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CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Proposed
Amount Maximum
Title of Being Offering Price Aggregate
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Securities Being Registered Registered Per Share Offering Price Registration Fee
Common Shares of Beneficial Interest, no par
value (1) 2) $1,000,000(3) $116.20(4)
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2
3)
)

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

The proposed maximum offering price per share will be determined, from time to time, by the Registrant in
connection with the sale by the Registrant of the securities registered under this registration statement.
Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(0) under the Securities
Act of 1933, as amended.

Paid herewith.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933, as amended, or until this Registration Statement shall become effective on such date as the Securities and
Exchange Commission, acting pursuant to Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.

Subject to Completion
Preliminary Prospectus dated July 20, 2015
BASE PROSPECTUS
$
Invesco High Income Trust IT

Common Shares

The Fund. Invesco High Income Trust II (the Fund ) is a diversified, closed-end management investment company.

Investment Objective. The Fund s investment objective is to provide to its common shareholders (the Common
Shareholders ) high current income, while seeking to preserve shareholders capital, through investment in a
professionally managed, diversified portfolio of high-income producing fixed-income securities. The Fund cannot
assure investors that it will achieve its investment objective and you could lose some or all of your investment.

Investment Strategy. The Fund will invest primarily in high income producing fixed-income securities rated in the

medium and lower categories by established rating agencies, or unrated securities determined by its investment

adviser, Invesco Advisers, Inc. ( Invesco orthe Adviser ), to be of comparable quality. Medium and lower grade
securities are those rated BB or lower by Standard & Poor s Financial Services LLC, a subsidiary of The McGraw-Hill
Companies, Inc. ( S&P ) or Ba or lower by Moody s Investors Service, Inc. ( Moody s ), or securities that are not rated by
either such rating agency but are believed by the Adviser to be of comparable quality. No limitation exists as to the

rating category in which the Fund may invest.

(continued on following page)
Offerings. The Fund may offer, from time to time, up to $ aggregate initial offering price of common shares of
beneficial interest, no par value ( Common Shares ), in one or more offerings in amounts, at prices and on terms set
forth in one or more supplements to this Prospectus (each a Prospectus Supplement ). You should read this Prospectus

and any related Prospectus Supplement carefully before you decide to invest in the Common Shares.

The Fund may offer Common Shares:

@
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in at-the-market transactions through one or more selling agents that the Fund may designate from time to
time and/or through broker-dealers that have entered into a selected dealer agreement with the Fund s selling
agent(s); in such transactions, Common Shares will be sold at market prices, which shall be determined with
reference to trades on the NYSE, subject to a minimum price to be established each day by the Fund, which
minimum price will not be less than the current net asset value per Common Share plus the per Common
Share amount of the commission to be paid;

(ii) otherwise through agents that the Fund may designate from time to time;

(iii) to or through underwriters or dealers; or

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

Investing in Common Shares involves certain risks. An investment in the Fund is subject to investment risk,
including the possible loss of the entire principal amount that you invest. The Fund may invest without
limitation in securities of below investment grade quality (commonly referred to as junk bonds ), which are
considered predominantly speculative with respect to the issuer s capacity to pay interest and repay principal
when due. See Risks beginning on page 36 of this Prospectus. Certain of these risks are summarized in
Prospectus Summary Special Risk Considerations beginning on page 6 of this Prospectus. You should carefully
consider these risks together with all of the other information contained in this Prospectus before making a
decision to purchase Common Shares.

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

the contrary is a criminal offense.

, 2015
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(continued from previous page)

High income producing fixed-income securities are generally corporate fixed-income securities rated between BB/Ba
and C/C by S&P and Moody s and are frequently issued by corporations in the growth stage of their development.
Securities which are rated BB, B, CCC, CC and C are regarded by S&P, on balance, as predominantly speculative
with respect to capacity to pay interest and repay principal in accordance with the terms of the obligation.

In normal market conditions, at least 65% of the Fund s assets will be invested in fixed-income securities. The
fixed-income securities in which the Fund will invest will consist primarily of debt securities.

Fixed-income securities which may be acquired by the Fund include all types of debt obligations having varying terms
with respect to security or credit support, subordination, purchase price, interest payments and maturity. Such
obligations may include, for example, bonds, debentures, notes and obligations issued or guaranteed by the United
States government or any of its political subdivisions, agencies or instrumentalities. Most debt securities in which the
Fund will invest will bear interest at fixed rates. However, the Fund reserves the right to invest without limitation in
fixed-income securities that have variable rates of interest or involve equity features, such as contingent interest or
participation based on revenues, sales or profits. Fixed-income securities which may be acquired also include
preferred stocks that have cumulative or non-cumulative dividend rights. Fixed-income securities also include
convertible securities and zero coupon securities.

The Adviser. Invesco Advisers, Inc. is the Fund s investment adviser. The Adviser is an indirect wholly owned
subsidiary of Invesco Ltd. The Adviser is located at 1555 Peachtree Street, N.E., Atlanta, Georgia 30309. The
Adviser, a successor in interest to multiple investment advisers, has been an investment adviser since 1976. Invesco
has entered into a Sub-Advisory Agreement with certain affiliates to serve as sub-advisers to the Fund, pursuant to
which these affiliated sub-advisers may be appointed by Invesco from time to time to provide discretionary
investment management services, investment advice, and/or order execution services to the Fund.

Financial Leverage. The Fund may use leverage in an amount of up to 33 4% of the Fund s total assets after the use of
such leverage in an effort to maximize its returns. The Fund currently utilizes leverage in the form of borrowings. The
amount of borrowings outstanding from time to time may vary, depending on the Adviser s analysis of market
conditions and interest rate movements. Leverage is a speculative technique and investors should note that there are
special risks and costs associated with leverage. There can be no assurance that the Fund s leverage strategy will be
successful. The investment advisory fees paid by the Fund will be calculated on the basis of the Fund s Managed
Assets (as defined in this Prospectus), which includes proceeds from leverage, so the dollar amount of the
management fee paid by the Fund to the Adviser will be higher (and the Adviser will be benefited to that extent) when
leverage is utilized. This may create a conflict of interest between the Fund s investment adviser and holders of
common shares. Holders of Common Shares effectively bear the entire investment advisory fee. As of February 28,
2015, the Fund had outstanding borrowings of approximately $50.55 million, which represented approximately 26%
of the Fund s total assets as of such date. See Use of Leverage.

Common Shares. The Fund s currently outstanding Common Shares are listed on the New York Stock Exchange (the
NYSE ) under the symbol VLT and the Common Shares offered by this Prospectus, subject to notice of issuance, will

also be listed on the NYSE. The net asset value per Common Share at the close of business on July 17, 2015 was

$16.57, and the last reported sale price of the Common Shares on the NYSE on such date was $14.30, representing a

discount to net asset value of 13.70%. See Market and Net Asset Value Information.

This Prospectus sets forth the information about the Fund that you should know before investing. You should keep it
for future reference. More information about the Fund, including a Statement of Additional Information dated ,
2015, and the Fund s Annual and Semiannual Reports, has been filed with the SEC. This information is available upon
written or oral request without charge from our web site at www.invesco.com/us. You may also get a copy of any of
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these materials, request other information about the Fund and make other inquiries by calling (800) 959-4246. The
Fund s Statement of Additional Information is incorporated herein by reference. A table of contents for the Statement
of Additional Information is on page 63 of this Prospectus. The SEC maintains a web site at www.sec.gov that
contains the Fund s Statement of Additional Information, material incorporated by reference and other information
about SEC registrants, including the Fund.

il
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Common Shares are not deposits or obligations of, and are not guaranteed or endorsed by, any bank or depository
institution. Common Shares are not insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board
or any other government agency.

Forward-Looking Statements

This Prospectus contains or incorporates by reference forward-looking statements, within the meaning of the federal

securities laws, that involve risks and uncertainties. These statements describe the Fund s plans, strategies, and goals

and the Fund s beliefs and assumptions concerning future economic and other conditions and the outlook for the Fund,

based on currently available information. In this Prospectus, words such as anticipates, believes, expects, objectives,
goals, future, intends, seeks, will, may, could, should, and similar expressions are used in an effort to ic

forward-looking statements, although some forward-looking statements may be expressed differently. The Fund is not

entitled to the safe harbor for forward-looking statements pursuant to Section 27A of the Securities Act of 1933, as

amended.

1ii
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You should rely only on the information contained or incorporated by reference in this Prospectus. The Fund
has not authorized any other person to provide you with different information. If anyone provides you with
different or inconsistent information, you should not rely on it. The Fund is not making an offer to sell these
securities in any jurisdiction where the offer or sale is not permitted. You should assume that the information

in this Prospectus is accurate only as of the date of this Prospectus. The Fund s business, financial condition and
prospects may have changed since that date.

10



Edgar Filing: Invesco High Income Trust Il - Form N-2

PROSPECTUS SUMMARY

This is only a summary of information contained elsewhere in this Prospectus. This summary does not contain all of
the information that you should consider before investing in the Fund s common shares (the Common Shares ). You
should carefully read the more detailed information contained in this Prospectus and any related Prospectus
Supplements, especially the information set forth under the headings Investment Objective and Policies and Risks.
may also wish to request a copy of the Fund s Statement of Additional Information, dated , 2015 (the SAI ),
which contains additional information about the Fund.

The Fund

The Offering

Use Of Proceeds

Invesco High Income Trust I (the Fund ) is a diversified, closed-end management
investment company.

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

The Fund may offer Common Shares:

(i) in at-the-market transactions through one or more selling agents that the Fund
may designate from time to time and/or through broker-dealers that have entered into
a selected dealer agreement with the Fund s selling agent(s); in such transactions,
Common Shares will be sold at market prices, which shall be determined with
reference to trades on the NYSE, subject to a minimum price to be established each
day by the Fund, which minimum price will not be less than the current net asset value
per Common Share plus the per Common Share amount of the commission to be paid;

(i) otherwise through agents that the Fund may designate from time to time;
(iii) to or through underwriters or dealers; or

(iv) directly to one or more purchasers.

The Prospectus Supplement relating to a particular offering of Common Shares will
identify any agents, underwriters or dealers involved in the sale of Common Shares,
and will set forth any applicable purchase price, fee, commission or discount
arrangement between the Fund and agents, underwriters or dealers or among
underwriters or the basis upon which such amount may be calculated. The Fund may
not sell Common Shares through agents, underwriters or dealers without delivery of
this Prospectus and a Prospectus Supplement. See Plan of Distribution.

Unless otherwise specified in a Prospectus Supplement, the Fund intends to invest the
net proceeds of an offering of Common Shares in accordance with its investment
objective and policies as stated herein. It is currently anticipated that the Fund will be
able to invest substantially all of the net proceeds of an offering of Common Shares in
accordance with its investment objective and policies within three to six months after
the completion of any such offering or the receipt of such proceeds. Pending such
investment, it is anticipated that the proceeds will be invested in cash, cash
equivalents or other securities, including U.S. government securities or high quality,
short-term debt securities. The Fund may also use the proceeds for working capital

11
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purposes, including the payment of distributions, interest and operating expenses,
although the Fund currently has no intent to issue Common Shares primarily for these
purposes.

12
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Investment Objective The Fund s investment objective is to provide to its common shareholders (the
Common Shareholders ) high current income, while seeking to preserve shareholders

capital, through investment in a professionally managed, diversified portfolio of
high-income producing fixed-income securities. The investment objective is
fundamental and may not be changed without approval of a majority of the Fund s
outstanding voting securities, as defined in the Investment Company Act of 1940, as
amended (the 1940 Act ). The Fund cannot assure investors that it will achieve its
investment objective.

Investment Policies The Fund will invest primarily in high income producing fixed-income securities rated
in the medium and lower categories by established rating agencies, or unrated
securities determined by Invesco Advisers, Inc. ( Invesco or the Adviser ) to be of
comparable quality. Medium and lower grade securities are those rated BB or lower
by Standard & Poor s Financial Services LLC, a subsidiary of The McGraw-Hill
Companies, Inc. ( S&P ) or Ba or lower by Moody s Investors Service, Inc. ( Moody s ),
or securities that are not rated by either such rating agency but are believed by the
Adviser to be of comparable quality. No limitation exists as to the rating category in
which the Fund may invest. High income producing fixed-income securities are
generally corporate fixed-income securities rated between BB/Ba and C/C by S&P
and Moody s and are frequently issued by corporations in the growth stage of their
development. Securities which are rated BB, B, CCC, CC and C are regarded by S&P,
on balance, as predominantly speculative with respect to capacity to pay interest and
repay principal in accordance with the terms of the obligation.

In normal market conditions, at least 65% of the Fund s assets will be invested in
fixed-income securities. The fixed-income securities in which the Fund will invest
will consist primarily of debt securities. Fixed-income securities which may be
acquired by the Fund include all types of debt obligations having varying terms with
respect to security or credit support, subordination, purchase price, interest payments
and maturity. Such obligations may include, for example, bonds, debentures, notes
and obligations issued or guaranteed by the United States government or any of its
political subdivisions, agencies or instrumentalities. Most debt securities in which the
Fund will invest will bear interest at fixed rates. However, the Fund reserves the right
to invest without limitation in fixed-income securities that have variable rates of
interest or involve equity features, such as contingent interest or participation based on
revenues, sales or profits. Fixed-income securities which may be acquired also include
preferred stocks that have cumulative or non-cumulative dividend rights.
Fixed-income securities also include convertible securities and zero coupon securities.

The Fund may invest up to 35% of its total assets in securities rated higher than BB by
S&P or higher than Ba by Moody s or unrated securities of comparable quality and
may invest a higher percentage, up to 100% of its total assets, in such higher rated
securities (i) when the difference in yields between quality classifications is relatively
narrow, (ii) when, consistent with seeking to maintain the dollar-weighted average
maturity of the Fund s portfolio of up to 12 years, high income producing
fixed-income securities of appropriate maturities are unavailable or are available only
at prices that the Adviser deems are unfavorable or (iii) when the Adviser determines
that market conditions warrant a temporary, defensive policy.

13



Edgar Filing: Invesco High Income Trust Il - Form N-2

2

14



Edgar Filing: Invesco High Income Trust Il - Form N-2

The Fund will seek to preserve capital through portfolio diversification and by limiting
investments to fixed-income securities which the Adviser believes entail reasonable
credit risk. The Fund has a non-fundamental investment policy of maintaining a
dollar-weighted average portfolio maturity of up to 12 years, with no limitation on the
maturity of individual securities that it may be acquire.

Convertible Securities. Fixed-income securities in which the Fund may invest include
convertible securities. A convertible security is a bond, debenture, note, preferred stock
or other security that may be converted into or exchanged for, or may otherwise entitle
the holder to purchase, a prescribed amount of common stock or any equity security of
the same or a different issuer within a particular period of time at a specified price or
formula. A convertible security entitles the holder to receive interest paid or accrued on
debt or the dividend paid on preferred stock until the convertible security matures or is
redeemed, converted or exchanged. In selecting convertible securities for the Fund, the
following factors, among others, will be considered by the Adviser: (1) the Adviser s
own evaluations of the creditworthiness of the issuers of the securities; (2) the interest
or dividend income generated by the securities; (3) the potential for capital appreciation
of the securities and the underlying common stock; (4) the prices of the securities
relative to the underlying common stocks; (5) the prices of the securities relative to
other comparable securities; (6) whether the securities are entitled to the benefits of
sinking funds or other protective conditions; (7) diversification of the Fund s portfolio
as to issuers and industries; and (8) whether the securities are rated by Moody s and/or
S&P and, if so, the ratings assigned.

Zero Coupon Securities. Fixed-income securities in which the Fund may invest also
include zero coupon securities issued by corporations and other private entities. The
Fund is permitted to invest up to 10% of its total assets in zero coupon securities. Zero
coupon securities do not entitle the holder to any periodic payments of interest prior to
maturity and therefore are issued and trade at a discount from their face or par value.

Loans. Consistent with the Fund s strategy of investing in income securities, the Fund
may invest up to 20% of its total assets in fixed and floating rate loans. Loans are
typically arranged through private negotiations between the borrower and one or more
lenders. Loans generally have a more senior claim in the borrower s capital structure
relative to corporate bonds or other subordinated debt. The loans in which the Fund
invests are generally in the form of loan assignments and participations of all or a
portion of a loan from another lender. In the case of an assignment, the Fund acquires
direct rights against the borrower on the loan, however, the Fund s rights and
obligations as the purchaser of an assignment may differ from, and be more limited
than, those held by the assigning lender. In the case of a participation, the Fund
typically has the right to receive payments of principal, interest and any fees to which it
is entitled only from the lender selling the participation and only upon receipt by the
lender of the payments from the borrower. In the event of insolvency of the lender
selling the participation, the Fund may be treated as a general creditor of the lender and
may not benefit from any setoff between the lender and the borrower.

Restricted and Illiquid Securities. The Fund may invest up to 20% of its total assets in
fixed-income securities that are not readily marketable, including securities restricted
as to resale. No security that is not readily marketable will be acquired unless the
Adviser believes such security to be of comparable quality to publicly-traded securities

15
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in which the Fund may invest. Certain fixed-
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Leverage

income securities are somewhat liquid and may become more liquid as secondary
markets for these securities continue to develop. These securities will be included in,
or excluded from, the 20% limitation on a case-by-case basis by the Adviser under the
supervision of the Board of Trustees, depending on the perceived liquidity of the
security and market involved.

Non-Dollar Denominated Securities. The Fund may invest a portion or all of its total
assets in securities issued by foreign governments or foreign corporations; provided,
however, that the Fund may not invest more than 30% of its total assets in non-U.S.
dollar denominated securities. The same quality levels currently permitted by the
Fund for all investments will apply to foreign investments. The Fund may invest in
securities of issuers determined by the Adviser to be in developing or emerging
market countries. The foregoing percentage and rating limitations apply at the time of
acquisition of a security based on the last previous determination of the Fund s net
asset value. Any subsequent change in any rating by a rating service or change in
percentages resulting from market fluctuations or other changes in the Fund s total
assets will not require elimination of any security from the Fund s portfolio. The Fund
may purchase and sell foreign currency on a spot (i.e., cash) basis in connection with
the settlement of transactions in securities traded in such foreign currency.

Derivatives. The Fund can invest in derivative instruments, including swap contracts
(including credit default swaps, total return swaps, interest rate swaps and volatility
swaps), options (including interest rate options, credit default swap options and
swaptions), futures contracts (including interest rate futures) and forward foreign
currency contracts. The Fund can use swap contracts, including interest rate swaps, to
hedge or adjust its exposure to interest rates, and credit default swaps to create long or
short exposure to corporate or sovereign debt securities. The Fund can further use
total return swaps to gain exposure to a reference asset and volatility swaps to adjust
the volatility profile of the Fund. The Fund can use options, including credit default
swap options, to gain the right to enter into a credit default swap at a specified future
date and swaptions (options on swaps) to manage interest rate risk. The Fund can use
interest rate futures contracts to increase or reduce its exposure to rate changes. The
Fund can engage in forward foreign currency contracts to mitigate the risk of foreign
currency exposure.

Money Market Funds. To the extent permitted by applicable law and the Fund s
investment objectives, policies, and restrictions, the Fund may invest all or some of its
short-term cash investments in money market funds, including money market fund
advised or managed by the Adviser or its affiliates. When the Fund purchases shares
of another investment company, including an affiliated money market fund, the Fund
will indirectly bear its proportionate share of the advisory fees and other operating
expenses of such investment company and will be subject to the risks associated with
the portfolio investments of the underlying investment company.

The Fund may use leverage in an amount of up to 33 4% of the Fund s total assets
after the use of such leverage in an effort to maximize its returns. The Fund currently
utilizes leverage in the form of borrowings. The amount of borrowings outstanding
from time to time may vary, depending on the Adviser s analysis of market conditions
and interest rate movements.

17
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The Fund has entered into a $65 million amended and restated revolving credit
agreement, dated August 27, 2012, as amended (the Credit Agreement ), with State
Street Bank and Trust Company, in its capacity as Agent, and other lending
institutions party thereto. As of February 28, 2015, the Fund had

18
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outstanding borrowings under the Credit Agreement of approximately $50.55 million,
which represented approximately 26% of the Fund s total assets as of such date.

The costs associated with the issuance and use of leverage are borne by the holders of
the Common Shares. Because the investment management fee paid to the Adviser is
calculated on the basis of the Fund s Managed Assets (as defined herein), which
include the proceeds of leverage, the dollar amount of the management fee paid by the
Fund to the Adviser will be higher (and the Adviser will be benefited to that extent)
when leverage is utilized. There can be no assurance that the Fund s leverage strategy
will be successful. See Use of Leverage and Risks Borrowings Risk.

Management Of The Fund Invesco is the Fund s investment adviser. The Adviser is an indirect wholly owned
subsidiary of Invesco Ltd. The Adviser is located at 1555 Peachtree Street, N.E.,
Atlanta, Georgia 30309. The Adviser, a successor in interest to multiple investment
advisers, has been an investment adviser since 1976.

Under an investment advisory agreement between the Adviser and the Fund (the
Advisory Agreement ), the Fund pays the Adviser a monthly advisory fee based on the

annual rate of 0.70% of the Fund s average daily Managed Assets. Managed Assets,

for purposes of the advisory fee, means the Fund s net assets, plus assets attributable to

outstanding preferred shares and the amount of any borrowings incurred for the

purpose of leverage (whether or not such borrowed amounts are reflected in the Fund s

financial statements for purposes of GAAP).

Invesco has entered into a Sub-Advisory Agreement with certain affiliates to serve as
sub-advisers to the Fund, pursuant to which these affiliated sub-advisers may be
appointed by Invesco from time to time to provide discretionary investment
management services, investment advice, and/or order execution services to the Fund.
These affiliated sub-advisers, each of which is a registered investment adviser under
the Investment Advisers Act of 1940 (the Advisers Act ) are:

Invesco Asset Management Deutschland GmbH ( Invesco Deutschland )

Invesco Asset Management Limited ( Invesco Asset Management )

Invesco Asset Management (Japan) Limited ( Invesco Japan )

Invesco Hong Kong Limited ( Invesco Hong Kong )

Invesco Senior Secured Management, Inc. ( Invesco Senior Secured )

Invesco Canada Ltd. ( Invesco Canada );

(each a Sub-Adviser and collectively, the Sub-Advisers ).
Invesco and each Sub-Adviser are indirect wholly owned subsidiaries of Invesco Ltd.

The only fees payable to the Sub-Advisers under the Sub-Advisory Agreement are for
providing discretionary investment management services. For such services, Invesco
will pay each Sub-Adviser a fee, computed daily and paid monthly, equal to (i) 40%
of the monthly compensation that Invesco receives from the Fund, multiplied by (ii)
the fraction equal to the net assets of such Fund as to which such Sub-Adviser shall
have provided discretionary investment management services for that month divided
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by the net assets of such Fund for
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Distributions

Listing And Symbol

Special Risk
Considerations

that month. Pursuant to the Sub-Advisory Agreement, this fee is reduced to reflect
contractual or voluntary fee waivers or expense limitations by Invesco, if any, in
effect from time to time. In no event shall the aggregate monthly fees paid to the
Sub-Advisers under the Sub-Advisory Agreement exceed 40% of the monthly
compensation that Invesco receives from the Fund pursuant to the Advisory
Agreement, as reduced to reflect contractual or voluntary fees waivers or expense
limitations by Invesco, if any.

The Fund intends to make regular monthly distributions of all or a portion of its net
investment income to Common Shareholders. The Fund expects to pay its Common
Shareholders annually all or substantially all of its investment company taxable
income to meet the requirements for qualification as a regulated investment company

( RIC ) under the Internal Revenue Code of 1986, as amended (the Code ). Various
factors will affect the level of the Fund s net investment company taxable income. The
Fund may from time to time distribute less than the entire amount of income earned in
a particular period. The undistributed income would be available to supplement future
distributions. As a result, the distributions paid by the Fund for any particular month
may be more or less than the amount of income actually earned by the Fund during
that period. Undistributed income will add to the Fund s net asset value and,
correspondingly, distributions from undistributed income, if any, will reduce the

Fund s net asset value.

In addition, the Fund intends to distribute, on an annual basis, all or substantially all of
any net capital gains to its Common Shareholders. The Fund may also declare and pay
capital gains distributions more frequently, if necessary, in order to reduce or
eliminate federal excise or income taxes on the Fund.

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

Shareholders will automatically have all dividends and distributions reinvested in
Common Shares issued by the Fund or Common Shares of the Fund purchased in the
open market in accordance with the Fund s dividend reinvestment plan unless an
election is made to receive cash. See Distributions and Dividend reinvestment plan.

The Fund s currently outstanding Common Shares are listed on the New York Stock
Exchange (the NYSE ) under the symbol VLT and the Common Shares offered by this
Prospectus, subject to notice of issuance, will also be listed on the NYSE. The net

asset value per Common Share at the close of business on July 17, 2015 was $16.57,

and the last reported sale price of the Common Shares on the NYSE on such date was
$14.30, representing a discount to net asset value of 13.70%. See Market and Net

Asset Value Information.

Investment in the Fund involves special risk considerations, which are summarized
below. The Fund is designed as a long-term investment and not as a trading vehicle.
The Fund is not intended to be a complete investment program. The Fund s
performance and the value of its investments will vary in response to changes in
interest rates, inflation and other market factors. See Risks for a more complete
discussion of the special risk considerations associated with an investment in the
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Fund.
Market Risk. Market risk is the possibility that the market values of securities owned

by the Fund will decline. The net asset value of the Fund will change with changes in
the value of its portfolio securities, and the value of the Fund s
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investments can be expected to fluctuate over time. The financial markets in general
are subject to volatility and may at times experience extreme volatility and
uncertainty, which may affect all investment securities, including debt securities and
derivative instruments. Volatility may be greater during periods of general economic
uncertainty.

Credit Risk. Credit risk refers to an issuer s ability to make timely payments of interest
and principal when due. Fixed income securities are subject to the credit risk of
nonpayment. The ability of issuers of fixed income securities to make timely
payments of interest and principal may be adversely affected by, among other things,
general economic downturns and economic factors affecting specific issuers.
Nonpayment would result in a reduction of income to the Fund. The Adviser
continuously monitors the issuers of securities held in the Fund. The Fund will rely on
the Adviser s judgment, analysis and experience in evaluating the creditworthiness of
an issuer. In its analysis, the Adviser may consider the credit ratings of nationally
recognized statistical rating organizations ( NRSROs ) in evaluating securities,
although the Adviser does not rely primarily on these ratings. Credit ratings of
NRSROs evaluate only the safety of principal and interest payments, not the market
risk. In addition, ratings are general and not absolute standards of quality, and the
creditworthiness of an issuer may decline significantly before an NRSRO lowers the
issuer s rating. A rating downgrade does not require the Fund to dispose of a security.

Risk of Investing in Medium and Lower-Grade Securities. Securities that are in the
medium and lower-grade categories generally offer higher yields than are offered by
higher-grade securities of similar maturities, but they also generally involve greater
risks, such as greater credit risk, market risk, volatility and illiquidity risk. Secondary
market prices of medium and lower-grade securities generally are less sensitive than
higher-grade securities to changes in interest rates and are more sensitive to general
adverse economic changes or specific developments with respect to the particular
issuers. A significant increase in interest rates or a general economic downturn may
significantly affect the ability of issuers of medium and lower-grade securities to pay
interest and to repay principal, or to obtain additional financing, any of which could
severely disrupt the market for medium and lower-grade securities and adversely
affect the market value of such securities. Such events also could lead to a higher
incidence of default by issuers of medium and lower-grade securities. In addition,
changes in credit risks, interest rates, the credit markets or periods of general
economic uncertainty can be expected to result in increased volatility in the price of
medium and lower-grade. Adverse publicity and investor perceptions, whether or not
based on rational analysis, may affect the value, volatility and liquidity of medium and
lower-grade securities. In the event that an issuer of securities held by the Fund
experiences difficulties in the timely payment of principal and interest and such issuer
seeks to restructure the terms of its borrowings, the Fund may incur additional
expenses and may determine to invest additional assets with respect to such issuer or
the project or projects to which the Fund s securities relate. Further, the Fund may
incur additional expenses to the extent that it is required to seek recovery upon a
default in the payment of interest or the repayment of principal on its portfolio
holdings and the Fund may be unable to obtain full recovery on such amounts.
Investments in debt obligations that are at risk of or in default present special tax
issues for the Fund. Federal income tax rules are not entirely clear about issues such
as when the Fund may cease to accrue interest, original issue discount or market
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discount, when and to what extent deductions may be taken for bad debts or worthless
securities, how payments received on obligations in default should be allocated
between principal and interest and whether certain exchanges of debt
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obligations in a workout context are taxable. These and other issues will be addressed
by the Fund, in the event it invests in or holds such securities, in order to seek to
ensure that it distributes sufficient income to preserve its status as a RIC.

Interest Rate Risk. When interest rates decline, the value of a portfolio invested in
fixed income securities generally can be expected to rise. Conversely, when interest
rates rise, the value of a portfolio invested in fixed income securities generally can be
expected to decline. The prices of longer term fixed income securities generally are
more volatile with respect to changes in interest rates than the prices of shorter term
fixed income securities. Current market environment because certain interest
rates are near historically low levels, which may increase the Fund s exposure to
risks associated with rising interest rates. Rising interest rates could have
unpredictable effects on the markets and may expose fixed-income and related
markets to heightened volatility. For fixed-income securities, an increase in interest
rates may lead to increased redemptions and increased portfolio turnover, which could
reduce liquidity for certain Fund investments, adversely affect values, and increase the
Fund s expenses.

Income Risk. The income you receive from the Fund is based primarily on prevailing
interest rates, which can vary widely over the short and long term. If interest rates
decrease, your income from the Fund may decrease as well.

Borrowings Risk. Borrowing money to buy securities exposes the Fund to leverage
because the Fund can achieve a return on a capital base larger than the assets that
Common Shareholders have contributed to the Fund. Leveraging may cause the Fund
to be more volatile because it may exaggerate the effect of any increase or decrease in
the value of the Fund s portfolio securities. To the extent that the then current interest
rate on and other costs related to the borrowings approaches the net return on the
Fund s investment portfolio, the benefit of leverage to the Common Shareholders will
be reduced, and if the then current interest rate on and other costs related to the
borrowings were to exceed the net return on the Fund s portfolio, the Fund s leveraged
capital structure would result in a lower rate of return to the Common Shareholders
than if the Fund were not so leveraged. If the Fund s current investment income were
not sufficient to meet interest requirements on the borrowings, the Fund might have to
liquidate certain of its investments in order to meet required interest payments,
thereby reducing the net asset value. These risks may be greater in the current market
environment because interest rates are near historically low levels. Interest payments
on the Fund s outstanding borrowings are based on variable rate formulas and as a
result the Fund s borrowing costs will increase in a rising interest rate environment.
Management of the amount of outstanding borrowings places greater reliance on the
ability of the Adviser to predict trends in interest rates than if the Fund did not use
leverage. Further, reduction and increase of the borrowings outstanding, and any
related trading of the Fund s portfolio securities, results in increased transaction costs
to the Fund and its Common Shareholders. Lenders have the right to receive interest
on and repayment of principal of any borrowings, which right will be senior to those
of shareholders. Any such borrowings may contain provisions limiting certain
activities of the Fund, including the payment of dividends to shareholders in certain
circumstances. Certain types of borrowings subject the Fund to covenants in credit
agreements relating to asset coverage and portfolio composition requirements. Certain
borrowings issued by the Fund also may subject the Fund to certain restrictions on
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investments imposed by guidelines of one or more rating agencies, which may issue
ratings for such borrowings. Such
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guidelines may impose asset coverage or portfolio composition requirements that are
more stringent than those imposed by the 1940 Act. There can be no assurance that
the Fund s leverage strategy will be successful.

Call Risk. If interest rates fall, it is possible that issuers of securities with high interest
rates will prepay or call their securities before their maturity dates. In this event, the
proceeds from the called securities would likely be reinvested by the Fund in
securities bearing the new, lower interest rates, resulting in a possible decline in the
Fund s income and distributions to shareholders.

Convertible Securities Risk. The values of convertible securities in which the Fund
may invest may be affected by market interest rates. The values of convertible
securities also may be affected by the risk of actual issuer default on interest or
principal payments and the value of the underlying stock. Additionally, an issuer may
retain the right to buy back its convertible securities at a time and price unfavorable to
the Fund.

Derivatives Risk. The value of a derivative instrument depends largely on (and is
derived from) the value of an underlying security, currency, commodity, interest rate,
index or other asset (each referred to as an underlying asset). In addition to risks
relating to underlying assets, the use of derivatives may include other, possibly
greater, risks, including counterparty, leverage and liquidity risks. Counterparty risk is
the risk that the counterparty to the derivative contract will default on its obligation to
pay the Fund the amount owed or otherwise perform under the derivative contract.
Derivatives create leverage risk because they do not require payment up front equal to
the economic exposure created by owning the derivative. As a result, an adverse
change in the value of the underlying asset could result in the Fund sustaining a loss
that is substantially greater than the amount invested in the derivative, which may
make the Fund s returns more volatile and increase the risk of loss. Derivative
instruments may also be less liquid than more traditional investments and the Fund
may be unable to sell or close out its derivative positions at a desirable time or price.
This risk may be more acute under adverse market conditions, during which the Fund
may be most in need of liquidating its derivative positions. Derivatives may also be
harder to value, less tax efficient and subject to changing government regulation that
could impact the Fund s ability to use certain derivatives or their cost. Also, derivatives
used for hedging or to gain or limit exposure to a particular market segment may not
provide the expected benefits, particularly during adverse market conditions.

Foreign Securities Risk. The dollar value of the Fund s foreign investments may be
affected by changes in the exchange rates between the dollar and the currencies in
which those investments are traded. The value of the Fund s foreign investments may
be adversely affected by political and social instability in their home countries, by
changes in economic or taxation policies in those countries, or by the difficulty in
enforcing obligations in those countries. Foreign companies generally may be subject
to less stringent regulations than U.S. companies, including financial reporting
requirements and auditing and accounting controls. As a result, there generally is less
publicly available information about foreign companies than about U.S. companies.
Trading in many foreign securities may be less liquid and more volatile than U.S.
securities due to the size of the market or other factors.
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Emerging Markets Risk. The prices of securities issued by foreign companies and
governments located in developing countries may be impacted by certain factors more
than those in countries with mature economies. For example, developing countries
may experience higher rates of inflation or sharply devalue
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their currencies against the U.S. dollar, thereby causing the value of investments
issued by the government or companies located in those countries to decline.
Governments in developing markets may be relatively less stable. The introduction of
capital controls, withholding taxes, nationalization of private assets, expropriation,
social unrest, or war may result in adverse volatility in the prices of securities or
currencies. Other factors may include additional transaction costs, delays in settlement
procedures, and lack of timely information.

Currency/Exchange Rate Risk. The dollar value of the Fund s foreign investments will
be affected by changes in the exchange rates between the dollar and the currencies in
which those investments are traded. The Fund may buy or sell currencies other than
the U.S. dollar in order to capitalize on anticipated changes in exchange rates. There is
no guarantee that these investments will be successful.

Liquidity Risk. Liquidity relates to the ability of a fund to sell a security in a timely
manner at a price which reflects the value of that security. To the extent the Fund
owns or may acquire illiquid or restricted securities, these securities may involve
special registration requirements, liabilities and costs, and liquidity and valuation
difficulties. The markets for lower-grade securities may be less liquid than the markets
for higher-grade securities.

Risk of Investing in Loans. Loans are subject to credit risk, market risk, income risk
and call risk similar to the corporate bonds in which the Fund invests. To the extent
that the loans in which the Fund invests are medium- or lower-grade, such loans are
subject to same type of risks generally associated with such medium- and lower-grade
securities, as described above. Loans may have less credit risk than corporate bonds
because loans generally have a more senior claim in the borrower s capital structure
relative to corporate bonds or other subordinated debt. However, loans generally do
not have as broad of a secondary market compared to corporate bonds and this may
impact the market value of such loans and the Fund s ability to dispose of particular
loans when necessary to meet the Fund s liquidity needs or in response to a specific
economic event such as a deterioration in the creditworthiness of the borrower. The
lack of a broad secondary market for loans may also make it more difficult for the
Fund to value these securities and make their market values more volatile.

Risk of Investing in Bank Loans. By investing in a bank loan, the Fund becomes a
member of a syndicate of lenders, who are typically represented by one or more
lenders agents acting as agent for all the lenders. Certain public bank loans are
illiquid, meaning the Fund may not be able to sell them quickly at a fair price, and
may also be difficult to value. The secondary market for bank loans may be subject to
irregular trading activity, wide bid/ask spreads and extended trade settlement periods.
Bank loans are subject to the risk of default, which will increase in the event of an
economic downturn or a substantial increase in interest rates. Because public bank
loans usually rank lower in priority of payment to senior loans, they present a greater
degree of investment risk due to the fact that the cash flow or other property of the
borrower securing the bank loan may be insufficient to meet scheduled payments after
meeting the payment obligations of the senior secured obligations of the borrower.
Bank loans may therefore exhibit greater price volatility. Bank loans that are rated
below investment grade share the same risks of other below investment grade
securities.
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Preferred Securities Risk. There are special risks associated with investing in
preferred securities. Preferred securities may include provisions that permit the issuer,
in its discretion, to defer or omit distributions for a certain period of time. If the Fund
owns a security that is deferring or omitting its distributions, the Fund may be
required to report the distribution on its tax returns, even though it may not have
received this income. Further, preferred securities may lose substantial value due to
the omission or deferment of dividend payments.

Unrated Securities. Many lower-grade securities are not listed for trading on any
national securities exchange, and many issuers of lower-grade securities choose not to
have a rating assigned to their obligations by any NRSRO. As a result, the Fund s
portfolio may consist of a higher portion of unlisted or unrated securities as compared
with an investment company that invests solely in higher-grade, listed securities.
Unrated securities are usually not as attractive to as many buyers as are rated
securities, a factor which may make unrated securities less marketable. These factors
may limit the ability of the Fund to sell such securities at their fair value. The Fund
may be more reliant on the Adviser s judgment and analysis in evaluating the
creditworthiness of an issuer of unrated securities.

U.S. Government Obligations Risk. Obligations issued by U.S. government agencies
and instrumentalities may receive varying levels of support from the government,
which could affect the Fund s ability to recover should they default.

Zero Coupon/PIK Bond Risk. Prices on non-cash-paying instruments may be more
sensitive to changes in the issuer s financial condition, fluctuations in interest rates and
market demand/supply imbalances than cash-paying securities with similar credit
ratings, and thus may be more speculative than are securities that pay interest
periodically in cash. These securities may subject the Fund to greater market risk than
a fund that does not own these types of securities. Special tax considerations are
associated with investing in non-cash-paying instruments, such as zero coupon or PIK
securities. The Adviser will weigh these concerns against the expected total returns
from such instruments. For example, the Fund would be required to distribute the
income on these instruments as it accrues, even though the Fund may be required to
accrue that income before a corresponding receipt of cash from such instruments.
Thus, the Fund may have to sell other investments or borrow money, including when
it may not be advisable to do so, to make income distributions to the Common
Shareholders. PIK securities may have unreliable valuations because their continuing
accruals require judgments about the collectability of the deferred payments and the
value of any associated collateral. Accruals on such instruments may create
uncertainty about the source of distributions Common Shareholders.

Common Stock Risk. Common stock prices fluctuate for a number of reasons,
including changes in investors perceptions of the financial condition of an issuer, the
general condition of the relevant stock market and broader domestic and international
political and economic events. The prices of common equity securities are also
sensitive to general movements in the stock market, so a drop in the stock market may
depress the prices of common equity securities to which the Fund has exposure. While
broad market measures of common stocks have historically generated higher average
returns than debt securities, common stocks have also experienced significantly more
volatility in those returns. Common equity securities in which the Fund may invest are
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structurally subordinated to preferred stock, bonds and other debt instruments in a
company s capital structure in terms of priority to corporate income and are
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therefore inherently more risky than preferred stock or debt instruments of such
issuers. Dividends on common equity securities which the Fund may hold are not
fixed but are declared at the discretion of an issuer s board of directors. There is no
guarantee that the issuers of the common equity securities in which the Fund invests
will declare dividends in the future or that, if declared, they will remain at current
levels or increase over time.

U.S. Government Securities Risk. U.S. Government securities historically have not
involved the credit risks associated with investments in other types of debt securities,
although, as a result, the yields available from U.S. Government debt securities are
generally lower than the yields available from other securities. Like other debt
securities, however, the values of U.S. Government securities change as interest rates
fluctuate. On August 5, 2011, S&P lowered its long-term sovereign credit rating on
the U.S.to AA+ from AAA. Any further downgrades of the U.S. credit rating could
increase volatility in both stock and bond markets, result in higher interest rates and
higher Treasury yields and increase the costs of all kinds of debt. These events could
have significant adverse effects on the economy generally and could result in
significant adverse impacts on securities issuers and the Fund. The Adviser cannot
predict the effects of these or similar events in the future on the U.S. economy and
securities markets or on the Fund s portfolio.

Recent Market Developments Risk. Global and domestic financial markets have
experienced periods of severe turmoil. The debt and equity capital markets in the
United States have been negatively impacted by significant write-offs in the financial
services sector relating to sub-prime mortgages and the re-pricing of credit risk,
among other things. These events, along with the deterioration of the housing market,
the failure of major financial institutions and the resulting United States federal
government actions led to worsening general economic conditions, which materially
and adversely impacted the broader financial and credit markets and reduced the
availability of debt and equity capital for the market as a whole and financial firms in
particular. Such market conditions may increase the volatility of the value of securities
owned by the Fund, may make it more difficult for the Fund to accurately value its
securities or to sell its securities on a timely basis and may adversely affect the ability
of the Fund to borrow for investment purposes and increase the cost of such
borrowings, which would reduce returns to the holders of Common Shares. These
developments adversely affected the broader economy, and may continue to do so,
which in turn may adversely affect issuers of securities owned by the Fund. Such
developments could, in turn, reduce the value of securities owned by the Fund and
adversely affect the net asset value of the Common Shares. Recently markets have
witnessed more stabilized economic activity as expectations for an economic recovery
increased. However, risks to a robust resumption of growth persist. A return to
unfavorable economic conditions or sustained economic slowdown could adversely
impact the Fund s portfolio.

Eurozone Risk. The European financial markets have recently experienced volatility

and adverse trends due to concerns about economic downturns or rising government

debt levels in several European countries, including Greece, Ireland, Italy, Portugal

and Spain. Continuing uncertainty as to the status of the Euro and the European
Monetary Union (the EMU ) has created significant volatility in currency and financial
markets generally. Investing in Euro-denominated securities entails risk of being
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exposed to a currency that may not fully reflect the strengths and weaknesses of the
disparate European economies. In addition, it is possible that the Euro could be

abandoned in the future by countries that have adopted its use. The effects of the
collapse of the Euro, or of
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the exit of one or more countries from the EMU, on the United States and global
economy and securities markets could have a significant adverse impact on the value
and risk profile of the Fund s investments. If one or more EMU countries were to stop
using the Euro as its primary currency, the Fund s investments in such countries may
be redenominated into a different or newly adopted currency. As a result, the value of
those investments could decline significantly and unpredictably. In addition, securities
or other investments that are redenominated may be subject to foreign currency risk,
liquidity risk and valuation risk to a greater extent than similar investments currently
denominated in Euros. To the extent a currency used for redenomination purposes is
not specified in respect of certain EMU-related investments, or should the Euro cease
to be used entirely, the currency in which such investments are denominated may be
unclear, making such investments particularly difficult to value or dispose of. The
Fund may incur additional expenses to the extent it is required to seek judicial or other
clarification of the denomination or value of such securities.

Legislation and Regulation Risk. The Dodd-Frank Wall Street Reform and Consumer
Protection Act (the Dodd-Frank Act ), which was signed into law in July 2010, has
resulted in a significant revision of the U.S. financial regulatory framework. The
Dodd-Frank Act covers a broad range of topics. The regulation of various types of
derivative instruments pursuant to the Dodd-Frank Act may adversely affect the Fund
or its counterparties. The ultimate impact of the Dodd-Frank Act, and any resulting
regulation, is not yet certain and issuers of securities in which the Fund invests may
also be affected by the new legislation and regulation in ways that are currently
unknown and unforeseeable. In connection with an ongoing review by the SEC and its
staff of the regulation of investment companies use of derivatives, on August 31,
2011, the SEC issued a concept release to seek public comment on a wide range of
issues raised by the use of derivatives by investment companies. While the nature of
any such regulations is uncertain at this time, it is possible that such regulations could
limit the implementation of the Fund s options strategy or other uses of derivatives,
which could have an adverse impact on the Fund. At any time after the date of this
prospectus, legislation may be enacted that could negatively affect the assets of the
Fund or the issuers of such assets. Changing approaches to regulation may have a
negative impact on the Fund or entities in which the Fund invests. Legislation or
regulation may also change the way in which the Fund itself is regulated. There can be
no assurance that future legislation, regulation or deregulation will not have a material
adverse effect on the Fund or will not impair the ability of the Fund to achieve its
investment objectives.

When-Issued and Delayed Delivery Transactions Risk. Securities purchased on a
when-issued or delayed delivery basis may expose the Fund to counterparty risk of
default as well as the risk that securities may experience fluctuations in value prior to
their actual delivery. The Fund generally will not accrue income with respect to a
when-issued or delayed delivery security prior to its stated delivery date. Purchasing
securities on a when-issued or delayed delivery basis can involve the additional risk
that the price or yield available in the market when the delivery takes place may not
be as favorable as that obtained in the transaction itself.

Repurchase Agreement Risk. A repurchase agreement exposes the Fund to the risk that
the party that sells the security may default on its obligation to repurchase it. The
Fund may lose money because it cannot sell the security at the agreed-upon time and
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price or the security loses value before it can be sold. In the event of the bankruptcy or
other default of a seller of a repurchase
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agreement, the Fund could experience both delays in liquidating the underlying
securities and losses. In such an event, the Fund would subject to risks associated with
possible decline in the value of the underlying security during the period in which the
Fund seeks to enforce its rights thereto, possible lack of access to income on the
underlying security during this period, and expenses of enforcing its rights. In
addition, the exercise of the Fund s right to liquidate the collateral underlying the
repurchase agreement could involve certain costs or delays and, to the extent that
proceeds from any sale upon a default of the obligation to repurchase were less than
the repurchase price, the Fund could suffer a loss.

Securities Lending Risk. Securities lending is subject to the risk that loaned securities
may not be available to the Fund on a timely basis and the Fund may therefore lose

the opportunity to sell the securities at a desirable price. Any loss in the market price

of securities loaned by the Fund that occurs during the term of the loan would be

borne by the Fund and would adversely affect the Fund s performance. Also, there may
be delays in recovery, or no recovery, of securities loaned or even a loss of rights in

the collateral should the borrower of the securities fail financially while the loan is
outstanding.

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

Potential Conflicts Of Interest Risk. The Adviser and its affiliates provide a wide array
of portfolio management and other asset management services to a mix of clients and
may engage in ordinary course activities in which their interests or those of their
clients may compete or conflict with those of the Fund. The Adviser and its affiliates
may provide investment management services to other funds that follow investment
objectives similar to those of the Fund. In certain circumstances, and subject to its
fiduciary obligations under Advisers Act, the Adviser may have to allocate a limited
investment opportunity among its clients. For additional information about potential
conflicts of interest, and the way in which the Adviser and its affiliates address such
conflicts please see Investment Advisory and Other Services Potential Conflicts of
Interest in the SAL

Market Discount Risk. Shares of closed-end management investment companies
frequently trade at a discount from their net asset value, which is a risk separate and
distinct from the risk that the Fund s net asset value could decrease as a result of its
investment activities. Costs incurred in connection with an offering of Common

Shares will be borne entirely by the Fund, which may reduce the Fund s net asset value
per share. The sale of Common Shares by the Fund (or the perception that such sales
may occur) may have an adverse effect on prices of Common Shares in the secondary

37



Edgar Filing: Invesco High Income Trust Il - Form N-2

market. An increase in the number of Common Shares available may put downward
pressure on the market price for Common Shares. The Fund may, from time to time,
seek the consent of
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Common Shareholders to permit the issuance and sale by the Fund of Common Shares
at a price below the Fund s then current net asset value, subject to certain conditions,
and such sales of Common Shares at price below net asset value, if any, may increase
downward pressure on the market price for Common Shares. These sales, if any, also
might make it more difficult for the Fund to sell additional Common Shares in the
future at a time and price it deems appropriate.

Maintenance of Leverage Risk. Issuance of additional Common Shares will result in
an increase in the assets of the Fund. To the extent that the Fund desires to maintain
its level of leverage, as a percentage of the assets of the Fund, the Fund will be
required to increase its borrowings or utilize other forms of leverage. The Fund may
incur costs in connection with issuing additional leverage, and there can be no
assurance that the Fund can obtain additional leverage at favorable rates. An inability
by the Fund to maintain its leverage, as a percentage of the assets of the Fund, or to do
so at favorable rates, may negatively impact the Fund s financial performance,
including its ability to sustain current levels of distributions on Common Shares.

Dilution Risk. The voting power of current Common Shareholders will be diluted to
the extent that current Common Shareholders do not purchase Common Shares in any
future offerings of Common Shares or do not purchase sufficient Common Shares to
maintain their percentage interest. If the Fund is unable to invest the proceeds of such
offering as intended, the Fund s per Common Share distribution may decrease and the
Fund may not participate in market advances to the same extent as if such proceeds
were fully invested as planned. If the Fund sells Common Shares at a price below net
asset value pursuant to the consent of Common Shareholders, shareholders will
experience a dilution of the aggregate net asset value per Common Share because the
sale price will be less than the Fund s then-current net asset value per Common Share.
Similarly, were the expenses of the offering to exceed the amount by which the sale
price exceeded the Fund s then current net asset value per Common Share,
shareholders would experience a dilution of the aggregate net asset value per
Common Share. This dilution will be experienced by all shareholders, irrespective of
whether they purchase Common Shares in any such offering.

Anti-Takeover Provisions

In The Fund s Governing

Documents The Fund s Certificate of Trust, as amended, the Fund s Agreement and Declaration of
Trust (the Declaration of Trust ) and the Fund s By-Laws (collectively, the Governing
Documents ) include provisions that could limit the ability of other entities or persons
to acquire control of the Fund or convert the Fund to an open-end fund. These
provisions could have the effect of depriving the Common Shareholders of
opportunities to sell their Common Shares at a premium over the then-current market
price of the Common Shares. See Anti-Takeover and Other Provisions in the Fund s
Governing Documents and Risks Anti-Takeover Provisions in the Fund s Governing
Documents.

Administrator The Fund has entered into a master administrative services agreement with the
Adpviser, pursuant to which the Adviser performs or arranges for the provision of
accounting and other administrative services to the Fund that are not required to be
performed by the Adviser under the Advisory Agreement.
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Transfer Agent
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The custodian for the Fund is State Street Bank and Trust Company, 225 Franklin
Street, Boston, Massachusetts 02110-2801. The transfer agent and dividend paying
agent for the Fund is Computershare Trust Company, N.A., P.O. Box 43078,
Providence, Rhode Island 02940-3078.
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SUMMARY OF FUND EXPENSES

The following table contains information about the costs and expenses that Common Shareholders will bear directly
or indirectly. The table is based on the capital structure of the Fund as of February 28, 2015 (except as noted below).
The purpose of the table and the example below is to help you understand the fees and expenses that you, as a holder
of Common Shares, would bear directly or indirectly.

Common Shareholder Transaction Expenses

6]

(@)

3
@

&)

©

Sales load paid by you (as a percentage of offering price) @
Offering expenses borne by Common Shareholders (as a

percentage of offering price) @™
Dividend Reinvestment Plan fees(® None

Percentage of Net Assets
Attributable to Common

Shares®
Annual Expenses
Management fees®) 0.95%
Interest payments on borrowed
funds® 0.38%
Other expenses© 0.20%
Total annual expenses 1.53%

If Common Shares to which this Prospectus relates are sold to or through underwriters, the Prospectus
Supplement will set forth any applicable sales load and the estimated offering expenses borne by the Fund.
Common Shareholders will pay service fee of $2.50 and brokerage charges if they direct the Plan Agent to sell
Common Shares held in a dividend reinvestment account. See Automatic Dividend Reinvestment Plan.

Based upon average net assets applicable to Common Shares during the period ended February 28, 2015.

The Fund pays the Adviser an annual fee, payable monthly, in an amount equal to 0.70% of the Fund s average
daily Managed Assets. The fee shown above is based upon outstanding borrowings of 26% of the Fund s total
assets. If borrowings of more than 26% of the Fund s total assets is used, the management fees shown would be
higher.

Based upon the Fund s outstanding borrowings as of February 28, 2015 of approximately $50.55 million and the
average daily weighted interest rate for the fiscal year ended February 28, 2015 of 0.96%.

Other expenses are based on estimated amounts for the current fiscal year.

Example

As required by relevant Securities and Exchange Commission regulations, the following example illustrates the
expenses that you would pay on a $1,000 investment in Common Shares, assuming (1) Total annual expenses of
1.53% of net assets attributable to Common Shares and (2) a 5% annual return®:
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1 Year 3 Years 5 Years 10 Years
Total Expenses paid by Common Shareholders() $ 16 $ 48 $ 83 $ 182

The Example should not be considered a representation of future expenses or returns. Actual expenses
may be higher or lower than those assumed. Moreover, the Fund s actual rate of return may be higher or
lower than the hypothetical 5% return shown in the example. The example assumes that all dividends and
distributions are reinvested at net asset value.

The example above does not include sales loads or estimated offering costs. In connection with an offering of
Common Shares, the Prospectus Supplement will set forth an Example including sales load and estimated
offering costs.

16
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FINANCIAL HIGHLIGHTS

The financial highlights table is intended to help you understand the Fund s financial performance. For the fiscal years
ended February 28, 2015, February 28, 2014, February 28, 2013, February 29, 2012, the two month period ended
February 28, 2011 and the fiscal year ended December 31, 2010, the information in this table is derived from the

Fund s financial statements for the fiscal year ended February 28, 2015, audited by PricewaterhouseCoopers LLP,
independent registered public accounting firm for the Fund, whose report on such financial statements, together with
the financial statements of the Fund, are included in the Fund s annual report to shareholders for the period ended
February 28, 2015, and are incorporated by reference into the SAL

The following schedule presents financial highlights for a common share of the Trust outstanding throughout the
periods indicated.

Years ended Years ended Two months
Year ended ended Years ended
February 28, February 28, February 29, February 28, December 31,
2015 2014 2013 2012 2011 2010 2009*

Net asset value
per common
share, beginning
of period $17.88 $17.51 $16.38 $ 16.63 $ 16.16 $ 15.38 $ 1045
Net investment
income® 1.18 1.28 1.35 1.37 0.24 1.61 1.83
Net gains
(losses) on
securities (both
realized and
unrealized) (0.66) 0.46 1.17 (0.23) 0.46 0.73 4.93
Distributions
paid to preferred
shareholders
from net
investment
income N/A N/A N/A N/A N/A (0.01) (0.42)
Total from
investment
operations 0.52 1.74 2.52 1.14 0.70 2.33 6.34
Less dividends
paid to common
shareholders
from net
investment
income (1.29) (1.37) (1.39) (1.39) (0.23) (1.55) (1.41)
Net asset value
per common
share, end of
period $17.11 $17.88 $17.51 $ 1638 $ 16.63 $ 16.16 $ 1538

$15.29 $16.65 $18.03 $ 16.89 % 16.52 $ 16.02 $ 1448
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Market value
per common
share, end of
period

Total return at
net asset value®
Total return at
market value(©
Net assets
applicable to
common shares,
end of period
(000 s omitted)
Portfolio
turnover rate(@

3.73%

(0.46)%

$138,940

99%
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10.95%

0.34%

$145,197 $142,161 $

74%

15.74%

15.57%

58%

7.26%

11.33%

61,755

60%

4.37%

4.59%

$ 62,711

18%

Ratios/supplemental data based on average net assets applicable to common shares:

Ratio of
expenses:

With fee
waivers and/or
expense
reimbursements
With fee
waivers and/or
expense
reimbursements
excluding
interest,
facilities and
maintenance
fees®

Without fee
waivers and/or
expense
reimbursements
Ratio of net
investment
income before
preferred share
dividends
Preferred share
dividends

Ratio of net
investment
income after
preferred share
dividends
Senior
securities:
Total amount of
preferred shares

1.49%©

1.11%®

1.53%©

6.81%©

N/A

6.81%©

N/A

1.54%

1.13%

1.63%

7.36%

N/A

7.36%

N/A

1.67%

1.20%

1.83%

7.96%

N/A

7.96%

N/A

2.38%

1.95%

2.38%

8.69%

N/A

8.69%

N/A

2.44%®

1.71%®

2.44%®

8.93%

N/A

8.93%

N/A

15.55%

21.67% 83.40%

$60,916 $ 57,997

135% 58%
2.57%® 2.31%®
1.74%®
2.61%® 2.40%®

10.34% 14.13%
(0.03)% N/A
10.31% 10.90%

N/A $  4,4000
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outstanding
(000 s omitted)
Asset coverage
per $1,000 unit
of senior
indebtedness()
Asset coverage
per preferred
share ®)
Liquidating
preference per
preferred share
Total
borrowings
(000 s omitted)

$3,749

N/A

N/A

$50,550
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$3,872 $3.812 $ 3,628 § 3412
N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A
$50,550  $50,550 $ 23,500 $ 26,000 $26,000
17

$ 354,600

$ 25,000

$ 28,000
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2008*
Net asset value per common share, beginning of
period $20.40
Net investment income(® 2.45
Net gains (losses) on securities (both realized and
unrealized) (9.90)
Less: Distributions paid to preferred shareholders
from net investment income (1.00)
Total from investment operations (8.45)
Less: Dividends paid to common shareholders from
net investment income (1.50)
Net asset value per common share, end of period $10.45
Market value per common share, end of period $8.90
Total return at net asset value®
Total return at market value© (45.03)%
Net assets applicable to common shares, end of
period (000 s omitted) $39.,414
Portfolio turnover rate(@ 46%

Years ended December 31,

2007*

$21.45
2.55

(1.00)

(0.95)
0.60

(1.65)

$20.40
$18.15
(1.71)%

$76,998
37%

2006%*

$21.40
2.45

0.25

(0.85)
1.85

(1.80)
$21.45
$20.10
6.02%

$81,081
48%

Ratios/supplemental data based on average net assets applicable to common shares:

Ratio of expenses:

With fee waivers and/or expense reimbursements 1.94%(©
With fee waivers and/or expense reimbursements

excluding interest, facilities and maintenance fees®

Without fee waivers and/or expense reimbursements 2.04%©
Ratio of net investment income before preferred

share dividends 14.65%©
Preferred share dividends

Ratio of net investment income after preferred share

dividends 8.56%©
Senior securities:

Total amount of preferred shares outstanding (000 s

omitted) $32,4000

Asset coverage per $1,000 unit of senior

indebtedness()

Asset coverage per preferred share ) $55,444

Liquidating preference per preferred share 25,000

Total borrowings (000 s omitted) N/A
18

1.84%

1.93%

12.06%

7.61%

$65,4000

$54,487
25,000
N/A

2.00%

2.05%

11.69%

7.70%

$65,4000)

$56,040
$25,000
N/A

$

2005

4.76
0.52

(0.45)

(0.11)
(0.04)

(0.44)
4.28
4.14

(11.46)%

80,831
62%
2.43%

1.37%

11.89%

9.24%

$65,4000

$55,933
$25,000
N/A
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(@)
(b)

(©)

(d

®
(8
(h)
)

)

(9]

N/A

Calculated using average shares outstanding.

Includes adjustments in accordance with accounting principles generally accepted in the United States of
America and as such, the net asset value for financial reporting purposes and the returns based upon those net
asset values may differ from the net asset value and returns for shareholder transactions. Not annualized for
periods less than one year, if applicable.

Total return assumes an investment at the common share market price at the beginning of the period indicated,
reinvestment of all distributions for the period in accordance with the Trust s dividend reinvestment plan, and sale
of all shares at the closing common share market price at the end of the period indicated. Not annualized for
periods less than one year, if applicable.

Portfolio turnover is calculated at the fund level and is not annualized for periods less than one year, if applicable.
For the year ending February 28, 2013, the portfolio turnover calculation excludes the value of securities
purchases of $94,353,288 and sold of $25,036,644 in the effort to realign the Trust s portfolio holdings after the
reorganization of Invesco High Yield Investments Fund, Inc. into the Trust.

Ratios are based on average daily net assets applicable to common shares (000 s omitted) of $141,229
Annualized.

Ratios do not reflect the effect of dividend payments to preferred shareholders.

For the years ended October 31, 2010 and prior, ratio does not exclude facilities and maintenance fees.

Total shares outstanding for the year ended December 31, 2009, 2008, 2007, 2006 and 2005, respectively, was
176, 1,296, 2,616, 2,616 and 2,616.

Calculated by subtracting the Trust s total liabilities (not including the preferred shares and the borrowings) from
the Trust s total assets and dividing this by the total number of senior indebtedness units, where one unit equals
$1,000 of senior indebtedness.

Calculated by subtracting the Trust s total liabilities (not including preferred shares) from the Trust s total assets
and dividing this by preferred shares outstanding.

= Not Applicable

Share amounts, net asset values and common share market prices have been adjusted as a result of the 1-for-5
reverse common share split on May 22, 2009.

19
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SENIOR SECURITIES

The following table sets forth information about the Fund s outstanding senior securities as of the end of each of the
last ten fiscal years. This information for the fiscal years ended February 28, 2015, February 28, 2014, February 28,
2013, February 29, 2012, the two month period ended February 28, 2011 and the fiscal year ended December 31, 2010
has been audited by PricewaterhouseCoopers LLP, independent registered public accounting firm for the Fund.

Asset Coverage Per

Preferred Involuntary  Average
Total Principal Share/$1,000 Liquidating =~ Market
Amount of Preference  Value Per
Class and Fiscal Year Outstanding Borrowings Per Unit Unit
Auction Preferred Shares
December 31, 2009 $ 4,400,000 $ 354,600 $ 25,000 N/A
December 31, 2008 $ 32,400,000 $ 55,444 $ 25,000 N/A
December 31, 2007 $ 65,400,000 $ 54,487 $ 25,000 N/A
December 31, 2006 $ 65,400,000 $ 56,040 $ 25,000 N/A
December 31, 2005 $ 65,400,000 $ 55,933 $ 25,000 N/A
Borrowings
February 28, 2015 $ 50,550,000 $ 3,749 N/A N/A
February 28, 2014 $ 50,550,000 $ 3,872 N/A N/A
February 28, 2013 $ 50,550,000 $ 3,812 N/A N/A
February 29, 2012 $ 23,500,000 $ 3,628 N/A N/A
February 28, 2011 $ 26,000,000 $ 3,412 N/A N/A
December 31, 2010 $ 26,000,000 $ 3,342 N/A N/A
December 31, 2009 $ 28,000,000 $ 3,229 N/A N/A
20
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THE FUND

Invesco High Income Trust II (the Fund ) is a diversified, closed-end management investment company registered
under the Investment Company Act of 1940, as amended (the 1940 Act ) and organized as a statutory trust under the
laws of the State of Delaware. The Fund was originally organized as a Massachusetts business trust on February 15,
1989. The Fund commenced operations on April 28, 1989. Effective as of August 27, 2012, the Fund completed a
redomestication to a Delaware statutory trust. The Fund s principal office is located at 1555 Peachtree Street, N.E.,
Atlanta, Georgia 30309 and its phone number is (404) 439-3217.

USE OF PROCEEDS

Unless otherwise specified in a Prospectus Supplement, the Fund intends to invest the net proceeds of an offering of

its common shares (the Common Shares ) in accordance with its investment objective and policies as stated herein. It is
currently anticipated that the Fund will be able to invest substantially all of the net proceeds of an offering of

Common Shares in accordance with its investment objective and policies within three to six months after the

completion of any such offering or the receipt of such proceeds. Pending such investment, it is anticipated that the
proceeds will be invested in cash, cash equivalents or other securities, including U.S. government securities or high
quality, short-term debt securities. The Fund may also use the proceeds for working capital purposes, including the
payment of distributions, interest and operating expenses, although the Fund currently has no intent to issue Common
Shares primarily for this purpose.

MARKET AND NET ASSET VALUE INFORMATION

The Fund s currently outstanding Common Shares are listed on the New York Stock Exchange (the NYSE ) under the
symbol VLT and the Common Shares offered by this Prospectus, subject to notice of issuance, will also be listed on
the NYSE. The Fund s Common Shares commenced trading on the NYSE in April 1989.

Shares of closed-end investment companies frequently trade at a discount from net asset value. The Common Shares
have traded both at a premium and at a discount in relation to the Fund s net asset value per share. Although the
Common Shares recently have traded at a premium to net asset value, there can be no assurance that this will continue
after the offering nor that the Common Shares will not trade at a discount in the future. Shares of closed-end
investment companies frequently trade at a discount to net asset value. Costs incurred in connection with an offering

of Common Shares will be borne entirely by the Fund, which may reduce the Fund s net asset value per share. The sale
of Common Shares by the Fund (or the perception that such sales may occur) may have an adverse effect on prices of
Common Shares in the secondary market. An increase in the number of Common Shares available may put downward
pressure on the market price for Common Shares. See Risks Risks Associated with Offerings Market Discount Risk.

The following table sets forth, for each of the periods indicated, the high and low closing market prices for the

Common Shares on the NYSE, the net asset value per Common Share and the premium or discount to net asset value

per Common Share at which the Common Shares were trading. Net asset value is generally determined on each day

that the NYSE is open for business. See Net Asset Value for information as to the determination of the Fund s net asset
value.

Net Asset Value per ConBinemium/(Discount) on Date of
NYSE Market Share on Date of Market Pridarket Price High and

Price Per Share High and Low(® Low®
During Quarter Ended High Low High Low High Low
May 31, 2015 $15.35  $14.78 $17.14 $16.74 (10.44)% (11.71)%
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February 28, 2015
November 30, 2014
August 31, 2014
May 31, 2014
February 28, 2014
November 30, 2013
August 31, 2013
May 31, 2013
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$15.33
$16.53
$17.15
$17.00
$16.83
$16.40
$17.38
$18.52

$14.20
$14.85
$16.01
$16.44
$15.67
$15.54
$15.11
$17.26

21

$17.10
$17.81
$18.09
$17.94
$17.89
$17.47
$17.68
$18.21

$15.94
$16.68
$17.39
$17.70
$17.43
$16.78
$16.62
$17.50

(10.35)%
(7.19)%
(5.20)%
(5.24)%
(5.93)%
6.12)%
(1.70)%

1.70%

(10.92)%
(10.97)%
(7.94)%
(7.12)%
(10.10)%
(7.39)%
(9.08)%
(1.37)%
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(1) Based on the Fund s computations.

() Calculated based on the information presented. Percentages are rounded.

The last reported sale price, net asset value per Common Share and percentage discount to net asset value per
Common Share on July 17, 2015 was $14.30, $16.57 and 13.70%, respectively. The Fund cannot predict whether its
Common Shares will trade in the future at a premium to or discount from net asset value, or the level of any premium
or discount. As of June 30, 2015, 8,118,429 Common Shares of the Fund were outstanding.

INVESTMENT OBJECTIVE AND POLICIES
Investment Objective

The Fund s investment objective is to provide to its common shareholders (the Common Shareholders ) high current
income, while seeking to preserve shareholders capital, through investment in a professionally managed, diversified
portfolio of high-income producing fixed-income securities. There can be no assurance that the Fund will achieve its
investment objective or be able to structure its investments as anticipated. The investment objective is fundamental

and may not be changed without approval of a majority of the Fund s outstanding voting securities, as defined in the
1940 Act. The Fund cannot assure investors that it will achieve its investment objective.

Investment Policies

The Fund will invest primarily in high income producing fixed-income securities rated in the medium and lower

categories by established rating agencies, or unrated securities determined by the Adviser to be of comparable quality.
Medium and lower grade securities are those rated BB or lower by Standard & Poor s Financial Services LLC, a

subsidiary of The McGraw-Hill Companies, Inc. ( S&P ) or Ba or lower by Moody s Investors Service, Inc. ( Moody s ),
or securities that are not rated by either such rating agency but are believed by the Adviser to be of comparable

quality. No limitation exists as to the rating category in which the Fund may invest. High income producing

fixed-income securities are generally corporate fixed-income securities rated between BB/Ba and C/C by S&P and

Moody s and are frequently issued by corporations in the growth stage of their development. Securities which are rated

BB, B, CCC, CC and C are regarded by S&P, on balance, as predominantly speculative with respect to capacity to pay
interest and repay principal in accordance with the terms of the obligation.

In normal market conditions, at least 65% of the Fund s assets will be invested in fixed-income securities. The
fixed-income securities in which the Fund will invest will consist primarily of debt securities. Fixed-income securities
which may be acquired by the Fund include all types of debt obligations having varying terms with respect to security
or credit support, subordination, purchase price, interest payments and maturity. Such obligations may include, for
example, bonds, debentures, notes and obligations issued or guaranteed by the United States government or any of its
political subdivisions, agencies or instrumentalities. Most debt securities in which the Fund will invest will bear
interest at fixed rates. However, the Fund reserves the right to invest without limitation in fixed-income securities that
have variable rates of interest or involve equity features, such as contingent interest or participation based on
revenues, sales or profits. Fixed-income securities which may be acquired also include preferred stocks that have
cumulative or non-cumulative dividend rights. Fixed-income securities also include convertible securities and zero
coupon securities.

The Fund may invest up to 35% of its total assets in securities rated higher than BB by S&P or higher than Ba by
Moody s or unrated securities of comparable quality and may invest a higher percentage, up to 100% of its total assets,
in such higher rated securities (i) when the difference in yields between quality classifications is relatively narrow,

(i1) when, consistent with seeking to maintain the dollar-weighted average maturity of the Fund s portfolio of up to 12
years, high income producing fixed-income securities of appropriate maturities are unavailable or are available only at
prices that the Adviser deems are unfavorable or (iii) when the Adviser determines that market conditions warrant a
temporary, defensive policy.
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The Fund will seek to preserve capital through portfolio diversification and by limiting investments to fixed-income
securities which the Adviser believes entail reasonable credit risk. The Fund has a non-fundamental investment policy
of maintaining a dollar-weighted average portfolio maturity of up to 12 years, with no limitation on the maturity of
individual securities that it may be acquire.

22
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Convertible Securities. Fixed-income securities in which the Fund may invest include convertible securities. A
convertible security is a bond, debenture, note, preferred stock or other security that may be converted into or
exchanged for, or may otherwise entitle the holder to purchase, a prescribed amount of common stock or any equity
security of the same or a different issuer within a particular period of time at a specified price or formula. A
convertible security entitles the holder to receive interest paid or accrued on debt or the dividend paid on preferred
stock until the convertible security matures or is redeemed, converted or exchanged. In selecting convertible securities
for the Fund, the following factors, among others, will be considered by the Adviser: (1) the Adviser s own evaluations
of the creditworthiness of the issuers of the securities; (2) the interest or dividend income generated by the securities;
(3) the potential for capital appreciation of the securities and the underlying common stock; (4) the prices of the
securities relative to the underlying common stocks; (5) the prices of the securities relative to other comparable
securities; (6) whether the securities are entitled to the benefits of sinking funds or other protective conditions;

(7) diversification of the Fund s portfolio as to issuers and industries; and (8) whether the securities are rated by
Moody s and/or S&P and, if so, the ratings assigned.

Zero Coupon Securities. Fixed-income securities in which the Fund may invest also include zero coupon securities
issued by corporations and other private entities. The Fund is permitted to invest up to 10% of its total assets in zero
coupon securities. Zero coupon securities do not entitle the holder to any periodic payments of interest prior to
maturity and therefore are issued and trade at a discount from their face or par value.

Loans. Consistent with the Fund s strategy of investing in income securities, the Fund may invest up to 20% of its total
assets in fixed and floating rate loans. Loans are typically arranged through private negotiations between the borrower
and one or more lenders. Loans generally have a more senior claim in the borrower s capital structure relative to
corporate bonds or other subordinated debt. The loans in which the Fund invests are generally in the form of loan
assignments and participations of all or a portion of a loan from another lender. In the case of an assignment, the Fund
acquires direct rights against the borrower on the loan, however, the Fund s rights and obligations as the purchaser of
an assignment may differ from, and be more limited than, those held by the assigning lender. In the case of a
participation, the Fund typically has the right to receive payments of principal, interest and any fees to which it is
entitled only from the lender selling the participation and only upon receipt by the lender of the payments from the
borrower. In the event of insolvency of the lender selling the participation, the Fund may be treated as a general
creditor of the lender and may not benefit from any setoff between the lender and the borrower.

Restricted and Illiquid Securities. The Fund may invest up to 20% of its total assets in fixed-income securities that are
not readily marketable, including securities restricted as to resale. No security that is not readily marketable will be
acquired unless the Adviser believes such security to be of comparable quality to publicly-traded securities in which
the Fund may invest. Certain fixed-income securities are somewhat liquid and may become more liquid as secondary
markets for these securities continue to develop. These securities will be included in, or excluded from, the 20%
limitation on a case-by-case basis by the Adviser under the supervision of the Board of Trustees, depending on the
perceived liquidity of the security and market involved.

Non-Dollar Denominated Securities. The Fund may invest a portion or all of its total assets in securities issued by
foreign governments or foreign corporations; provided, however, that the Fund may not invest more than 30% of its
total assets in non-U.S. dollar denominated securities. The same quality levels currently permitted by the Fund for all
investments will apply to foreign investments. The Fund may invest in securities of issuers determined by the Adviser
to be in developing or emerging market countries. The foregoing percentage and rating limitations apply at the time of
acquisition of a security based on the last previous determination of the Fund s net asset value. Any subsequent change
in any rating by a rating service or change in percentages resulting from market fluctuations or other changes in the
Fund s total assets will not require elimination of any security from the Fund s portfolio. The Fund may purchase and
sell foreign currency on a spot (i.e., cash) basis in connection with the settlement of transactions in securities traded in
such foreign currency.
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Derivatives. The Fund can invest in derivative instruments, including swap contracts (including credit default swaps,
total return swaps, interest rate swaps and volatility swaps), options (including interest rate options, credit default
swap options and swaptions), futures contracts (including interest rate futures) and forward foreign currency contracts.
The Fund can use swap contracts, including interest rate swaps, to hedge or adjust its exposure to
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interest rates, and credit default swaps to create long or short exposure to corporate or sovereign debt securities. The
Fund can further use total return swaps to gain exposure to a reference asset and volatility swaps to adjust the
volatility profile of the Fund. The Fund can use options, including credit default swap options, to gain the right to
enter into a credit default swap at a specified future date and swaptions (options on swaps) to manage interest rate risk.
The Fund can use interest rate futures contracts to increase or reduce its exposure to rate changes. The Fund can
engage in forward foreign currency contracts to mitigate the risk of foreign currency exposure.

Money Market Funds. To the extent permitted by applicable law and the Fund s investment objectives, policies, and
restrictions, the Fund may invest all or some of its short-term cash investments in money market funds, including
money market fund advised or managed by the Adviser or its affiliates. When the Fund purchases shares of another
investment company, including an affiliated money market fund, the Fund will indirectly bear its proportionate share
of the advisory fees and other operating expenses of such investment company and will be subject to the risks
associated with the portfolio investments of the underlying investment company.

THE FUND S INVESTMENTS
Investment Grade Debt Obligations

Debt obligations include, among others, bonds, notes, debentures and variable rate demand notes. They may be U.S.
dollar-denominated debt obligations issued or guaranteed by U.S. corporations or U.S. commercial banks, U.S.
dollar-denominated obligations of foreign issuers and debt obligations of foreign issuers denominated in foreign
currencies. In choosing corporate debt securities on behalf of the Fund, portfolio managers may consider:

(i) general economic and financial conditions;

(i1) the specific issuer s (a) business and management, (b) cash flow, (c) earnings coverage of interest and
dividends, (d) ability to operate under adverse economic conditions, (e) fair market value of assets, and (f) in
the case of foreign issuers, unique political, economic or social conditions applicable to such issuer s country;
and

(iii) other considerations deemed appropriate.
Debt securities are subject to a variety of risks, such as interest rate risk, income risk, prepayment risk, inflation risk,
credit risk, currency risk and default risk.

Non-Investment Grade Debt Obligations (Junk Bonds)

Bonds rated Ba or below by Moody s and/or BB or below by S&P or Fitch Ratings, Ltd. are typically considered
non-investment grade or junk bonds. Analysis of the creditworthiness of junk bond issuers is more complex than that
of investment-grade issuers and the success of the Adviser in managing these decisions is more dependent upon its

own credit analysis than is the case with investment-grade bonds.

The capacity of junk bonds to pay interest and repay principal is considered speculative. While junk bonds may
provide an opportunity for greater income and gains, they are subject to greater risks than higher-rated debt securities.
The prices of and yields on junk bonds may fluctuate to a greater extent than those of higher-rated debt securities.
Junk bonds are generally more sensitive to individual issuer developments, economic conditions and regulatory
changes than higher-rated bonds. Issuers of junk bonds are often issued by smaller, less-seasoned companies or
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companies that are highly leveraged with more traditional methods of financing unavailable to them. Junk bonds are
generally at a higher risk of default because such issues are often unsecured or otherwise subordinated to claims of the
issuer s other creditors. If a junk bond issuer defaults, the Fund may incur additional expenses to seek recovery. The
secondary markets in which junk bonds are traded may be thin and less liquid than the market for higher-rated debt
securities and the Fund may have difficulty selling certain junk bonds at the desired time and price. Less liquidity in
secondary trading markets could adversely affect the price at which the Fund could sell a particular junk bond, and
could cause large fluctuations in the net asset value of that Fund s shares. The lack of a liquid secondary market may
also make it more difficult for the Fund to obtain accurate market quotations in valuing junk bond assets and elements
of judgment may play a greater role in the valuation.
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U.S. Corporate Debt Obligations

Corporate debt obligations are debt obligations issued or guaranteed by corporations that are denominated in U.S.
dollars. Such investments may include, among others, commercial paper, bonds, notes, debentures, variable rate
demand notes, master notes, funding agreements and other short-term corporate instruments. Commercial Paper
consists of short-term promissory notes issued by corporations. Commercial paper may be traded in the secondary
market after its issuance. Variable rate demand notes are securities with a variable interest which is readjusted on
pre-established dates. Variable rate demand notes are subject to payment of principal and accrued interest (usually
within seven days) on the Fund s demand. Master notes are negotiated notes that permit the investment of fluctuating
amounts of money at varying rates of interest pursuant to arrangements with issuers who meet the credit quality
criteria of the Fund. The interest rate on a master note may fluctuate based upon changes in specified interest rates or
be reset periodically according to a prescribed formula or may be a set rate. Although there is no secondary market in
master notes, if such notes have a demand feature, the payee may demand payment of the principal amount of the note
upon relatively short notice. Funding agreements are agreements between an insurance company and the Fund
covering underlying demand notes. Although there is no secondary market in funding agreements, if the underlying
notes have a demand feature, the payee may demand payment of the principal amount of the note upon relatively short
notice. Master notes and funding agreements are generally illiquid and therefore subject to any applicable restrictions
on investment in illiquid securities.

Loans, Loan Participations and Assignments

Loans and loan participations are interests in amounts owed by a corporate, governmental or other borrowers to
another party. They may represent amounts owed to lenders or lending syndicates, to suppliers of goods or services, or
to other parties. The Fund will have the right to receive payments of principal, interest and any fees to which it is
entitled only from the lender selling the participation and only upon receipt by the lender of the payments from the
borrower. In connection with purchasing participations, the Fund generally will have no right to enforce compliance
by the borrower with the terms of the loan agreement relating to the loan, nor any rights of set-off against the
borrower, and the Fund may not directly benefit from any collateral supporting the loan in which it has purchased the
participation. As a result, the Fund will be subject to the credit risk of both the borrower and the lender that is selling
the participation. In the event of the insolvency of the lender selling a participation, the Fund may be treated as a
general creditor of the lender and may not benefit from any set-off between the lender and the borrower.

When the Fund purchases assignments from lenders, it acquires direct rights against the borrower on the loan.
However, because assignments are arranged through private negotiations between potential assignees and potential
assignors, the rights and obligations acquired by the Fund as the purchaser of an assignment may differ from, and be
more limited than, those held by the assigning lender. In addition, if the loan is foreclosed, the Fund could be part
owner of any collateral and could bear the costs and liabilities of owning and disposing of the collateral.

Investments in loans, loan participations and assignments present the possibility that the Fund could be held liable as a
co-lender under emerging legal theories of lender liability. The Fund anticipates that loans, loan participations and
assignments could be sold only to a limited number of institutional investors. If there is no active secondary market
for a loan, it may be more difficult to sell the interests in such a loan at a price that is acceptable or to even obtain
pricing information. In addition, some loans, loan participations and assignments may not be rated by major rating
agencies and may not be protected by the securities laws.

Convertible Securities
Convertible securities are generally bonds, debentures, notes, preferred stocks or other securities or investments that

may be converted or exchanged (by the holder or by the issuer) into shares of the underlying common stock (or cash
or securities of equivalent value) at a stated exchange ratio or predetermined price (the conversion price). A

57



Edgar Filing: Invesco High Income Trust Il - Form N-2

convertible security is designed to provide current income and also the potential for capital appreciation through the
conversion feature, which enables the holder to benefit from increases in the market price of the underlying common
stock. A convertible security may be called for redemption or conversion by the issuer after a particular date and under
certain circumstances (including a specified price) established upon issue. If a
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convertible security held by the Fund is called for redemption or conversion, the Fund could be required to tender it
for redemption, convert it into the underlying common stock, or sell it to a third party, which may have an adverse
effect on the Fund s ability to achieve its investment objectives. Convertible securities have general characteristics
similar to both debt and equity securities.

A convertible security generally entitles the holder to receive interest paid or accrued until the convertible security
matures or is redeemed, converted or exchanged. Before conversion, convertible securities have characteristics similar
to non-convertible debt obligations and are designed to provide for a stable stream of income with generally higher
yields than common stocks. However, there can be no assurance of current income because the issuers of the
convertible securities may default on their obligations. Convertible securities rank senior to common stock in a
corporation s capital structure and, therefore, generally entail less risk than the corporation s common stock.
Convertible securities are subordinate in rank to any senior debt obligations of the issuer, and, therefore, an issuer s
convertible securities entail more risk than its debt obligations. Moreover, convertible securities are often rated below
investment grade or not rated because they fall below debt obligations and just above common stock in order of
preference or priority on an issuer s balance sheet. To the extent that the Fund invests in convertible securities with
credit ratings below investment grade, such securities may have a higher likelihood of default, although this may be
somewhat offset by the convertibility feature.

Convertible securities generally offer lower interest or dividend yields than non-convertible debt securities of similar
credit quality because of the potential for capital appreciation. The common stock underlying convertible securities
may be issued by a different entity than the issuer of the convertible securities.

The value of convertible securities is influenced by both the yield of non-convertible securities of comparable issuers
and by the value of the underlying common stock. The value of a convertible security viewed without regard to its
conversion feature (i.e., strictly on the basis of its yield) is sometimes referred to as its investment value. The
investment value of the convertible security typically will fluctuate based on the credit quality of the issuer and will
fluctuate inversely with changes in prevailing interest rates. However, at the same time, the convertible security will
be influenced by its conversion value, which is the market value of the underlying common stock that would be
obtained if the convertible security were converted. Conversion value fluctuates directly with the price of the
underlying common stock, and will therefore be subject to risks relating to the activities of the issuer and general
market and economic conditions. Depending upon the relationship of the conversion price to the market value of the
underlying security, a convertible security may trade more like an equity security than a debt instrument.

If, because of a low price of the common stock, the conversion value is substantially below the investment value of
the convertible security, the price of the convertible security is governed principally by its investment value.
Generally, if the conversion value of a convertible security increases to a point that approximates or exceeds its
investment value, the value of the security will be principally influenced by its conversion value. A convertible
security will sell at a premium over its conversion value to the extent investors place value on the right to acquire the
underlying common stock while holding an income-producing security.

While the Fund uses the same criteria to rate a convertible debt security that it uses to rate a more conventional debt
security, a convertible preferred stock is treated like a preferred stock for the Fund s financial reporting, credit rating
and investment limitation purposes.

Enhanced Convertible Securities. Enhanced convertible securities are equity-linked hybrid securities that
automatically convert to equity securities on a specified date. Enhanced convertibles have been designed with a
variety of payoff structures, and are known by a variety of different names. Three features common to enhanced
convertible securities are (i) conversion to equity securities at the maturity of the convertible (as opposed to
conversion at the option of the security holder in the case of ordinary convertibles); (ii) capped or limited appreciation
potential relative to the underlying common stock; and (iii) dividend yields that are typically higher than that on the
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underlying common stock. Thus, enhanced convertible securities offer holders the opportunity to obtain higher current
income than would be available from a traditional equity security issued by the same company in return for reduced
participation in the appreciation potential of the underlying common stock. Other forms of enhanced convertible
securities may involve arrangements with no interest or dividend payments made until maturity of the security or an
enhanced principal amount received at maturity based on the yield and value of the underlying equity security during
the security s term or at maturity.
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Preferred Stock

Preferred stock, unlike common stock, often offers a specified dividend rate payable from a company s earnings.
Preferred stock also generally has a preference over common stock on the distribution of a company s assets in the
event the company is liquidated or declares bankruptcy; however, the rights of preferred stockholders on the
distribution of a company s assets in the event of a liquidation or bankruptcy are generally subordinate to the rights of
the company s debt holders and general creditors. If interest rates rise, the fixed dividend on preferred stocks may be
less attractive, causing the price of preferred stocks to decline.

Some fixed rate preferred stock may have mandatory sinking fund provisions which provide for the stock to be retired

or redeemed on a predetermined schedule, as well as call/redemption provisions prior to maturity, which can limit the
benefit of any decline in interest rates that might positively affect the price of preferred stocks. Preferred stock

dividends may be cumulative, requiring all or a portion of prior unpaid dividends to be paid before dividends are paid
on the issuer s common stock. Preferred stock may be participating, which means that it may be entitled to a dividend
exceeding the stated dividend in certain cases. In some cases an issuer may offer auction rate preferred stock, which
means that the interest to be paid is set by auction and will often be reset at stated intervals.

Common Stock

Common stock is issued by a company principally to raise cash for business purposes and represents an equity or
ownership interest in the issuing company. Common stockholders are typically entitled to vote on important matters of
the issuing company, including the selection of directors, and may receive dividends on their holdings. The Fund
participates in the success or failure of any company in which it holds common stock. In the event a company is
liquidated or declares bankruptcy, the claims of bondholders, other debt holders, owners of preferred stock and
general creditors take precedence over the claims of those who own common stock.

The prices of common stocks change in response to many factors including the historical and prospective earnings of
the issuing company, the value of its assets, general economic conditions, interest rates, investor perceptions and
market liquidity.

Foreign Securities

Foreign securities are equity or debt securities issued by issuers outside the United States, and include securities in the
form of American Depositary Receipts (ADRs), European Depositary Receipts (EDRs), or other securities
representing underlying securities of foreign issuers (foreign securities). ADRs are receipts, issued by U.S. banks, for
the shares of foreign corporations, held by the bank issuing the receipt. ADRs are typically issued in registered form,
denominated in U.S. dollars and designed for use in the U.S. securities markets. EDRs are similar to ADRs, except
they are typically issued by European banks or trust companies, denominated in foreign currencies and designed for
use outside the U.S. securities markets. ADRs and EDRs entitle the holder to all dividends and capital gains on the
underlying foreign securities, less any fees paid to the bank. Purchasing ADRs or EDRs gives the Fund the ability to
purchase the functional equivalent of foreign securities without going to the foreign securities markets to do so. ADRs
or EDRs that are sponsored means that the foreign corporation whose shares are represented by the ADR or EDR is
actively involved in the issuance of the ADR or EDR, and generally provides material information about the
corporation to the U.S. market. An unsponsored ADR or EDR program means that the foreign corporation whose
shares are held by the bank is not obligated to disclose material information in the United States, and, therefore, the
market value of the ADR or EDR may not reflect important facts known only to the foreign company.

Foreign debt securities include corporate debt securities of foreign issuers, certain foreign bank obligations and U.S.
dollar or foreign currency denominated obligations of foreign governments or their subdivisions, agencies and
instrumentalities, international agencies and supranational entities.
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The Fund considers various factors when determining whether a company is in a particular country, including
whether: (1) it is organized under the laws of a country; (2) it has a principal office in a country; (3) it derives 50% or
more of its total revenues from businesses in a country; and/or (4) its securities are traded principally on a stock
exchange, or in an over-the-counter market, in a particular country.
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Foreign Government Obligations

Debt securities issued by foreign governments are often, but not always, supported by the full faith and credit of the
foreign governments, or their subdivisions, agencies or instrumentalities, that issue them. These securities involve the
risks discussed above under Foreign Securities. Additionally, the issuer of the debt or the governmental authorities
that control repayment of the debt may be unwilling or unable to pay interest or repay principal when due. Political or
economic changes or the balance of trade may affect a country s willingness or ability to service its debt obligations.
Periods of economic uncertainty may result in the volatility of market prices of sovereign debt obligations, especially
debt obligations issued by the governments of developing countries. Foreign government obligations of developing
countries, and some structures of emerging market debt securities, both of which are generally below investment
grade, are sometimes referred to as Brady Bonds.

Foreign Exchange Transactions

The Fund has the authority to purchase and sell foreign currency options, foreign currency futures contracts and
related options, and may engage in foreign currency transactions either on a spot (i.e., for prompt delivery and
settlement) basis at the rate prevailing in the currency exchange market at the time or through forward currency
contracts. Because forward contracts are privately negotiated transactions, there can be no assurance that a
counterparty will honor its obligations.

The Fund will incur any costs in converting assets from one currency to another. Foreign exchange dealers may
charge a fee for conversion. In addition, dealers may realize a profit based on the difference between the prices at
which they buy and sell various currencies in the spot and forward markets.

The Fund will generally engage in these transactions in order to complete a purchase or sale of foreign currency
denominated securities The Fund may also use foreign currency options and forward contracts to increase or reduce
exposure to a foreign currency or to shift exposure from one foreign currency to another in a cross currency hedge.
Forward contracts are intended to minimize the risk of loss due to a decline in the value of the hedged currencies;
however, at the same time, they tend to limit any potential gain which might result should the value of such currencies
increase. The Fund may also engage in foreign exchange transactions, such as forward contracts, for non-hedging
purposes to enhance returns. Open positions in forward contracts used for non-hedging purposes will be covered by
the segregation of a sufficient amount of liquid assets.

The Fund may purchase and sell currency futures and purchase and write currency options to increase or decrease its
exposure to different foreign currencies. The Fund also may purchase and write currency options in connection with
currency futures or forward contracts. Currency futures contracts are similar to forward currency exchange contracts,
except that they are traded on exchanges and have standard contract sizes and delivery dates. Most currency futures
contracts call for payment or delivery in U.S. dollars. The uses and risks of currency futures are similar to those of
futures relating to securities or indices. Currency futures values can be expected to correlate with exchange rates but
may not reflect other factors that affect the value of the Fund s investments.

Whether or not any hedging strategy will be successful is highly uncertain, and use of hedging strategies may leave

the Fund in a less advantageous position than if a hedge had not been established. Moreover, it is impossible to

forecast with precision the market value of portfolio securities at the expiration of a foreign currency forward contract.
Accordingly, the Fund may be required to buy or sell additional currency on the spot market (and bear the expense of
such transaction) if Invesco s or the Sub-Advisers predictions regarding the movement of foreign currency or securities
markets prove inaccurate.

The Fund may hold a portion of its assets in bank deposits denominated in foreign currencies, so as to facilitate
investment in foreign securities as well as protect against currency fluctuations and the need to convert such assets
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into U.S. dollars (thereby also reducing transaction costs). To the extent these monies are converted back into U.S.
dollars, the value of the assets so maintained will be affected favorably or unfavorably by changes in foreign currency
exchange rates and exchange control regulations. Foreign exchange transactions may involve some of the risks of
investments in foreign securities.
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Floating Rate Corporate Loans and Corporate Debt Securities of Non-U.S. Borrowers

Floating rate loans are made to and floating rate debt securities are issued by non-U.S. borrowers. Such loans and
securities may be U.S. dollar-denominated or otherwise provide for payment in U.S. dollars or may be denominated in
foreign currencies. The borrower will meet the credit quality standards established by Invesco and the Sub-Advisers
for U.S. borrowers. The Fund similarly may invest in floating rate loans and floating rate debt securities made to U.S.
borrowers with significant non-U.S. dollar-denominated revenues. In some cases where the floating rate loans or
floating rate debt securities are not denominated in U.S. dollars, provisions may be made for payments to the lenders,
including the Fund, in U.S. dollars pursuant to foreign currency swaps.

U.S. Government Obligations

U.S. Government obligations are obligations issued or guaranteed by the U.S. Government, its agencies and
instrumentalities, and include, among other obligations, bills, notes and bonds issued by the U.S. Treasury, as well as
stripped or zero coupon U.S. Treasury obligations.

U.S. Government obligations may be (i) supported by the full faith and credit of the U.S. Treasury, (ii) supported by
the right of the issuer to borrow from the U.S. Treasury, (iii) supported by the discretionary authority of the U.S.
Government to purchase the agency s obligations, or (iv) supported only by the credit of the instrumentality. There is a
risk that the U.S. Government may choose not to provide financial support to U.S. Government-sponsored agencies or
instrumentalities if it is not legally obligated to do so. In that case, if the issuer were to default, a portfolio holding
securities of such issuer might not be able to recover its investment from the U.S. Government. For example, while the
U.S. Government has recently provided financial support to Federal National Mortgage Association ( Fannie Mae ) and
Federal Home Loan Mortgage Corporation ( Freddie Mac ), no assurance can be given that the U.S. Government will
always do so, since the U.S. Government is not so obligated by law. There also is no guarantee that the government
would support Federal Home Loan Banks. Accordingly, securities of Fannie Mae, Freddie Mac and Federal Home
Loan Banks, and other agencies, may involve a risk of non-payment of principal and interest.

Other Investment Companies

The Fund may purchase shares of other investment companies, including ETFs. The 1940 Act imposes the following
restrictions on investments in other investment companies: (i) the Fund may not purchase more than 3% of the total
outstanding voting stock of another investment company; (ii) the Fund may not invest more than 5% of its total assets
in securities issued by another investment company; and (iii) the Fund may not invest more than 10% of its total assets
in securities issued by other investment companies. The 1940 Act and related rules provide certain exemptions from
these restrictions. For example, under certain conditions, a fund may acquire an unlimited amount of shares of mutual
funds that are part of the same group of investment companies as the acquiring fund. In addition, these restrictions do
not apply to investments by the Fund in investment companies that are money market funds, including money market
funds that have Invesco or an affiliate of Invesco as an investment adviser (the Affiliated Money Market Funds ).

When the Fund purchases shares of another investment company, including an Affiliated Money Market Fund, the
Fund will indirectly bear its proportionate share of the advisory fees and other operating expenses of such investment
company and will be subject to the risks associated with the portfolio investments of the underlying investment
company.

Variable or Floating Rate Instruments
Variable or floating rate instruments are securities that provide for a periodic adjustment in the interest rate paid on the

obligation. The interest rates for securities with variable interest rates are readjusted on set dates (such as the last day
of the month or calendar quarter) and the interest rates for securities with floating rates are reset whenever a specified
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interest rate change occurs. Variable or floating interest rates generally reduce changes in the market price of
securities from their original purchase price because, upon readjustment, such rates approximate market rates.
Accordingly, as market interest rates decrease or increase, the potential for capital appreciation or depreciation is less
for variable or floating rate securities than for fixed rate obligations. Many securities with variable or floating interest
rates have a demand feature allowing the Fund to demand payment of principal and
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accrued interest prior to its maturity. The terms of such demand instruments require payment of principal and accrued
interest by the issuer, a guarantor, and/or a liquidity provider. All variable or floating rate instruments will meet the
applicable rating standards of the Fund.

Zero Coupon and Pay-in-Kind Securities

Zero coupon securities do not pay interest or principal until final maturity unlike debt securities that traditionally
provide periodic payments of interest (referred to as a coupon payment). Investors must wait until maturity to receive
interest and principal, which increases the interest rate and credit risks of a zero coupon security. Pay-in-kind
securities are securities that have interest payable by delivery of additional securities. Upon maturity, the holder is
entitled to receive the aggregate par value of the securities. Zero coupon and pay-in-kind securities may be subject to
greater fluctuation in value and less liquidity in the event of adverse market conditions than comparably rated
securities paying cash interest at regular interest payment periods. Investors may purchase zero coupon and
pay-in-kind securities at a price below the amount payable at maturity.

The difference between the purchase price and the amount paid at maturity represents original issue discount on the
security.

Restricted and Illiquid Securities

Illiquid securities are securities that cannot be disposed of within seven days in the normal course of business at the
price at which they are valued. Illiquid securities may include a wide variety of investments, such as: (1) repurchase
agreements maturing in more than seven days (unless the agreements have demand/redemption features);

(2) over-the-counter ( OTC ) options contracts and certain other derivatives (including certain swap agreements);
(3) fixed time deposits that are not subject to prepayment or that provide for withdrawal penalties upon prepayment
(other than overnight deposits); (4) loan interests and other direct debt instruments; (5) municipal lease obligations;
(6) commercial paper issued pursuant to Section 4(2) of the 1933 Act; and (7) securities that are unregistered, that can
be sold to qualified institutional buyers in accordance with Rule 144 A under the 1933 Act, or that are exempt from
registration under the 1933 Act or otherwise restricted under the federal securities laws.

Limitations on the resale of restricted securities may have an adverse effect on their marketability, which may prevent
the Fund from disposing of them promptly at reasonable prices. The Fund may have to bear the expense of registering
such securities for resale, and the risk of substantial delays in effecting such registrations. The Fund s difficulty valuing
and selling illiquid securities may result in a loss or be costly to the Fund.

If a substantial market develops for a restricted security or other illiquid investment held by the Fund, it may be

treated as a liquid security, in accordance with procedures and guidelines approved by the Board. While Invesco
monitors the liquidity of restricted securities on a daily basis, the Board oversees and retains ultimate responsibility

for Invesco s liquidity determinations. Invesco considers various factors when determining whether a security is liquid,
including the frequency of trades, availability of quotations and number of dealers or qualified institutional buyers in
the market.

Temporary Investments

The Fund may invest a portion of its assets in money market funds (including affiliated money market funds affiliated
with Invesco) and in the types of money market instruments in which money market funds would invest or other
short-term U.S. Government securities for cash management purposes. The Fund may invest up to 100% of its assets
in investments that may be inconsistent with the Fund s principal investment strategies for temporary defensive
purposes in anticipation of or in response to adverse market, economic, political or other conditions, or other atypical
circumstances. As a result, the Fund may not achieve its investment objective.
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Other Investment Techniques

Forward Commitments, When-Issued and Delayed Securities. Forward commitments, when-issued or delayed
delivery basis means that delivery and payment take place in the future after the date of the commitment to purchase
or sell the securities at a pre-determined price and/or yield. Settlement of such transactions normally occurs a month
or more after the purchase or sale commitment is made. Typically, no interest accrues to the purchaser until
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the security is delivered. Forward commitments also include To Be Announced ( TBA ) mortgage-backed securities,
which are contracts for the purchase or sale of mortgage-backed securities to be delivered at a future agreed upon date,
whereby the specific mortgage pool numbers or the number of pools that will be delivered to fulfill the trade

obligation or terms of the contract are unknown at the time of the trade. The Fund may also enter into buy/sell back
transactions (a form of delayed delivery agreement). In a buy/sell back transaction, the Fund enters a trade to sell
securities at one price and simultaneously enters a trade to buy the same securities at another price for settlement at a
future date. Although the Fund generally intends to acquire or dispose of securities on a forward commitment,
when-issued or delayed delivery basis, the Fund may sell these securities or its commitment before the settlement date

if deemed advisable.

When purchasing a security on a forward commitment, when-issued or delayed delivery basis, the Fund assumes the
rights and risks of ownership of the security, including the risk of price and yield fluctuation, and takes such
fluctuations into account when determining its net asset value. Securities purchased on a forward commitment,
when-issued or delayed delivery basis are subject to changes in value based upon the public s perception of the
creditworthiness of the issuer and changes, real or anticipated, in the level of interest rates. Accordingly, securities
acquired on such a basis may expose the Fund to risks because they may experience such fluctuations prior to actual
delivery. Purchasing securities on a forward commitment, when-issued or delayed delivery basis may involve the
additional risk that the yield available in the market when the delivery takes place actually may be higher than that
obtained in the transaction itself.

Investment in these types of securities may increase the possibility that the Fund will incur short-term gains subject to
federal taxation or short-term losses if the Fund must engage in portfolio transactions in order to honor its
commitment. Until the settlement date, the Fund will segregate liquid assets of a dollar value sufficient at all times to
make payment for the forward commitment, when-issued or delayed delivery transactions. Such segregated liquid
assets will be marked-to-market daily, and the amount segregated will be increased if necessary to maintain adequate
coverage of the delayed delivery commitments. The delayed delivery securities, which will not begin to accrue
interest or dividends until the settlement date, will be recorded as an asset of the Fund and will be subject to the risk of
market fluctuation. The purchase price of the delayed delivery securities is a liability of the Fund until settlement.

Lending Portfolio Securities. The Fund may lend its portfolio securities (principally to broker-dealers) to generate
additional income. Such loans are callable at any time and are continuously secured by segregated collateral equal to
no less than the market value, determined daily, of the loaned securities. Such collateral will be cash, letters of credit,
or debt securities issued or guaranteed by the U.S. Government or any of its agencies. The Fund will loan its securities
only to parties that Invesco has determined are in good standing and when, in Invesco s judgment, the income earned
would justify the risks.

The Fund will not have the right to vote securities while they are on loan, but it can call a loan in anticipation of an
important vote. The Fund would receive income in lieu of dividends on loaned securities and may, at the same time,
generate income on the loan collateral or on the investment of any cash collateral.

If the borrower defaults on its obligation to return the securities loaned because of insolvency or other reasons, the
Fund could experience delays and costs in recovering securities loaned or gaining access to the collateral. If the Fund
is not able to recover the securities loaned, the Fund may sell the collateral and purchase a replacement security in the
market. Lending securities entails a risk of loss to the Fund if and to the extent that the market value of the loaned
securities increases and the collateral is not increased accordingly.

Any cash received as collateral for loaned securities will be invested, in accordance with the Fund s investment
guidelines, in short-term money market instruments or funds. Investing this cash subjects that investment to market
appreciation or depreciation. For purposes of determining whether the Fund is complying with its investment policies,
strategies and restrictions, the Fund will consider the loaned securities as assets of the Fund, but will not consider any
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collateral received as the Fund asset. The Fund will bear any loss on the investment of cash collateral.

Repurchase Agreements. The Fund may engage in repurchase agreement transactions involving the types of securities
in which it is permitted to invest. Repurchase agreements are agreements under which the Fund acquires ownership of
a security from a broker-dealer or bank that agrees to repurchase the security at a mutually agreed
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upon time and price (which is higher than the purchase price), thereby determining the yield during the Fund s holding
period. The Fund may enter into a continuing contract or open repurchase agreement under which the seller is under a
continuing obligation to repurchase the underlying securities from the Fund on demand and the effective interest rate

is negotiated on a daily basis. Repurchase agreements may be viewed as loans made by the Fund which are

collateralized by the securities subject to repurchase.

If the seller of a repurchase agreement fails to repurchase the security in accordance with the terms of the agreement,
the Fund might incur expenses in enforcing its rights, and could experience a loss on the sale of the underlying
security to the extent that the proceeds of the sale including accrued interest are less than the resale price provided in
the agreement, including interest. In addition, although the Bankruptcy Code and other insolvency laws may provide
certain protections for some types of repurchase agreements, if the seller of a repurchase agreement should be
involved in bankruptcy or insolvency proceedings, the Fund may incur delay and costs in selling the underlying
security or may suffer a loss of principal and interest if the value of the underlying security declines. The securities
underlying a repurchase agreement will be marked-to-market every business day so that the value of such securities is
at least equal to the investment value of the repurchase agreement, including any accrued interest thereon.

The Fund may invest its cash balances in joint accounts with other Invesco funds for the purpose of investing in
repurchase agreements with maturities not to exceed 60 days, and in certain other money market instruments with
remaining maturities not to exceed 90 days. Repurchase agreements are considered loans by the Fund under the 1940
Act.

Reverse Repurchase Agreements. Borrowings may be made by the Fund through reverse repurchase agreements under
which the Fund sells portfolio securities to financial institutions such as banks and broker-dealers and agrees to
repurchase them at a particular date and price. Such agreements are considered to be borrowings under the 1940 Act.
The Fund may utilize reverse repurchase agreements when it is anticipated that the interest income to be earned from
the investment of the proceeds of the transaction is greater than the interest expense of the transaction.

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

With respect to any reverse repurchase agreement, dollar roll or similar transaction, the Fund s Managed Assets shall
include any proceeds from the sale of an asset of the Fund to a counterparty in such a transaction, in addition to the
value of the underlying asset as of the relevant measuring date.

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

Standby Commitments. The Fund may acquire securities that are subject to standby commitments from banks or other
municipal securities dealers. Under a standby commitment, a bank or dealer would agree to purchase, at the Fund s
option, specified securities at a specified price. Standby commitments generally increase the cost of the
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acquisition of the underlying security, thereby reducing the yield. Standby commitments depend upon the issuer s
ability to fulfill its obligation upon demand. Although no definitive creditworthiness criteria are used for this purpose,
Invesco reviews the creditworthiness of the banks and other municipal securities dealers from which the Fund obtains
standby commitments in order to evaluate those risks.

Portfolio Turnover

The Fund will buy and sell securities to seek to accomplish its investment objective. Portfolio turnover generally
involves some expense to the Fund, including brokerage commissions or dealer mark-ups and other transaction costs
on the sale of securities and reinvestment in other securities. The Fund s portfolio turnover rate may vary greatly from
year to year. For the past two fiscal years, the Fund s portfolio turnover rate was as follows.

Fiscal Year Ended Portfolio Turnover Rate
February 28, 2015 99%
February 28, 2014 74%

Investment Restrictions

The Fund has adopted certain other investment limitations designed to limit investment risk. These limitations are
fundamental and may not be changed without the approval of the holders of a majority of the outstanding Common
Shares, as defined in the 1940 Act (and preferred shares, if any, voting together as a single class), which is defined by
the 1940 Act as the lesser of (i) 67% or more of the Fund s voting securities present at a meeting, if the holders of more
than 50% of the Fund s outstanding voting securities are present or represented by proxy; or (ii) more than 50% of the
Fund s outstanding voting securities. See Investment Restrictions in the SAI for a complete list of the fundamental
investment policies of the Fund.

USE OF LEVERAGE

The Fund may use leverage in an amount of up to 331/3% of the Fund s total assets after the use of such leverage in an
effort to maximize its returns. The Fund currently utilizes leverage in the form of borrowings. The amount of
borrowings outstanding from time to time may vary, depending on the Adviser s analysis of market conditions and
interest rate movements. There can be no assurance that the Fund s leverage strategy will be successful.

Use of financial leverage creates an opportunity for increased income but, at the same time, creates special risks.
There can be no assurance that a leveraging strategy will be successful. The costs associated with the issuance and use
of leverage are borne by the holders of the Common Shares. The investment advisory fees paid by the Fund will be
calculated on the basis of the Fund s Managed Assets (as defined in this Prospectus), which includes proceeds from
leverage, so the dollar amount of the management fee paid by the Fund to the Adviser will be higher (and the Adviser
will be benefited to that extent) when leverage is utilized. This may create a conflict of interest between the Fund s
investment adviser and holders of common shares. Holders of common shares effectively bear the entire investment
advisory fee. Common Shareholders bear the portion of the investment advisory fee attributable to the assets
purchased with the proceeds of leverage, which means that Common Shareholders effectively bear the entire advisory
fee.

Borrowings
The Fund utilizes borrowings for leverage purposes in an effort to maximize its returns. Borrowings may also be

utilized: (i) for temporary or emergency purposes; (ii) in anticipation of or in response to adverse market conditions;
or (iii) for cash management purposes.
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Under the 1940 Act, the Fund generally is not permitted to engage in borrowings unless, immediately after the
borrowing, the Fund would have asset coverage (as defined in the 1940 Act) of less than 300% (i.e., the value of the
Fund s total assets less liabilities other than the principal amount represented by the borrowings( is at least 300% of
such principal amount. In addition, other than with respect to privately arranged borrowings, the Fund is not permitted
to declare any cash dividend or other distribution on the Common Shares unless, at the time of such
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declaration, the value of the Fund s total assets, less liabilities other than the principal amount represented by
borrowings, is at least 300% of such principal amount after deducting the amount of such dividend or other
distribution. If the Fund borrows, the Fund intends, to the extent possible, to prepay all or a portion of the principal
amount of any outstanding commercial paper, notes or other borrowings to the extent necessary to maintain the
required asset coverage.

The terms of any such borrowings may require the Fund to pay a fee to maintain a line of credit, such as a
commitment fee, or to maintain minimum average balances with a lender. Any such requirements would increase the
cost of such borrowings over the stated interest rate. Such lenders would have the right to receive interest on and
repayment of principal of any such borrowings, which right will be senior to those of the Common Shareholders. Any
such borrowings may contain provisions limiting certain activities of the Fund, including the payment of dividends to
Common Shareholders in certain circumstances.

Certain types of borrowings subject the Fund to covenants in credit agreements relating to asset coverage and portfolio
composition requirements. Certain borrowings issued by the Fund also may subject the Fund to certain restrictions on
investments imposed by guidelines of one or more rating agencies, which may issue ratings for such borrowings. Such
guidelines may impose asset coverage or portfolio composition requirements that are more stringent than those
imposed by the 1940 Act. It is not anticipated that these covenants or guidelines will impede Invesco from managing
the Fund s portfolio in accordance with the Fund s investment objective and policies.

The 1940 Act grants to the holders of senior securities representing indebtedness issued by the Fund, other than with
respect to privately arranged borrowings, certain voting rights in the event of default in the payment of interest on or
repayment of principal. Failure to maintain certain asset coverage requirements under the 1940 Act could result in an
event of default and entitle the debt holders to elect a majority of the Board of Trustees.

Credit Facility. The Fund has entered into a $65 million amended and restated revolving credit agreement, dated
August 27, 2012, as amended (the Credit Agreement ), with State Street Bank and Trust Company, in its capacity as

Agent, and other lending institutions party thereto. The Credit Agreement, which expires on August 25, 2015, is
secured by the assets of the Fund. For certain commitment amounts under the Credit Agreement, the Fund pays
monthly interest charges based on a LIBOR and Federal Funds Rate-based variable rate formula, while certain other
commitment amounts under the Credit Agreement are subject to periodic interest charges based on a LIBOR-based
variable rate (as set forth under the Credit Agreement). The Fund pays quarterly commitment fees to the Agent for the
account of each lending institution under the Credit Agreement (on a pro rata basis) equal to eleven basis points times
the actual daily amount by which the aggregate commitment amount exceeds the aggregate principal amount of all
loans outstanding (in other words, the undrawn portion of the aggregate commitment amount as of such date). If the
Fund fails to satisfy certain requirements or maintain certain covenants required under the Credit Agreement, the
Agent may terminate the commitments and the Fund may be required to immediately repay the loan balance
outstanding (together with any accrued interest thereon). As of February 28, 2015, the Fund had outstanding
borrowings under the Credit Agreement of approximately $50.55 million, which represented approximately 26% of
the Fund s total assets as of such date. The average daily weighted interest rate for the fiscal year ended February 28,
2015 was 0.96%.

Reverse Repurchase Agreements

Borrowings may be made by the Fund through reverse repurchase agreements under which the Fund sells portfolio
securities to financial institutions such as banks and broker-dealers and agrees to repurchase them at a particular date
and price. Such agreements are considered to be borrowings under the 1940 Act. The Fund may utilize reverse
repurchase agreements when it is anticipated that the interest income to be earned from the investment of the proceeds
of the transaction is greater than the interest expense of the transaction.
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Borrowings may be made by the Fund through dollar roll transactions. A dollar roll transaction involves a sale by the
Fund of a mortgage-backed or other security concurrently with an agreement by the Fund to repurchase a similar
security at a later date at an agreed-upon price. The securities that are repurchased will bear the same interest rate and
stated maturity as those sold, but pools of mortgages collateralizing those securities may have different prepayment
histories than those sold. During the period between the sale and repurchase, the Fund will not be entitled to receive
interest and principal payments on the securities sold. Proceeds of the sale will be invested in additional instruments
for the Fund, and the income from these investments will generate income for the Fund. If
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such income does not exceed the income, capital appreciation and gain or loss that would have been realized on the
securities sold as part of the dollar roll, the use of this technique will diminish the investment performance of the Fund
compared with what the performance would have been without the use of dollar rolls.

With respect to any reverse repurchase agreement, dollar roll or similar transaction, the Fund s Managed Assets shall
include any proceeds from the sale of an asset of the Fund to a counterparty in such a transaction, in addition to the
value of the underlying asset as of the relevant measuring date.

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

Preferred Shares

The Fund may authorize and issue preferred Shares with rights as determined by the Board of Trustees, by action of
the Board of Trustees without prior approval of the holders of the Common Shares. Common Shareholders have no
preemptive right to purchase any preferred shares that might be issued. Any such preferred share offering would be
subject to the limits imposed by the 1940 Act. Although the Fund has no present intention to issue preferred shares.
Under the 1940 Act, the Fund may not issue preferred shares if, immediately after issuance, the Fund would have
asset coverage (as defined in the 1940 Act) of less than 200% (i.e., for every dollar of Preferred Shares outstanding,
the Fund is required to have at least two dollars of assets). See Description of Capital Structure Preferred Shares.

Effects Of Leverage

Assuming (i) the use by the Fund of leverage representing approximately 26% of the Fund s total assets (including the
proceeds of such leverage) and (ii) interest costs to the Fund at an average annual rate of % with respect to such
leverage, then the incremental income generated by the Fund s portfolio (net of estimated expenses related to the
leverage) must exceed approximately % to cover such interest expense. Of course, these numbers are merely
estimates used for illustration. The amount of leverage used by the Fund as well as actual interest expenses on such
leverage may vary frequently and may be significantly higher or lower than the rate estimated above.

The following table is furnished pursuant to requirements of the SEC. It is designed to illustrate the effect of leverage
on Common Share total return, assuming investment portfolio total returns (comprised of income, net expenses and
changes in the value of investments held in the Fund s portfolio) of -10%, -5%, 0%, 5% and 10%. These assumed
investment portfolio returns are hypothetical figures and are not necessarily indicative of what the Fund s investment
portfolio returns will be. The table further reflects the issuance of leverage representing approximately 26% of the
Fund s total assets (including the proceeds of such leverage), based on the Fund s outstanding borrowings as of
February 28, 2015 and annual interest rate of 0.96% with respect to such leverage (based on the average daily
weighted interest rate for the fiscal year ended February 28, 2015). The table does not reflect any offering costs of
Common Shares or leverage.

Assumed portfolio total return (net of expenses) (10.000% (5.000% 0.00% 5.00% 10.00%
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Common Share total return % % % % %
Common Share total return is composed of two elements the Common Share dividends paid by the Fund (the amount
of which is largely determined by the Fund s net investment income after paying the carrying cost of leverage) and
realized and unrealized gains or losses on the value of the securities the Fund owns. As required by SEC rules, the
table assumes that the Fund is more likely to suffer capital loss than to enjoy capital appreciation. For example, to
assume a total return of 0%, the Fund must assume that the net investment income it receives on its
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investments is entirely offset by losses on the value of those investments. This table reflects the hypothetical
performance of the Fund s portfolio and not the performance of the Fund s Common Shares, the value of which will be
determined by market and other factors.

RISKS
Risks Associated with an Investment in the Fund

Investment in the Fund involves special risk considerations, which are summarized below. The Fund is designed as a
long-term investment and not as a trading vehicle. The Fund is not intended to be a complete investment program. The
Fund s performance and the value of its investments will vary in response to changes in interest rates, inflation and
other market factors.

Market Risk. Market risk is the possibility that the market values of securities owned by the Fund will decline. The net
asset value of the Fund will change with changes in the value of its portfolio securities, and the value of the Fund s
investments can be expected to fluctuate over time. The financial markets in general are subject to volatility and may
at times experience extreme volatility and uncertainty, which may affect all investment securities, including debt
securities and derivative instruments. Volatility may be greater during periods of general economic uncertainty.

Credit Risk. Credit risk refers to an issuer s ability to make timely payments of interest and principal when due. Fixed
income securities are subject to the credit risk of nonpayment. The ability of issuers of fixed income securities to
make timely payments of interest and principal may be adversely affected by, among other things, general economic
downturns and economic factors affecting specific issuers. Nonpayment would result in a reduction of income to the
Fund. The Adviser continuously monitors the issuers of securities held in the Fund. The Fund will rely on the

Adviser s judgment, analysis and experience in evaluating the creditworthiness of an issuer. In its analysis, the Adviser
may consider the credit ratings of nationally recognized statistical rating organizations ( NRSROs ) in evaluating
securities, although the Adviser does not rely primarily on these ratings. Credit ratings of NRSROs evaluate only the
safety of principal and interest payments, not the market risk. In addition, ratings are general and not absolute
standards of quality, and the creditworthiness of an issuer may decline significantly before an NRSRO lowers the
issuer s rating. A rating downgrade does not require the Fund to dispose of a security.

Risk of Investing in Medium and Lower-Grade Securities. Securities that are in the medium and lower-grade
categories generally offer higher yields than are offered by higher-grade securities of similar maturities, but they also
generally involve greater risks, such as greater credit risk, market risk, volatility and illiquidity risk. Secondary market
prices of medium and lower-grade securities generally are less sensitive than higher-grade securities to changes in
interest rates and are more sensitive to general adverse economic changes or specific developments with respect to the
particular issuers. A significant increase in interest rates or a general economic downturn may significantly affect the
ability of issuers of medium and lower-grade securities to pay interest and to repay principal, or to obtain additional
financing, any of which could severely disrupt the market for medium and lower-grade securities and adversely affect
the market value of such securities. Such events also could lead to a higher incidence of default by issuers of medium
and lower-grade securities. In addition, changes in credit risks, interest rates, the credit markets or periods of general
economic uncertainty can be expected to result in increased volatility in the price of medium and lower-grade.
Adverse publicity and investor perceptions, whether or not based on rational analysis, may affect the value, volatility
and liquidity of medium and lower-grade securities. In the event that an issuer of securities held by the Fund
experiences difficulties in the timely payment of principal and interest and such issuer seeks to restructure the terms of
its borrowings, the Fund may incur additional expenses and may determine to invest additional assets with respect to
such issuer or the project or projects to which the Fund s securities relate. Further, the Fund may incur additional
expenses to the extent that it is required to seek recovery upon a default in the payment of interest or the repayment of
principal on its portfolio holdings and the Fund may be unable to obtain full recovery on such amounts. Investments in
debt obligations that are at risk of or in default present special tax issues for the Fund. Federal income tax rules are not
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entirely clear about issues such as when the Fund may cease to accrue interest, original issue discount or market
discount, when and to what extent deductions may be taken for bad debts or worthless securities, how payments
received on obligations in default should be allocated between principal and interest and whether certain exchanges of
debt obligations in a workout context are taxable. These and other issues will be addressed by the Fund, in the event it
invests in or holds such securities, in order to seek to ensure that it distributes sufficient income to preserve its status
as a regulated investment company ( RIC ).
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Interest Rate Risk. When interest rates decline, the value of a portfolio invested in fixed income securities generally
can be expected to rise. Conversely, when interest rates rise, the value of a portfolio invested in fixed income
securities generally can be expected to decline. The prices of longer term fixed income securities generally are more
volatile with respect to changes in interest rates than the prices of shorter term fixed income securities. Current
market environment because certain interest rates are near historically low levels, which may increase the
Fund s exposure to risks associated with rising interest rates. Rising interest rates could have unpredictable effects
on the markets and may expose fixed-income and related markets to heightened volatility. For fixed-income securities,
an increase in interest rates may lead to increased redemptions and increased portfolio turnover, which could reduce
liquidity for certain Fund investments, adversely affect values, and increase the Fund s expenses.

Income Risk. The income you receive from the Fund is based primarily on prevailing interest rates, which can vary
widely over the short and long term. If interest rates decrease, your income from the Fund may decrease as well.

Borrowings Risk. Borrowing money to buy securities exposes the Fund to leverage because the Fund can achieve a
return on a capital base larger than the assets that Common Shareholders have contributed to the Fund. Leveraging
may cause the Fund to be more volatile because it may exaggerate the effect of any increase or decrease in the value
of the Fund s portfolio securities. To the extent that the then current interest rate on and other costs related to the
borrowings approaches the net return on the Fund s investment portfolio, the benefit of leverage to the Common
Shareholders will be reduced, and if the then current interest rate on and other costs related to the borrowings were to
exceed the net return on the Fund s portfolio, the Fund s leveraged capital structure would result in a lower rate of
return to the Common Shareholders than if the Fund were not so leveraged. If the Fund s current investment income
were not sufficient to meet interest requirements on the borrowings, the Fund might have to liquidate certain of its
investments in order to meet required interest payments, thereby reducing the net asset value. These risks may be
greater in the current market environment because interest rates are near historically low levels. Interest payments on
the Fund s outstanding borrowings are based on variable rate formulas and as a result the Fund s borrowing costs will
increase in a rising interest rate environment. Management of the amount of outstanding borrowings places greater
reliance on the ability of the Adviser to predict trends in interest rates than if the Fund did not use leverage. Further,
reduction and increase of the borrowings outstanding, and any related trading of the Fund s portfolio securities, results
in increased transaction costs to the Fund and its Common Shareholders. Lenders have the right to receive interest on
and repayment of principal of any borrowings, which right will be senior to those of shareholders. Any such
borrowings may contain provisions limiting certain activities of the Fund, including the payment of dividends to
shareholders in certain circumstances. Certain types of borrowings subject the Fund to covenants in credit agreements
relating to asset coverage and portfolio composition requirements. Certain borrowings issued by the Fund also may
subject the Fund to certain restrictions on investments imposed by guidelines of one or more rating agencies, which
may issue ratings for such borrowings. Such guidelines may impose asset coverage or portfolio composition
requirements that are more stringent than those imposed by the 1940 Act. There can be no assurance that the Fund s
leverage strategy will be successful.

Call Risk. If interest rates fall, it is possible that issuers of securities with high interest rates will prepay or call their
securities before their maturity dates. In this event, the proceeds from the called securities would likely be reinvested
by the Fund in securities bearing the new, lower interest rates, resulting in a possible decline in the Fund s income and
distributions to shareholders.

Convertible Securities Risk. The values of convertible securities in which the Fund may invest may be affected by
market interest rates. The values of convertible securities also may be affected by the risk of actual issuer default on
interest or principal payments and the value of the underlying stock. Additionally, an issuer may retain the right to buy
back its convertible securities at a time and price unfavorable to the Fund.

Derivatives Risk. The value of a derivative instrument depends largely on (and is derived from) the value of an
underlying security, currency, commodity, interest rate, index or other asset (each referred to as an underlying asset).

81



Edgar Filing: Invesco High Income Trust Il - Form N-2

In addition to risks relating to underlying assets, the use of derivatives may include other, possibly greater, risks,
including counterparty, leverage and liquidity risks. Counterparty risk is the risk that the counterparty to the
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derivative contract will default on its obligation to pay the Fund the amount owed or otherwise perform under the
derivative contract. Derivatives create leverage risk because they do not require payment up front equal to the
economic exposure created by owning the derivative. As a result, an adverse change in the value of the underlying
asset could result in the Fund sustaining a loss that is substantially greater than the amount invested in the derivative,
which may make the Fund s returns more volatile and increase the risk of loss. Derivative instruments may also be less
liquid than more traditional investments and the Fund may be unable to sell or close out its derivative positions at a
desirable time or price. This risk may be more acute under adverse market conditions, during which the Fund may be
most in need of liquidating its derivative positions. Derivatives may also be harder to value, less tax efficient and
subject to changing government regulation that could impact the Fund s ability to use certain derivatives or their cost.
Also, derivatives used for hedging or to gain or limit exposure to a particular market segment may not provide the
expected benefits, particularly during adverse market conditions.

Foreign Securities Risk. The dollar value of the Fund s foreign investments may be affected by changes in the
exchange rates between the dollar and the currencies in which those investments are traded. The value of the Fund s
foreign investments may be adversely affected by political and social instability in their home countries, by changes in
economic or taxation policies in those countries, or by the difficulty in enforcing obligations in those countries.
Foreign companies generally may be subject to less stringent regulations than U.S. companies, including financial
reporting requirements and auditing and accounting controls. As a result, there generally is less publicly available
information about foreign companies than about U.S. companies. Trading in many foreign securities may be less
liquid and more volatile than U.S. securities due to the size of the market or other factors.

Investments by the Fund in foreign securities whether denominated in U.S. dollars or foreign currencies, may entail all
of the risks set forth below in addition to those accompanying an investment in issuers in the United States.

Currency Risk. The value in U.S. dollars of any non-dollar-denominated foreign investments will be affected by
changes in currency exchange rates. The U.S. dollar value of a foreign security decreases when the value of the U.S.
dollar rises against the foreign currency in which the security is denominated and increases when the value of the U.S.
dollar falls against such currency.

Political and Economic Risk. The economies of many countries in which the Fund may invest may not be as
developed as the United States economy and may be subject to significantly different forces. Political, economic or
social instability and development, expropriation or confiscatory taxation, and limitations on the removal of funds or
other assets could also adversely affect the value of the Fund s investments.

Regulatory Risk. Foreign companies are generally not subject to the regulatory controls imposed on U.S. issuers and,
as a consequence, there is generally less publicly available information about foreign securities than is available about
domestic securities. Foreign companies may not be subject to uniform accounting, auditing and financial reporting
standards, corporate governance practices and requirements comparable to those applicable to domestic companies.
Therefore, financial information about foreign companies may be incomplete, or may not be comparable to the
information available on U.S. companies. Income from foreign securities owned by the Fund may be reduced by a
withholding tax at the source, which tax would reduce dividend income payable to the Fund s shareholders.

There is generally less government supervision and regulation of securities exchanges, brokers, dealers, and listed
companies in foreign countries than in the United States, thus increasing the risk of delayed settlements of portfolio
transactions or loss of certificates for portfolio securities. Foreign markets may also have different clearance and
settlement procedures. If the Fund experiences settlement problems it may result in temporary periods when a portion
of the Fund s assets are uninvested and could cause the Fund to miss attractive investment opportunities or a potential
liability to the Fund arising out of the Fund s inability to fulfill a contract to sell such securities.
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Market Risk. Investing in foreign markets generally involves certain risks not typically associated with investing in
the United States. The securities markets in many foreign countries will have substantially less trading volume than
the U.S. markets. As a result, the securities of some foreign companies may be less liquid and experience more price
volatility than comparable domestic securities. Obtaining and/or enforcing judgments in foreign countries may be
more difficult, which may make it more difficult to enforce contractual obligations.
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Increased custodian costs as well as administrative costs (such as the need to use foreign custodians) may also be
associated with the maintenance of assets in foreign jurisdictions. In addition, transaction costs in foreign securities
markets are likely to be higher, since brokerage commission rates in foreign countries are likely to be higher than in
the United States.

Emerging Markets Risk. The prices of securities issued by foreign companies and governments located in developing
countries may be impacted by certain factors more than those in countries with mature economies. For example,
developing countries may experience higher rates of inflation or sharply devalue their currencies against the U.S.
dollar, thereby causing the value of investments issued by the government or companies located in those countries to
decline. Governments in developing markets may be relatively less stable. The introduction of capital controls,
withholding taxes, nationalization of private assets, expropriation, social unrest, or war may result in adverse volatility
in the prices of securities or currencies. Other factors may include additional transaction costs, delays in settlement
procedures, and lack of timely information.

Investments in developing and emerging market countries present risks in addition to, or greater than, those presented
by investments in foreign issuers generally, and may include the following risks: i) restriction, to varying degrees, on
foreign investment in stocks; ii) repatriation of investment income, capital, and the proceeds of sales in foreign
countries may require foreign governmental registration and/or approval; iii) greater risk of fluctuation in value of
foreign investments due to changes in currency exchange rates, currency control regulations or currency devaluation;
iv) inflation and rapid fluctuations in inflation rates may have negative effects on the economies and securities
markets of certain developing and emerging market countries; v) many of the developing and emerging market
countries securities markets are relatively small or less diverse, have low trading volumes, suffer periods of relative
illiquidity, and are characterized by significant price volatility; and vi) there is a risk in developing and emerging
market countries that a future economic or political crisis could lead to price controls, forced mergers of companies,
expropriation or confiscatory taxation, seizure, nationalization, or creation of government monopolies.

Currency/Exchange Rate Risk. The dollar value of the Fund s foreign investments will be affected by changes in the
exchange rates between the dollar and the currencies in which those investments are traded. The Fund may buy or sell
currencies other than the U.S. dollar in order to capitalize on anticipated changes in exchange rates. There is no
guarantee that these investments will be successful.

Liquidity Risk. Liquidity relates to the ability of a fund to sell a security in a timely manner at a price which reflects
the value of that security. To the extent the Fund owns or may acquire illiquid or restricted securities, these securities
may involve special registration requirements, liabilities and costs, and liquidity and valuation difficulties. The
markets for lower-grade securities may be less liquid than the markets for higher-grade securities.

Risk of Investing in Loans. Loans are subject to credit risk, market risk, income risk and call risk similar to the
corporate bonds in which the Fund invests. To the extent that the loans in which the Fund invests are medium- or
lower-grade, such loans are subject to same type of risks generally associated with such medium- and lower-grade
securities, as described above. Loans may have less credit risk than corporate bonds because loans generally have a
more senior claim in the borrower s capital structure relative to corporate bonds or other subordinated debt. However,
loans generally do not have as broad of a secondary market compared to corporate bonds and this may impact the
market value of such loans and the Fund s ability to dispose of particular loans when necessary to meet the Fund s
liquidity needs or in response to a specific economic event such as a deterioration in
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