fund�s
earnings and distribution rate may change over time, and depending on market conditions, may be significantly higher
or lower than each Fund�s earnings and distribution rate prior to the Merger. There can be no assurance that the
Combined Fund�s distributions will not include RoC following the Merger.

A Fund�s earnings and net investment income vary over time and depend on many factors, including its asset mix,
portfolio turnover level, the movement of interest rates and general market conditions. There can be no assurance that
the future earnings of a Fund, including the Combined Fund after the Merger, will remain constant or will not decline.
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Premium/Discount to NAV.

As with any capital stock, the price of each Fund�s common shares will fluctuate based on market conditions and other
factors. If shares are sold, the price received may be more or less than the original investment. Each Fund�s common
shares are designed for long-term investors and should not be treated as trading vehicles. Shares of closed-end
management investment companies frequently trade at a discount from their NAV. This risk may be greater for
investors who sell their shares in a relatively short period of time after completion of the Merger.

As of September 30, 2013 and on a historical average basis, NIE�s common shares have traded at a wider discount to
net asset value (i.e., the market price of the Fund�s common shares is below the Fund�s net asset value per share) than
that of NGZ�s common shares. Depending on the relative discount or premium of the common shares of one Fund to
the common shares of the other Fund at the time of the Merger, the discount of a Fund�s common shares may widen or
the premium of a Fund�s common shares may narrow (i.e., the market price of the common shares may decrease
relative to NAV), which may result in the Merger Shares received by NGZ shareholders and/or the Combined Fund�s
common shares held by NIE shareholders following the Merger having an aggregate market value that is less than the
aggregate market value of the NGZ common shares that are exchanged in the Merger or than the market value of the
NIE common shares prior to the Merger, respectively. There can be no assurance that, after the Merger, common
shares of the Combined Fund will trade at, above or below NAV. In the Merger, shareholders of NGZ will receive
common shares of NIE based on the relative net asset values (not the market values) of each NIE�s common shares.
The market value of the common shares of the Combined Fund may be less than the market value of the common
shares of NIE or NGZ prior to the Merger.

General Risks of Investing in the Funds

Because the Funds have an identical investment objective and substantially similar investment policies, the principal
risks of investing in the Funds are substantially similar. The value of the common shares will fluctuate with and be
affected by, among other things, the principal risks of a Fund. The principal risks of the Funds are summarized below.
Each Fund may be subject to additional principal risks and risks other than those described below because the types of
investments made by each Fund can change over time. There is no guarantee that a Fund will be able to achieve its
investment objective. It is possible to lose money on investments in the Funds. These and other risks are summarized
below.

Both NGZ and NIE are subject to the following principal risks:

Market Discount Risk. As with any stock, the price of each Fund�s common shares will fluctuate with market
conditions and other factors. If you sell your common shares, the price received may be more or less than your
original investment. The
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shares are designed for long-term investors and should not be treated as trading vehicles. Shares
of closed-end management investment companies frequently trade at a discount from their net asset value. The shares
may trade at a price that is less than the offering price for shares issued pursuant to an offering. This risk may be
greater for investors who sell their shares relatively shortly after completion of the Merger.

Market Risk. The market price of securities owned by a Fund may go up or down, sometimes rapidly or
unpredictably. Securities may decline in value due to factors affecting securities markets generally or particular
industries represented in the securities markets. The value of a security may decline due to general market conditions
that are not specifically related to a particular company, such as real or perceived adverse economic conditions,
changes in the general outlook for corporate earnings, changes in interest or currency rates or adverse investor
sentiment generally. They may also decline due to factors that affect a particular industry or industries, such as labor
shortages or increased production costs and competitive conditions within an industry. During a general downturn in
the securities markets, multiple asset classes may decline in value simultaneously.

Equity Securities and Related Market Risk. Each Fund will ordinarily have substantial exposure to common stocks
and other equity securities in pursuing its investment objective and policies, through direct investments in equity
securities and investments in convertible securities. The market price of common stocks and other equity securities
may go up or down, sometimes rapidly or unpredictably. Equity securities may decline in value due to factors
affecting equity securities markets generally, particular industries represented in those markets, or the issuer itself. See
�Principal Risk Factors�Issuer Risk.� The values of equity securities may decline due to general market conditions that
are not specifically related to a particular company, such as real or perceived adverse economic conditions, changes in
the general outlook for corporate earnings, changes in interest or currency rates or adverse investor sentiment
generally. They may also decline due to factors which affect a particular industry or industries, such as labor shortages
or increased production costs and competitive conditions within an industry. Equity securities generally have greater
price volatility than bonds and other debt securities.

Each Fund may invest in both equity securities of companies that AGI U.S. believes will experience relatively rapid
earnings growth (growth securities) and equity securities of companies that AGI U.S. believes are selling at a price
lower then their true value (value securities). Growth securities typically trade at higher multiples of current earnings
than other securities. Therefore, the value of growth securities may be more sensitive to changes in current or expected
earnings than the value of other securities. Companies that issue value securities may have experienced adverse
business developments or may be subject to special risks that have caused their securities to be out of favor. If AGI
U.S.�s assessment of a company�s prospects is wrong, or if the market does not recognize the value of the company, the
price of its securities may decline or may not approach the value that AGI U.S. anticipates.
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Convertible Securities Risk. Each Fund may invest in convertible securities, which may include, among others,
bonds, debentures, notes, preferred stocks or other securities. Convertible securities will ordinarily constitute a
principal component of each Fund�s investment program. Convertible securities generally offer lower interest or
dividend yields than non-convertible debt securities of similar quality. The market values of convertible securities
tend to decline as interest rates increase and, conversely, to increase as interest rates decline. However, a convertible
security�s market value tends to reflect the market price of the common stock of the issuing company when that stock
price approaches or is greater than the convertible security�s �conversion price.� The conversion price is defined as the
predetermined price at which the convertible security could be exchanged for the associated stock. As the market price
of the underlying common stock declines, the price of the convertible security tends to be influenced more by the
yield of the convertible security. Thus, it may not decline in price to the same extent as the underlying common stock.
In the event of a liquidation of the issuing company, holders of convertible securities would be paid before the
company�s common stockholders but after holders of any senior debt obligations of the company. Consequently, the
issuer�s convertible securities generally entail less risk than its common stock but more risk than its debt obligations.
Convertible securities are often rated below investment grade or not rated because they fall below debt obligations and
just above common equity in order of preference or priority on the issuer�s balance sheet. See �Principal Risk
Factors�High Yield Risk.�

Synthetic Convertible Securities Risk. Each Fund may invest without limit in synthetic convertible securities, which
are created through a combination of separate securities that possess the two principal characteristics of a traditional
convertible security, i.e., an income-producing security (�income-producing component�) and the right to acquire an
equity security (�convertible component�). The income-producing component is achieved by investing
in non-convertible, income-producing securities such as bonds, preferred stocks and money market instruments. The
convertible component is achieved by purchasing warrants or options to buy common stock at a certain exercise price,
or options on a stock index. The Funds may also purchase synthetic convertible securities created by other parties,
typically investment banks, including convertible structured notes. The values of synthetic convertible securities will
respond differently to market fluctuations than a traditional convertible security because a synthetic convertible is
composed of two or more separate securities or instruments, each with its own market value. Synthetic convertible
securities are also subject to the risks associated with derivatives. See �Principal Risk Factors�Other Derivatives Risk.� In
addition, if the value of the underlying common stock or the level of the index involved in the convertible element
falls below the strike price of the warrant or option, the warrant or option may lose all value.

Preferred Securities Risk. In addition to equity securities risk (see �Principal Risk Factors�Equity Securities and
Related Market Risk�), credit risk (see �Principal Risk Factors�Credit Risk�) and possibly high yield risk (see �Principal
Risk Factors�High Yield Risk�), investment in preferred securities involves certain other risks.
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Certain preferred securities contain provisions that allow an issuer under certain conditions to skip or defer
distributions. If a Fund owns a preferred security that is deferring its distribution, the Fund may be required to include
the amount of the deferred distribution in its taxable income for tax purposes despite the fact that it does not currently
receive such amount. In order to receive the special U.S. federal income tax treatment accorded to RICs and their
shareholders and to avoid U.S. federal income and/or excise taxes at the Fund level, the Funds may be required to
distribute this income to shareholders in the tax year in which the income is recognized (without a corresponding
receipt of cash). Therefore, a Fund may be required to pay out as an income distribution in any such tax year an
amount greater than the total amount of cash income the Fund actually received, and to sell portfolio securities,
including at potentially disadvantageous times or prices, to obtain cash needed for these income distributions.
Preferred securities often are subject to legal provisions that allow for redemption in the event of certain tax or legal
changes or at the issuer�s call. In the event of redemption, a Fund may not be able to reinvest the proceeds at
comparable rates of return. Preferred securities are subordinated to bonds and other debt securities in an issuer�s capital
structure in terms of priority for corporate income and liquidation payments, and therefore will be subject to greater
credit risk than those debt securities. Preferred securities may trade less frequently and in a more limited volume and
may be subject to more abrupt or erratic price movements than many other securities, such as common stocks,
corporate debt securities and U.S. Government securities. The Fund may invest in convertible preferred securities,
which are subject to the same risks as convertible securities generally. See �Principal Risk Factors�Convertible
Securities Risk.� In addition, convertible preferred securities may generate lower rates of income than other preferred
securities, and the conversion option of a convertible preferred security may cause it to trade more like an equity
security than a typical debt instrument.

Interest Rate Risk. Generally, when market interest rates rise, the prices of debt obligations fall, and vice versa.
Interest rate risk is the risk that debt obligations and other instruments in a Fund�s portfolio will decline in value
because of increases in market interest rates. This risk may be particularly acute because market interest rates are
currently at historically low levels. The prices of long-term debt obligations generally fluctuate more than prices of
short-term debt obligations as interest rates change. Because the weighted average maturity of each Fund�s portfolio
will typically range from five to ten years, each Fund�s net asset value and market price per share will tend to fluctuate
more in response to changes in market interest rates than if the Funds invested mainly in short-term debt securities.
During periods of rising interest rates, the average life of certain types of securities may be extended due to lower than
expected rates of prepayments, which could cause the securities� durations to extend and expose the securities to more
price volatility. This may lock in a below market yield, increase the security�s duration and reduce the security�s value.
In addition to directly affecting debt securities, rising interest rates may also have an adverse effect on the value of any
equity securities held by the Funds. AGI U.S. may utilize certain strategies, including without limitation investments
in structured notes or interest rate
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futures contracts or swap, cap, floor or collar transactions, for the purpose of reducing the interest rate sensitivity of
the Funds� portfolios, although there is no assurance that it will do so or that, if used, such strategies will be successful.
Each Fund may invest in variable- and floating-rate debt instruments, which generally are less sensitive to interest rate
changes than longer duration fixed-rate instruments, but may decline in value in response to rising interest rates if, for
example, the rates at which they pay interest do not rise as much, or as quickly, as market interest rates in general.
Conversely, variable- and floating-rate instruments generally will not increase in value if interest rates decline. Each
Fund also may invest in inverse floating-rate debt securities, which may decrease in value if interest rates increase,
and which also may exhibit greater price volatility than fixed-rate debt obligations with similar credit quality. To the
extent a Fund holds variable- or floating-rate instruments, a decrease (or, in the case of inverse floating-rate securities,
an increase) in market interest rates will adversely affect the income received from such securities and the net asset
value of the Fund�s shares.

Issuer Risk. The value of securities may decline for a number of reasons that directly relate to the issuer, such as its
financial strength, management performance, financial leverage and reduced demand for the issuer�s goods and
services, as well as the historical and prospective earnings of the issuer and the value of its assets. These risks can
apply to the shares issued by the Funds and to the issuers of securities and other instruments in which the Funds
invest.

Liquidity Risk. Illiquid securities may trade at a discount from comparable, more liquid investments, and may be
subject to wide fluctuations in market value. Also, a Fund may not be able to dispose readily of illiquid securities
when that would be beneficial at a favorable time or price or at prices approximating those at which the Fund then
values them. Further, the lack of an established secondary market for illiquid securities may make it more difficult to
value such securities, which may negatively affect the price the Fund would receive upon disposition of such
securities. See �Principal Risk Factors�Valuation Risk.

Options Risk. There are various risks associated with the Funds� option strategies. As the writer (seller) of a call
option, a Fund would receive cash (the premium) from the purchaser of the option, and the purchaser would have the
right to receive from the Fund any appreciation in the underlying security or the cash value of the underlying index
over the strike price upon expiration or exercise. In effect, the Fund forgoes, during the life of the option, the
opportunity to profit from increases in the market value of the underlying security or securities held by the Fund (in
the case of an index option, to the extent the performance of the index is correlated with the corresponding securities
held by the Fund) with respect to which the option was written above the sum of the premium and the strike price of
the call. Therefore, each Fund�s use of the option strategy will generally limit each Fund�s ability to benefit from the
full upside potential of its Equity Component. However, when a Fund writes call options, it retains the risk of loss (net
of premiums received) should the price of the Fund�s portfolio securities decline. This
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combination of potentially limited appreciation and full depreciation over time may lead to erosion in the value of
each Fund�s portfolio and each Fund�s performance may be lower than it otherwise would have been if it did not use the
option strategy.

There are significant differences between the securities and options markets that could result in an imperfect
correlation between these markets, causing a given transaction not to achieve its objectives. A decision as to whether,
when and how to use options involves the exercise of skill and judgment, and even a well-conceived transaction may
be unsuccessful to some degree because of market behavior or unexpected events. In the case of index options, AGI
U.S. will attempt to maintain for each Fund written call options positions on equity indexes whose price movements,
taken in the aggregate, are closely correlated with the price movements of securities held in such Fund�s Equity
Component. However, this strategy involves significant risk that the changes in value of the indexes underlying a
Fund�s written call options positions will not correlate closely with changes in the market value of the corresponding
securities held by the Fund. To the extent that there is a lack of correlation, movements in the indexes underlying the
options positions may result in net losses to the Fund (including at times when the market values of securities held by
the Fund are declining) that exceed any gains received by the Fund from options premiums and any increase in value
of the Fund�s portfolio securities. In these and other circumstances, the Fund may be required to sell portfolio
securities to satisfy its obligations as the writer of an index call option, when it would not otherwise choose to do so,
or may choose to sell portfolio securities to realize gains to supplement Fund distributions. Such sales would involve
transaction costs borne by the Fund and may also result in realization of taxable capital gains, including short-term
capital gains taxed to shareholders at ordinary income tax rates when distributed to them, and may adversely impact
the Fund�s after-tax returns.

The exercise price of an option may be adjusted downward before the option�s expiration as a result of the occurrence
of certain corporate events affecting underlying securities, such as extraordinary dividends, stock splits, mergers, or
other extraordinary distributions or events. A reduction in the exercise price of an option might reduce a Fund�s capital
appreciation potential on underlying securities held by the Fund.

The value of options written by each Fund, which will be priced daily, are determined by trading activity in the broad
options market and will be affected by, among other factors, changes in the value of the underlying securities
(including those comprising an index) in relation to the strike price, changes in dividend rates of underlying securities,
changes in interest or currency rates, changes in actual or perceived volatility of the stock market and underlying
securities, and the time remaining until the expiration date. The value of options written by the Fund may be adversely
affected if the market for the option is reduced or becomes illiquid. See �Principal Risk Factors�Listed options risk� and
�Principal Risk Factors�Over-the-counter options risk.�

23

Edgar Filing: AllianzGI Equity & Convertible Income Fund - Form 497

Table of Contents 38



Table of Contents

Each Fund�s use of put options would involve certain risks similar to those of call options, including in the case of
index put options that the strategy may not work as intended due to a lack of correlation between changes in value of
an index underlying a put option and changes in the market value of a Fund�s portfolio securities. Further, a put option
purchased by a Fund and not sold prior to expiration will expire worthless if the cash value of the index or market
value of the underlying security at expiration exceeds the exercise price of the option, thereby causing the Fund to lose
its entire investment in the option. Put options sold by a Fund involve a tradeoff between the options premiums
received and the Fund�s exposure to declines in the value of the stock or indexes with respect to which the put options
are written.

Listed Options Risk. When a Fund uses listed or exchange-traded options, a liquid secondary market may not exist on
an exchange when the Fund seeks to close out the option position. Reasons for the absence of a liquid secondary
market on an exchange include the following: (i) there may be insufficient trading interest in certain options;
(ii) restrictions may be imposed by an exchange on opening transactions or closing transactions or both; (iii) trading
halts, suspensions or other restrictions may be imposed with respect to particular classes or series of options;
(iv) unusual or unforeseen circumstances may interrupt normal operations on an exchange; (v) the facilities of an
exchange or the Options Clearing Corporation (the �OCC�) may not at all times be adequate to handle current trading
volume; or (vi) one or more exchanges could, for economic or other reasons, decide or be compelled at some future
date to discontinue the trading of options (or a particular class or series of options). If trading were discontinued, the
secondary market on that exchange (or in that class or series of options) would cease to exist. In addition, the hours of
trading for options may not conform to the hours during which securities held by the Funds are traded. To the extent
that the options markets close before the markets for underlying securities, significant price and rate movements can
take place in the underlying markets that cannot be reflected in the options markets. In addition, the Funds� listed
options transactions may be subject to limitations established by each of the exchanges, boards of trade or other
trading facilities on which the options are traded. These limitations govern the maximum number of options in each
class that may be written by a single investor or group of investors acting in concert, regardless of whether the options
are written on the same or different exchanges, boards of trade or other trading facilities or are written in one or more
accounts or through one or more brokers. Thus, the number of options that each Fund may write may be affected by
options written by other investment advisory clients of the Manager, AGI U.S. or their affiliates. An exchange, board
of trade or other trading facility may order the liquidation of positions found to be in excess of these limits, and it may
impose other sanctions.

Over-the-Counter Options Risk. Each Fund may write and purchase unlisted (or �over-the-counter�) options,
particularly with respect to foreign securities and indexes. Over-the-counter options differ from traded options in that
they are two-party contracts, with price and other terms negotiated between buyer and seller, and generally do not
have as much market liquidity as exchange-traded options. The
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counterparties to these transactions will typically be major international banks, broker-dealers and financial
institutions. A Fund may be required to treat as illiquid over-the-counter options purchased, as well as securities being
used to cover certain written over-the-counter options. The over-the-counter options written by a Fund will not be
issued, guaranteed or cleared by the OCC. In addition, a Fund�s ability to terminate over-the-counter options may be
more limited than with exchange-traded options and may involve enhanced risk that banks, broker-dealers or other
financial institutions participating in such transactions will not fulfill their obligations. In the event of default or
insolvency of the counterparty, a Fund may be unable to liquidate an over-the-counter option position.

Other Derivatives Risk. In addition to each Fund�s use of written options pursuant to its option strategy, each Fund
may utilize various other derivative strategies (both long and short positions) for investment or risk management
purposes, as well as to leverage its portfolio. These may include derivatives used as a component of a synthetic
convertible security or to gain exposure to high yield securities and other securities in which the Fund may invest. See
�Principal Risk Factors�Leverage Risk.� Derivatives transactions that the Funds may utilize include, but are not limited
to, purchases or sales of futures and forward contracts, call and put options, credit default swaps, total return swaps,
basis swaps and other swap agreements. The Funds may also have exposure to derivatives, such as interest rate or
credit-default swaps, through investment in credit-linked trust certificates and other securities issued by special
purpose or structured vehicles. The Funds� use of derivative instruments involves risks different from, and possibly
greater than, the risks associated with investing directly in securities and other traditional investments. Derivatives are
subject to a number of risks described elsewhere in this prospectus, such as liquidity risk, interest rate risk, issuer risk,
credit risk, leveraging risk, counterparty risk, management risk and, if applicable, smaller company risk. They also
involve the risk of mispricing or improper valuation, the risk of unfavorable or ambiguous documentation and the risk
that changes in the value of the derivative may not correlate perfectly with the underlying asset, rate or index. If a
Fund invests in a derivative instrument, it could lose more than the principal amount invested. Also, suitable
derivative transactions may not be available in all circumstances and there can be no assurance that the Fund will
engage in these transactions to reduce exposure to other risks when that would be beneficial. A Fund�s use of
derivatives also may affect the character and/or timing of distributions to shareholders and increase the amount of
taxes payable by shareholders.

Counterparty Risk. A Fund will be subject to credit risk with respect to the counterparties to the derivative contracts
and other instruments entered into by the Fund or held by special purpose or structured vehicles in which the Fund
invests. In the event that a Fund enters into a derivative transaction with a counterparty that subsequently becomes
insolvent or becomes the subject of a bankruptcy case, the derivative transaction may be terminated in accordance
with its terms and the Fund�s ability to realize its rights under the derivative instrument and its ability to distribute the
proceeds could be adversely affected. If a counterparty becomes bankrupt or otherwise fails to perform its obligations
under a derivative contract due to financial difficulties, the Fund
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may experience significant delays in obtaining any recovery (including recovery of any collateral it has provided to
the counterparty) in a dissolution, assignment for the benefit of creditors, liquidation, winding-up, bankruptcy, or
other analogous proceeding. In addition, in the event of the insolvency of a counterparty to a derivative transaction,
the derivative transaction would typically be terminated at its fair market value. If a Fund is owed this fair market
value in the termination of the derivative transaction 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 any underlying security or asset. A Fund
may obtain only a limited recovery or may obtain no recovery in such circumstances.

Leverage Risk. A Fund�s use of leverage, if any, creates the opportunity for increased common share net income, but
also creates special risks for common shareholders. To the extent used, there is no assurance that a Fund�s leverage
strategies will be successful. Leverage is a speculative technique that may expose the Funds to greater risk and
increased costs. A Fund�s assets attributable to any outstanding preferred shares or the net proceeds the Fund obtains
from its use of reverse repurchase agreements, dollar rolls and/or borrowings, if any, will be invested in accordance
with the Fund�s investment objective and policies as described in this Joint Prospectus/Proxy Statement. Dividends
payable with respect to any preferred shares and interest expense payable by a Fund with respect to any reverse
repurchase agreements, dollar rolls and borrowings will generally be based on shorter-term interest rates that would be
periodically reset. So long as a Fund�s portfolio investments provide a higher rate of return (net of applicable Fund
expenses) than the dividend rate on any preferred shares outstanding and the interest expenses and other costs to the
Fund of such other leverage, the investment of the proceeds thereof will generate more income than will be needed to
pay the costs of the leverage. If so, and all other things being equal, the excess may be used to pay higher dividends to
common shareholders than if the Fund were not so leveraged. If, however, shorter-term interest rates rise relative to
the rate of return on the Fund�s portfolio, the interest and other costs to the Fund of leverage (including the dividend
rate on any outstanding preferred shares and interest expenses on any reverse repurchase agreements, dollar rolls and
borrowings) could exceed the rate of return on the debt obligations and other investments held by the Fund, thereby
reducing return to common shareholders. In addition, fees and expenses of any form of leverage used by a Fund will
be borne entirely by the common shareholders (and not by preferred shareholders of the Fund, if any) and will reduce
the investment return of the Fund�s common shares. Therefore, there can be no assurance that a Fund�s use of leverage
will result in a higher yield on the common shares, and it may result in losses. In addition, any preferred shares pay
cumulative dividends, which may tend to increase leverage risk.

Leverage creates several major types of risks for common shareholders, including:

� the likelihood of greater volatility of net asset value and market price of the common shares, and of the
investment return to common shareholders, than a comparable portfolio without leverage;

� the possibility either that the common share dividends will fall if the interest and other costs of leverage rise,
or that dividends paid on common shares will fluctuate because such costs vary over time; and
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� the effects of leverage in a declining market or a rising interest rate environment, as leverage is likely to
cause a greater decline in the net asset value of the common shares than if the Fund were not leveraged and
may result in a greater decline the market value of the common shares.

In addition, any preferred shareholders of a Fund, and the counterparties to the Fund�s leveraging transactions, will
have priority of payment over the Fund�s common shareholders.

The use by the Fund of reverse repurchase agreements and dollar rolls, if any, to obtain leverage also involves special
risks. For instance, the market value of the securities that the Fund is obligated to repurchase under a reverse
repurchase agreement or dollar roll may decline below the repurchase price.

In addition to reverse repurchase agreements, dollar rolls and/or borrowings (or a future issuance of preferred shares),
the Funds may engage in other transactions that may give rise to a form of leverage including, among others, futures
and forward contracts, credit default swaps, total return swaps and other derivative transactions, loans of portfolio
securities, short sales and when-issued, delayed delivery and forward commitment transactions). A Fund�s use of such
transactions give rise to associated leverage risks described above, and may adversely affect the Fund�s income,
distributions and total returns to common shareholders. Each Fund manages some of its derivative positions by
segregating an amount of cash or liquid securities equal to the face value or the market value, as applicable, of those
positions. The Funds may also offset derivatives positions against one another or against other assets to manage
effective market exposure resulting from derivatives in its portfolio. To the extent that any offsetting positions do not
behave in relation to one another as expected, the Funds may perform as if it is leveraged through use of these
derivative strategies.

Because the fees received by the Manager and the Sub-Adviser are based on the total managed assets of the Funds
(including any assets attributable to any preferred shares or other forms of leverage of the Fund that may be
outstanding), the Manager and the Sub-Adviser have a financial incentive for the Funds to use certain forms of
leverage (e.g., preferred shares, reverse repurchase agreements and other borrowings), which may create a conflict of
interest between the Manager and the Sub-Adviser, on the one hand, and the Funds� common shareholders, on the
other hand.

Credit Risk. Credit risk is the risk that one or more of a Fund�s investments in debt securities or other instruments will
decline in price, or fail to pay interest, liquidation value or principal when due, because the issuer of the obligation or
the issuer of a reference security experiences an actual or perceived decline in its financial status.

High Yield Risk. Each Fund may invest in debt instruments that are, at the time of purchase, rated below investment
grade or unrated but determined by AGI U.S. to be of comparable quality, and may invest without limit in securities of
any rating.
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In general, lower rated debt securities carry a greater degree of risk that the issuer will lose its ability to make interest
and principal payments, which could have a negative effect on the net asset value of a Fund�s shares or share
dividends. Securities of below investment grade quality are regarded as having predominantly speculative
characteristics with respect to capacity to pay interest and repay principal, and are commonly referred to as �high yield�
securities or �junk bonds.� High yield securities involve a greater risk of default and their prices are generally more
volatile and sensitive to actual or perceived negative developments, such as a decline in the issuer�s revenues or
revenues of underlying borrowers or a general economic downturn, than are the prices of higher grade securities. Debt
securities in the lowest investment grade category also may be considered to possess some speculative characteristics
by certain rating agencies. The Fund may purchase distressed securities that are in default or the issuers of which are
in bankruptcy, which involve heightened risks. See �Principal Risk Factors�Distressed and Defaulted Securities Risk.�
An economic downturn could severely affect the ability of issuers (particularly those that are highly leveraged) to
service their debt obligations or to repay their obligations upon maturity. Lower-rated securities are generally less
liquid than higher-rated securities, which may have an adverse effect on a Fund�s ability to dispose of a particular
security. For example, under adverse market or economic conditions, the secondary market for below investment
grade securities could contract further, independent of any specific adverse changes in the condition of a particular
issuer, and certain securities in a Fund�s portfolio may become illiquid or less liquid. As a result, a Fund could find it
more difficult to sell these securities or may be able to sell these securities only at prices lower than if such securities
were widely traded. See �Principal Risk Factors�Liquidity Risk.� To the extent a Fund focuses on below investment
grade debt obligations, AGI U.S.�s capabilities in analyzing credit quality and associated risks will be particularly
important, and there can be no assurance that AGI U.S. will be successful in this regard. Due to the risks involved in
investing in high yield securities, an investment in a Fund should be considered speculative.

Each Fund�s credit quality policies, if any, apply only at the time a security is purchased, and a Fund is not required to
dispose of a security in the event that a rating agency or AGI U.S. downgrades its assessment of the credit
characteristics of a particular issue. In determining whether to retain or sell such a security, AGI U.S. may consider
factors including, but not limited to, AGI U.S.�s assessment of the credit quality of the issuer of such security, the price
at which such security could be sold and the rating, if any, assigned to such security by other rating agencies. Analysis
of creditworthiness may be more complex for issuers of high yield securities than for issuers of higher quality debt
securities.

Distressed and Defaulted Securities Risk. Each Fund may invest in the debt securities of financially distressed
issuers, including those that are in default or the issuers of which are in bankruptcy. Investments in the securities of
financially distressed issuers involve substantial risks. These securities may present a substantial risk of default or may
be in default at the time of investment. A Fund may incur
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additional expenses to the extent it is required to seek recovery upon a default in the payment of principal or interest
on its portfolio holdings. In any reorganization or liquidation proceeding relating to an investment, a Fund may lose its
entire investment or may be required to accept cash or securities with a value substantially less than its original
investment. Among the risks inherent in investments in a troubled issuer is that it frequently may be difficult to obtain
information as to the true financial condition of such issuer. AGI U.S.�s judgments about the credit quality of a
financially distressed issuer and the relative value of its securities may prove to be wrong.

Dividend and Income Risk. The income shareholders receive from a Fund is based primarily on the dividends and
interest such Fund earns from its investments as well as the gains the Fund receives from writing options and selling
portfolio securities, each of which can vary widely over the short and long term. The dividend income from a Fund�s
investments in equity securities will be influenced by both general economic activity and issuer-specific factors. In the
event of a recession or adverse events affecting a specific industry or issuer, the issuers of the equity securities held by
the Fund may reduce the dividends paid on such securities. If prevailing market interest rates decline, distribution
rates on convertible securities and other debt instruments in which the Fund invests, and shareholders� income from the
Fund, would likely decline as well.

Management Risk. Each Fund is subject to management risk because it is an actively managed portfolio. AGI U.S.
and the portfolio managers will apply investment techniques and risk analyses in making investment decisions for
each Fund, but there can be no guarantee that these decisions will produce the desired results.

Reinvestment Risk. Income from a Fund�s portfolio will decline if and when such Fund invests the proceeds from
matured, traded or called debt obligations at market interest rates that are below the portfolio�s current earnings rate.
For instance, during periods of declining interest rates, an issuer of debt obligations may exercise an option to redeem
securities prior to maturity, forcing a Fund to invest in lower-yielding securities. A Fund also may choose to sell
higher yielding portfolio securities and to purchase lower yielding securities to achieve greater portfolio
diversification, because the portfolio managers believe the current holdings are overvalued or for other
investment-related reasons. A decline in income received by a Fund from its investments is likely to have a negative
effect on dividend levels and the market price, net asset value and/or overall return of the shares.

Inflation/Deflation Risk. Inflation risk is the risk that the value of assets or income from a Fund�s investments will be
worth less in the future as inflation decreases the value of payments at future dates. As inflation increases, the real
value of a Fund�s portfolio could decline. Deflation risk is the risk that prices throughout the economy decline over
time. Deflation may have an adverse effect on the creditworthiness of issuers and may make issuer default more
likely, which may result in a decline in the value of a Fund�s portfolio and shares.
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Tax Risk. A Fund�s use of the Option Strategy may cause the Fund to realize higher amounts of short-term capital
gains (generally taxed to shareholders at ordinary income tax rates when distributed to them) than if it had not used
the Option Strategy.

The tax treatment and characterization of the Fund�s distributions may vary significantly from time to time because of
the varied nature of the Fund�s investments and the Fund�s maintenance of stable quarterly distributions. Although the
Fund intends to make distributions quarterly, the ultimate tax characterization of the Fund�s distributions made in a
taxable year cannot finally be determined until after the end of that taxable year. As a result, there is a possibility that
the Fund may make total distributions during a taxable year in an amount that exceeds the net investment income and
net capital gains of the Fund with respect to that year, in which case the excess generally will be treated as a return of
capital that is tax-free to the holders of the shares, up to the amount of the shareholder�s tax basis in the applicable
shares, with any amounts exceeding such basis treated as gain from the sale of such shares.

Foreign (Non-U.S.) Investment Risk. Each Fund may invest in U.S. dollar-denominated securities of foreign issuers
based in developed countries. A Fund�s investments in and exposure to foreign securities involve special risks.

For example, the value of these investments may decline in response to unfavorable political and legal developments,
unreliable or untimely information or economic and financial instability. Foreign securities may experience more
rapid and extreme changes in value than investments in securities of U.S. issuers. The securities markets of many
foreign countries are relatively small, with a limited number of companies representing a small number of industries.
Issuers of foreign securities are usually not subject to the same degree of regulation as U.S. issuers. Reporting,
accounting, auditing and custody standards of foreign countries differ, in some cases significantly, from U.S.
standards. Also, nationalization, expropriation or other confiscation, currency blockage, political changes or
diplomatic developments could adversely affect a Fund�s investments in foreign securities. In the event of
nationalization, expropriation or other confiscation, a Fund could lose its entire investment in foreign securities. To
the extent that a Fund invests a significant portion of its assets in a particular foreign country or a concentrated
geographic area (such as Asia or South America), such Fund will generally have more exposure to regional economic
risks associated with foreign investments. Also, adverse conditions in a certain region can adversely affect securities
from other countries whose economies appear to be unrelated. The costs of investing in foreign countries frequently
are higher than the costs of investing in the United States. Foreign countries may impose taxes on income from or
transactions in foreign securities, thereby reducing a Fund�s return on such securities.

Smaller Company Risk. The general risks associated with debt instruments or equity securities are particularly
pronounced for securities issued by companies with small market capitalizations. Small capitalization companies
involve certain special
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risks. They are more likely than larger companies to have limited product lines, markets or financial resources, or to
depend on a small, inexperienced management group. Securities of smaller companies may trade less frequently and
in lesser volume than more widely held securities and their values may fluctuate more sharply than other securities.
They may also have limited liquidity. These securities may therefore be more vulnerable to adverse developments
than securities of larger companies, and a Fund may have difficulty purchasing or selling securities positions in
smaller companies at prevailing market prices. Also, there may be less publicly available information about smaller
companies or less market interest in their securities as compared to larger companies. Companies with medium-sized
market capitalizations may have risks similar to those of smaller companies.

Initial Public Offerings (IPOs) Risk. Each Fund may purchase securities in IPOs. These securities are often subject to
the general risks associated with investments in companies with small market capitalizations, and typically to a
heightened degree. Securities issued in IPOs have no trading history, and information about the companies may be
available for very limited periods. In addition, the prices of securities sold in an IPO may be highly volatile. At any
particular time or from time to time the Fund may not be able to invest in IPOs, or to invest to the extent desired,
because, for example, only a small portion (if any) of the securities being offered in an IPO may be available to a
Fund. In addition, under certain market conditions, a relatively small number of companies may issue securities in
IPOs. The investment performance of a Fund during periods when it is unable to invest significantly or at all in IPOs
may be lower than during periods when it is able to do so.

Real Estate Risk. To the extent that a Fund invests in real estate related investments, including real estate investment
trusts (�REITs�) or real-estate linked derivative instruments, it will be subject to the risks associated with owning real
estate and with the real estate industry generally. These include difficulties in valuing and disposing of real estate, the
possibility of declines in the value of real estate, risks related to general and local economic conditions, the possibility
of adverse changes in the climate for real estate, environmental liability risks, the risk of increases in property taxes
and operating expenses, possible adverse changes in zoning laws, the risk of casualty or condemnation losses,
limitations on rents, the possibility of adverse changes in interest rates and in the credit markets and the possibility of
borrowers paying off mortgages sooner than expected, which may lead to reinvestment of assets at lower prevailing
interest rates. To the extent that a Fund invests in REITs, it will also be subject to the risk that a REIT may default on
its obligations or go bankrupt. By investing in REITs indirectly through a Fund, a shareholder will bear not only his or
her proportionate share of the expenses of the Fund, but also, indirectly, similar expenses of the REITs. A Fund�s
investments in REITs could cause the Fund to recognize income in excess of cash received from those securities and,
as a result, the Fund may be required to sell portfolio securities, including when it is not advantageous to do so, in
order to make distributions.
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Mortgage-Related and Other Asset-Backed Securities Risk. Each Fund may invest in a variety of mortgage-related
and other asset-backed securities issued by government agencies or other governmental entities or by private
originators or issuers. Generally, rising interest rates tend to extend the duration of fixed-rate mortgage-related
securities, making them more sensitive to changes in interest rates. As a result, in a period of rising interest rates, the
Funds may exhibit additional volatility. This is known as extension risk. In addition, adjustable and fixed-rate
mortgage-related securities may involve special risks relating to unanticipated rates of prepayment on the mortgages
underlying the securities. This is known as prepayment risk. When interest rates decline, borrowers may pay off their
mortgages sooner than expected. This can reduce the returns of a Fund because the Fund may have to reinvest that
money at the lower prevailing interest rates. A Fund�s investments in other asset-backed securities are subject to risks
similar to those associated with mortgage-related securities, as well as additional risks associated with the nature of
the assets and the servicing of those assets.

The market for mortgage-backed and other asset-backed securities has recently experienced high volatility and a lack
of liquidity. As a result, the value of many of these securities has significantly declined. There can be no assurance
that these markets will become more liquid or less volatile, and it is possible that the value of these securities could
decline further. Investments in mortgage-related and other asset-backed securities may involve particularly high levels
of risk under current market conditions. See �Principal Risk Factors�Mortgage Market/Subprime Risk.� See also
�Principal Risk Factors�Recent Economic Conditions Risk.�

Mortgage Market/Subprime Risk. The mortgage markets in the United States and in various foreign countries have
experienced extreme difficulties over the past few years that may adversely affect the performance and market value
of certain of the Fund�s mortgage-related investments. Delinquencies and losses on residential and commercial
mortgage loans (especially subprime and second-lien mortgage loans) generally have increased during that period and
may continue to increase, and a decline in or flattening of housing and other real property values (as has been
experienced during that period and may continue to be experienced in many real estate markets) may exacerbate such
delinquencies and losses. Borrowers with adjustable rate mortgage loans are more sensitive to changes in interest
rates, which affect their monthly mortgage payments, and may be unable to secure replacement mortgages at
comparably low interest rates. Also, a number of mortgage loan originators have experienced serious financial
difficulties or bankruptcy in recent periods. Owing largely to the foregoing, reduced investor demand for mortgage
loans and mortgage-related securities and increased investor yield requirements have caused limited liquidity in the
secondary market for mortgage-related securities, which can adversely affect the market value of mortgage-related
securities. It is possible that such limited liquidity in such secondary markets could continue or worsen.

Private Placements Risk. A private placement involves the sale of securities that have not been registered under the
Securities Act, or relevant provisions of applicable
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non-U.S. law, to certain institutional and qualified individual purchasers, such as the Funds. In addition to the general
risks to which all securities are subject, securities received in a private placement generally are subject to strict
restrictions on resale, and there may be no liquid secondary market or ready purchaser for such securities. See
�Principal Risk Factors�Liquidity Risk.� Therefore, a Fund may be unable to dispose of such securities when it desires to
do so, or at the most favorable time or price. Private placements may also raise valuation risks. See �Principal Risk
Factors�Valuation Risk.�

Valuation Risk. When market quotations are not readily available or are deemed to be unreliable, a Fund values its
investments at fair value as determined in good faith pursuant to policies and procedures approved by the Board of
Trustees of the Fund. Fair value pricing may require subjective determinations about the value of a security or other
asset. As a result, there can be no assurance that fair value pricing will result in adjustments to the prices of securities
or other assets, or that fair value pricing will reflect actual market value, and it is possible that the fair value
determined for a security or other asset will be materially different from quoted or published prices, from the prices
used by others for the same security or other asset and/or from the value that actually could be or is realized upon the
sale of that security or other asset.

Confidential Information Access Risk. In managing the Funds, AGI U.S. may from time to time have the opportunity
to receive material, non-public information (�Confidential Information�) about the issuers of certain investments,
including, without limitation, senior floating rate loans, other bank loans and related investments being considered for
acquisition by a Fund or held in a Fund�s portfolio. For example, a bank issuer of privately placed senior floating rate
loans considered by a Fund may offer to provide AGI U.S. with financial information and related documentation
regarding the bank issuer that is not publicly available. Pursuant to applicable policies and procedures, AGI U.S. may
(but is not required to) seek to avoid receipt of Confidential Information from the issuer so as to avoid possible
restrictions on its ability to purchase and sell investments on behalf of the Funds and other clients to which such
Confidential Information relates (e.g., other securities issued by the bank used in the example above). In such
circumstances, the Funds (and other AGI U.S. clients) may be disadvantaged in comparison to other investors,
including with respect to the price a Fund pays or receives when it buys or sells an investment. Further, AGI U.S.�s and
the Funds� abilities to assess the desirability of proposed consents, waivers or amendments with respect to certain
investments may be compromised if they are not privy to available Confidential Information. AGI U.S. may also
determine to receive such Confidential Information in certain circumstances under its applicable policies and
procedures. If AGI U.S. intentionally or unintentionally comes into possession of Confidential Information, it may be
unable, potentially for a substantial period of time, to purchase or sell investments to which such Confidential
Information relates.

Risk of Regulatory Changes. To the extent that legislation or national or sub-national bank or other regulators in the
U.S. or relevant foreign jurisdiction impose
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additional requirements or restrictions on the ability of certain financial institutions to make loans, particularly in
connection with highly leveraged transactions, the availability of investments sought after by a Fund may be reduced.
Further, such legislation or regulation could depress the market value of investments held by a Fund. Additionally,
legislative, regulatory or tax developments may affect the investment techniques available to AGI U.S. and the
portfolio managers in connection with managing a Fund and may also adversely affect the ability of a Fund to achieve
its investment objective.

On July 21, 2010, the President signed into law major financial services reform legislation in the form of the
Dodd-Frank Wall Street Reform and Consumer Protection Act (the �Dodd-Frank Act�). The Dodd-Frank Act, among
other things, grants regulatory authorities, such as the Commodity Futures Trading Commission (the �CFTC�) and the
SEC, broad rulemaking authority to implement various provisions of the Dodd-Frank Act, including comprehensive
regulation of the over-the-counter derivatives market. It is unclear how these regulators will exercise these revised and
expanded powers and whether they will undertake rulemaking, supervisory or enforcement actions (in addition to
those that have been proposed or taken thus far) that would adversely affect a Fund or investments made by a Fund.
Possible regulatory actions taken under these revised and expanded powers may include actions related to, among
others, financial consumer protection, proprietary trading and derivatives. There can be no assurance that future
regulatory actions authorized by the Dodd-Frank Act will not adversely affect a Fund�s performance and/or yield,
perhaps to a significant extent. For example, the implementation of the Dodd-Frank Act could adversely affect the
Funds by increasing transaction and/or regulatory compliance costs. In addition, greater regulatory scrutiny may
increase the Funds� and the Manager�s or Sub-Adviser�s exposure to potential liabilities or restrictions. Increased
regulatory oversight can also impose administrative burdens on the Funds and the Manager or Sub-Adviser including,
without limitation, making them subject to examinations or investigations and requiring them to implement new
policies and procedures.

Regulatory risk�Commodity Pool Operator. The CFTC has recently adopted certain regulatory changes that subject
registered investment companies and their investment advisers to regulation by the CFTC if the registered investment
company invests more than a prescribed level of its liquidation value in commodity futures, options on commodities
or commodity futures, swaps, or other financial instruments (�commodity interests�) regulated under the Commodity
Exchange Act of 1936, as amended (the �CEA�), or if the fund markets itself as providing investment exposure to such
instruments. In connection with these regulatory changes, the Manager has registered with the National Futures
Association as a �commodity pool operator� (�CPO�) under the CEA with respect to certain funds it manages. The
Manager has claimed an exclusion from CPO registration pursuant to CFTC Rule 4.5 with respect to each Fund. To
remain eligible for this exclusion with respect to a Fund, such Fund must comply with certain limitations, including
limits on its ability to use any
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commodity interests and limits on the manner in which such Fund holds out its use of such commodity interests.
These limitations may restrict a Fund�s ability to pursue its investment objective and strategies, increase the costs of
implementing its strategies, result in higher expenses for a Fund, and/or adversely affect a Fund�s total return. Further,
in the event the Manager becomes unable to rely on the exclusion in Rule 4.5 with respect to a Fund, such Fund will
be subject to additional regulation and its expenses may increase.

Recent Economic Conditions Risk. The debt and equity capital markets in the United States and in foreign countries
have been negatively affected by significant write-offs in the banking and financial services sectors relating to
subprime mortgages and the re-pricing of credit risk in the broadly syndicated market, among other things. These
events, along with the deterioration of housing markets, the failure of banking and other major financial institutions
and resulting governmental actions have led to worsening general economic conditions, which have materially and
adversely affected the broader financial and credit markets and have reduced the availability of debt and equity capital
for the market as a whole and financial firms in particular. These developments may increase the volatility of the
value of securities owned by a Fund, and also may make it more difficult for a Fund to accurately value securities or
to sell securities on a timely basis. These developments have adversely affected the broader global economy, and may
continue to do so, 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 and increase the rate of defaults. Such
developments could, in turn, reduce the value of securities owned by a Fund and adversely affect the net asset value
and/or market value of a Fund�s common shares. In addition, the prolonged continuation or further deterioration of
current market conditions could adversely affect a Fund�s portfolio.

The above-noted instability in the financial markets discussed above has led the U.S. and certain foreign governments
to take a number of unprecedented actions designed to support certain banking and other financial institutions and
segments of the financial markets that have experienced extreme volatility, and in some cases a lack of liquidity.
Federal, state and other governments and their regulatory agencies or self-regulatory organizations may take actions
that affect the regulation of the instruments in which a Fund invests, or the issuers of such instruments, in ways that
are unforeseeable or not fully understood or anticipated. See �Principal Risk Factors�Risk of Regulatory Changes.�

The implications of government ownership and disposition of these assets are unclear, and such programs may have
positive or negative effects on the liquidity, valuation and performance of a Fund�s portfolio holdings and the value of
a Fund�s common shares. Governments or their agencies have and may in the future acquire distressed assets from
financial institutions and acquire ownership interests in those institutions.
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U.S. legislation or regulation may also change the way in which the Funds themselves are regulated. Such legislation
or regulation could limit or preclude a Fund�s ability to achieve its investment objective. See �Principal Risk
Factors�Risk of Regulatory Changes.�

According to various reports, certain financial institutions, commencing as early as 2005 and throughout the global
financial crisis, routinely made artificially low submissions in the LIBOR rate setting process. In June 2012, one such
financial institution was fined a significant amount by various financial regulators in connection with allegations of
manipulation of LIBOR rates, and other financial institutions in various countries are being investigated for similar
actions. These developments may have adversely affected the interest rates on securities whose interest payments were
determined by reference to LIBOR. Any future similar developments could, in turn, adversely affect the value of
securities owned by a Fund.

Potential Conflicts of Interest Risk�Allocation of Investment Opportunities. The Manager and the Sub-Adviser are
involved worldwide with a broad spectrum of financial services and asset management activities and may engage in
the ordinary course of business in activities in which their interests or the interests of their clients may conflict with
those of a Fund. The Manager and the Sub-Adviser may provide investment management services to other funds and
discretionary managed accounts that follow an investment program similar to that of the Funds. Subject to the
requirements of the 1940 Act, the Manager and the Sub-Adviser intend to engage in such activities and may receive
compensation from third parties for their services. The results of a Fund�s investment activities may differ from those
of the Funds� affiliates, or another account managed by the Funds� affiliates, and it is possible that a Fund could sustain
losses during periods in which one or more of the Funds� affiliates and/or other accounts achieve profits on their
trading for proprietary or other accounts.

Market Disruption and Geopolitical Risk. The wars with Iraq and Afghanistan and similar conflicts and geopolitical
developments, their aftermath and substantial military presence in Afghanistan are likely to have a substantial effect
on the U.S. and world economies and securities markets. The nature, scope and duration of the wars and the potential
costs of rebuilding infrastructure cannot be predicted with any certainty. Terrorist attacks on the World Trade Center
and the Pentagon on September 11, 2001 closed some of the U.S. securities markets for a four-day period and similar
future events cannot be ruled out. The war and occupation, terrorism and related geopolitical risks have led, and may
in the future lead, to increased short-term market volatility and may have adverse long-term effects on U.S. and world
economies and markets generally. Likewise, natural and environmental disasters, such as the earthquake and tsunami
in Japan in early 2011, and systemic market dislocations of the kind surrounding the insolvency of Lehman Brothers
in 2008, if repeated, could be highly disruptive to economies and markets. Those events, as well as other changes in
foreign and domestic economic and political conditions also could have an acute effect on individual issuers or related
groups of issuers. These risks also could adversely
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affect individual issuers and securities markets, interest rates, secondary trading, ratings, credit risk, inflation,
deflation and other factors relating to the Funds� investments and the market value and net asset value of each Fund�s
shares.

Certain Affiliations. Certain broker-dealers may be considered to be affiliated persons of the Funds, the Manager
and/or AGI U.S. due to their possible affiliations with Allianz SE, the ultimate parent of the Manager and AGI U.S.
Absent an exemption from the SEC or other regulatory relief, each Fund is generally precluded from effecting certain
principal transactions with affiliated brokers, and its ability to purchase securities being underwritten by an affiliated
broker or a syndicate including an affiliated broker, or to utilize affiliated brokers for agency transactions, is subject to
restrictions. This could limit the Funds� ability to engage in securities transactions and take advantage of market
opportunities.

Other Investment Company Risk. Each Fund may invest in securities of other open-or closed-end investment
companies, including without limitation ETFs, to the extent that such investments are consistent with such Fund�s
investment objective and policies and permissible under the 1940 Act. As a shareholder in an investment company, a
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. Shareholders would therefore be subject to
duplicative expenses to the extent the Fund invests in other investment companies. In addition, these other investment
companies may utilize leverage, in which case an investment would subject a Fund to additional risks associated with
leverage. See �Principal Risk Factors�Leverage Risk.�

Emerging Markets Risk. Foreign investment risk may be particularly high to the extent that the Fund invests in
securities of issuers based in or doing business in emerging market countries or invests in securities denominated in
the currencies of emerging market countries. Investing in securities of issuers based in or doing business in emerging
markets entails all of the risks of investing in foreign securities noted above, but to a heightened degree.

Investments in emerging market countries pose a greater degree of systemic risk (i.e., the risk of a cascading collapse
of multiple institutions within a country, and even multiple national economies). The inter-relatedness of economic
and financial institutions within and among emerging market economies has deepened over the years, with the effect
that institutional failures and/or economic difficulties that are of initially limited scope may spread throughout a
country, a region or even among all or most emerging market countries. This may undermine any attempt by the Fund
to reduce risk through geographic diversification of its portfolio investments among emerging market countries.
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There is a heightened possibility of imposition of withholding taxes on interest or dividend income generated from
emerging market securities. Governments of emerging market countries may engage in confiscatory taxation or
expropriation of income and/or assets to raise revenues or to pursue a domestic political agenda. In the past, emerging
market countries have nationalized assets, companies and even entire sectors, including the assets of foreign investors,
with inadequate or no compensation to the prior owners. There can be no assurance that the Fund will not suffer a loss
of any or all of its investments or, interest or dividends thereon, due to adverse fiscal or other policy changes in
emerging market countries.

There is also a greater risk that an emerging market government may take action that impedes or prevents the Fund
from taking income and/or capital gains earned in the local currency and converting into U.S. dollars (i.e., �repatriating�
local currency investments or profits). Certain emerging market countries have sought to maintain foreign exchange
reserves and/or address the economic volatility and dislocations caused by the large international capital flows by
controlling or restricting the conversion of the local currency into other currencies. This risk tends to become more
acute when economic conditions otherwise worsen. There can be no assurance that if the Fund earns income or capital
gains in an emerging market currency or PIMCO otherwise seeks to withdraw the Fund�s investments from a given
emerging market country, capital controls imposed by such country will not prevent, or cause significant expense in,
doing so.

Bankruptcy law and creditor reorganization processes may differ substantially from those in the United States,
resulting in greater uncertainty as to the rights of creditors, the enforceability of such rights, reorganization timing and
the classification, seniority and treatment of claims. In certain emerging market countries, although bankruptcy laws
have been enacted, the process for reorganization remains highly uncertain. In addition, it may be impossible to seek
legal redress against an issuer that is a sovereign state.

Other heightened risks associated with emerging markets investments include without limitation: (i) risks due to less
social, political and economic stability; (ii) the smaller size of the market for such securities and a lower volume of
trading, resulting in a lack of liquidity and in price volatility; (iii) certain national policies which may restrict the
Fund�s investment opportunities, including restrictions on investing in issuers or industries deemed sensitive to
relevant national interests and requirements that government approval be obtained prior to investment by foreign
persons; (iv) certain national policies that may restrict the Fund�s repatriation of investment income, capital or the
proceeds of sales of securities, including temporary restrictions on foreign capital remittances; (v) the lack of uniform
accounting and auditing standards and/or standards that may be significantly different from the standards required in
the United States; (vi) less publicly available financial and other information regarding issuers; (vii) potential
difficulties in enforcing contractual obligations; and (viii) higher rates of inflation, higher interest rates and other
economic
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concerns. The Fund may invest to a substantial extent in emerging market securities that are denominated in local
currencies, subjecting the Fund to a greater degree of foreign currency risk. See �Principal Risk Factors�Foreign
Currency Risk.� Also, investing in emerging market countries may entail purchases of securities of issuers that are
insolvent, bankrupt or otherwise of questionable ability to satisfy their payment obligations as they become due,
subjecting the Fund to a greater amount of credit risk and/or high yield risk. See �Principal Risk Factors�Credit Risk� and
�Principal Risk Factors�High Yield Securities Risk.�

Foreign Currency Risk. The Fund may engage in practices and strategies that will result in exposure to fluctuations in
foreign exchange rates, in which case the Fund will be subject to foreign currency risk. The Fund�s Common Shares
are priced in U.S. dollars and the distributions paid by the Fund to common shareholders are paid in U.S. dollars.
However, a substantial portion of the Fund�s assets may be denominated in foreign (non-U.S.) currencies and income
received by the Fund from many foreign debt obligations will be paid in foreign currencies. The Fund may also invest
in or gain exposure to foreign currencies themselves in order to gain local currency exposure with respect to foreign
instruments denominated in other currencies or for other investment or hedging purposes. The Fund�s investments in or
exposure to foreign currencies or in securities or instruments that trade, or receive revenues, in foreign currencies are
subject to the risk that those currencies will decline in value relative to the U.S. dollar or, in the case of hedging
positions (if utilized), that the U.S. dollar will decline in value relative to the currency being hedged. Currency rates in
foreign countries may fluctuate significantly over short periods of time for a number of reasons, including changes in
interest rates, rates of inflation, balance of payments and governmental surpluses or deficits, intervention (or the
failure to intervene) by U.S. or foreign governments, central banks or supranational entities such as the International
Monetary Fund, or by the imposition of currency controls or other political developments in the U.S. or abroad. These
fluctuations may have a significant adverse impact on the value of the Fund�s portfolio and/or the level of Fund
distributions made to common shareholders. As noted above, the Fund may (but is not required to) seek exposure to
foreign currencies, or attempt to hedge exposure to reduce the risk of loss due to fluctuations in currency exchange
rates relative to the U.S. dollar. There is no assurance, however, that these strategies will be available or will be used
by the Fund or, if used, that they will be successful.

C. INFORMATION ABOUT THE PROPOSED MERGER

Background and Reasons for the Proposed Merger

At a meeting held on September 24, 2013, the Trustees of each Fund, including the Independent Trustees, determined
that the Merger would be in the best interests of both Funds, and that the interests of such shareholders would not be
diluted as a result of effecting the Merger. The Trustees have unanimously approved the proposed Merger and have
recommended its approval by shareholders. The principal factors
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considered by the Trustees in recommending approval of the Merger included, but were not limited to, the following:

� Larger asset base and potentially enhanced earnings. AGIFM and AGI U.S. expect that NIE�s investment
team will be able to deploy the assets received from NGZ in the Merger in a fashion that would improve the
Combined Fund�s net earnings as compared to each of NGZ�s and NIE�s current net earnings.

� Equivalent or lower expenses. Shareholders of both Funds are expected to benefit from economies of scale
resulting from a larger Combined Fund with a lower estimated total annual fund operating expense ratio than
NGZ�s current total annual fund operating expense ratio and equal to or slightly less than NIE�s current total
annual fund operating expense ratio.

� Improved secondary market trading. The Combined Fund�s greater volume of common shares may result in
increased market liquidity, which may lead to narrower bid-ask spreads and smaller trade-to-price
increments. The potential for higher common share net earnings and enhanced total returns over time may
increase investor interest in the Combined Fund and potentially increase market liquidity for its common
shares.

� Continuity of Fund management. The Merger would allow shareholders of NGZ to continue investing in a
fund advised by AGIFM and sub-advised by AGI U.S. AGI U.S. is responsible for making day-to-day
investment decisions for NGZ as well as NIE. The investment objectives of the Funds are identic
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