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The Market Environment

Global Fixed Income:

Global financial markets were unsettled and volatile during the fiscal year as investors assessed and
reacted to the economic implications of several systemic shocks, including the Japanese earthquake
disaster, the Arab Spring, and a reinvigorated Eurozone sovereign debt crisis. Even so, the global
investment grade bond market, as measured by the Barclays Capital Global Aggregate ex. US Index,
generated a positive total return for the 12 months ended October 31, 2011.

During the early part of the fiscal year, interest rates trended higher across the globe. In the developed
west, economies appeared to be on the mend and GDP growth prospects, although low, were improving.
In Europe, growing uncertainties about Greece and other European countries’ solvency led to higher
yields for certain countries and a growing divergence of borrowing costs across the Eurozone. Emerging
market economies, especially in the Asia/Pacific region, rebounded particularly well following the global
financial crisis and their currencies attracted global capital flows, sparking some concerns of inflation,
asset pricing bubbles and overheating economies. During the latter part of the fiscal year, the European
sovereign debt crisis and related concerns about financial sector stability dominated news headlines,
leading to periods of extreme risk aversion, wider credit spreads, and subsequently higher demand for the
perceived safe havens of U.S. Treasuries and German Bunds. This, despite the Standard & Poor’s (*“S&P”)
credit rating downgrade of the U.S., led to concerns over the future of the Euro, and diminishing forecasts
for economic growth across key developed and emerging markets. Central banks activities mirrored the
differences across regions of the globe during the year. Monetary tightening occurred across many
markets where signs of inflation began to appear. In contrast, the U.S., Japan, and the Eurozone
maintained key lending rates at or near historic lows as below target economic growth persisted and
inflation was less of a concern.

U.S. Equity:

The fiscal year began with equity markets fueled by the second round of Federal Reserve “Quantitative
Easing’” and on an upward trend through the first quarter of 2011. However, with the spring came
increased volatility and significant macro-economic distortions due to civil unrest in Egypt and Libya,
flooding in Australia, and the devastating earthquake and tsunami in Japan. Corporate earnings remained
strong with largely positive surprises, but often were overshadowed by investor concerns about
continuing high unemployment and soft housing data. Although markets stabilized and generally were
positive through the summer, the major equity indices sold off precipitously in August as the U.S.
struggled with the debt ceiling and ultimately received the first-ever downgrade to its credit rating from
S&P. Uncertainty created by the U.S. credit downgrade, combined with a lack of consumer confidence
and an intensifying debt crisis in the Eurozone, continued to weigh on investors through the end of the
period, reigniting fears of a global recession and a double-dip recession in the U.S.

Non U.S. Equity:

Global equity markets faced headwinds in 2010 and 2011. Notably, several southern European
economies, including those of Greece, Spain, Portugal, and Italy, faced solvency concerns amid massive
fiscal deficits. The fiscal year ended with a market upswing, however, as European leaders took steps to
address the Greek sovereign debt issue, expand the bailout fund, and stabilize the banking system.

Market volatility was a common theme during the fiscal year. During mid-2011, Greek sovereign debt
concerns and signs of slowing global growth continued to worry investors. In addition, numerous world
events caught investors’ attention, including the growing unrest in the Middle East and Northern Africa,



The Market Environment (Continued)

and the devastating earthquake and tsunami in Japan on March 11™. Renewed credit problems overseas
and the market corrections that occurred in May, June and August, however, created a more uncertain
environment, which prompted many investors to favor safety over risk.

Although Europe’s debt status bore the greatest negative macroeconomic heft globally, inflation was the
major concern across Asia throughout the fiscal year. Fortunately, these concerns started to subside
towards the end of the period, with a surprise interest rate reduction in Indonesia, inflationary easing in
China, and an expected crest in India’s inflation rate. The slowdown in inflation rates gave Asian
governments the ability to loosen monetary policy as needed to help maintain financial stability and
potentially stimulate economic growth. Though inflation rates in China receded from peak levels over
the period, China’s capacity to continue its economic expansion and serve as the world’s growth engine
came into question due to a more recent slowdown that negatively affected investor sentiment. The
growth numbers in China, however, remained healthy.

In emerging market countries, investors became risk-averse on news of potential defaults in Europe, as
well as slowing growth and accounting concerns in China leading to a relatively indiscriminate correction
in almost all emerging market countries. Concerns about potential overheating in emerging market
economies, coupled with concerns of a potential double-dip recession in developed economies, continued
to foster uncertainty about the pace and vigor of a global economic recovery.



Manager’s Analysis

PowerShares 1-30 Laddered Treasury Portfolio (ticker: PLW)

The PowerShares 1-30 Laddered Treasury Portfolio (the ““Fund”) seeks investment results that
correspond, to the price and yield (before fees and expenses) generally, of the Ryan/Mergent 1-30 Year
Treasury Laddered Index (the “Index’’), the Fund will invest at least 80% of its total assets in the
securities that comprise the Index. The Index measures the potential returns of a theoretical portfolio of
U.S. Treasury securities with a yield curve based upon 30 U.S. Treasury Bonds with fixed coupons,
scheduled to mature in a proportional, annual sequential (“laddered”) structure.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 11.38%. On an
NAV basis, the Fund returned 10.86%. During this same year the Index returned 11.19% and the
Barclays Capital U.S. Treasury Index returned 5.27%.

During the fiscal year, treasuries benefited from investors’ flight to quality and from efforts by the Federal
Reserve to bring interest rates down and keep them low. Yields on US Treasuries shifted lower across the
yield curve, with maturities between 10 and 30 years experiencing the largest decreases (between 50 and
100 basis points). The Fund benefited from its exposure to the longer end of the curve, relative to the
Barclays Capital U.S. Treasury Index.

Net Assets) as of October 31, 2011

Maturing in 1 to 5 Years 14.6 Security
Maturing in 6 to 10 Years 18.7 United States Treasury Bonds,
Maturing in 11 to 15 Years 13.1 4.500, 02/15/36 10.7
Maturing in 16 to 20 Years 23.8 United States Treasury Bonds,
. 5.375, 02/15/31 10.4
Maturing in 21 to 25 Years 10.7
. United States Treasury Bonds,
Maturing in 26 to 30 Years 18.1
3.500, 02/15/39 3.7
Money Market Fund 0.3 .
United States Treasury Bonds,
Other assets less liabilities 0.7 4.750, 02/15/41 3.6
United States Treasury Bonds,
4.625, 02/15/40 3.6
United States Treasury Bonds,
4.375, 02/15/38 3.6
United States Treasury Bonds,
4.750, 02/15/37 3.6
United States Treasury Bonds,
5.250, 02/15/29 3.4
United States Treasury Bonds,
6.250, 05/15/30 34
United States Treasury Bonds,
6.625, 02/15/27 3.3
Total 49.3



Manager’s Analysis (Continued)

PowerShares 1-30 Laddered Treasury Portfolio (ticker: PLW)

v Growth of a $10,000 Investment Since Inception’

PowerShares 1-30 Laddered Treasury Portfolio L $14,588
Ryan/Mergent 1-30 Year Treasury Laddered Index $14,395
Barclays Capital U.S. Treasury Index

- $13,033

- $10,000
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Avg. Ann.™ Fund Inception’
1 Year 3 Year Avg. Ann.™ Cumulative
il Ryan/Mergent 1-30 Year Treasury Laddered Index 11.19% 10.20% 9.76% 45.88%
e}
=8 Barclays Capital U.S. Treasury Index 5.27% 6.27% 6.70% 30.33%
g Net Asset Value (“NAV”) Return 10.86% 9.77% 9.40% 43.93%
i Share Price Return 11.38% 9.86% 9.45% 44.23%

Fund Inception: October 11, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.25% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In
addition, the results actual investors might have achieved would have differed from those shown because of differences
in the timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital U.S. Treasury Index (the “Benchmark Index”) is an unmanaged index used as a measurement of
change in stock market conditions based on the average performance of approximately 7,833 securities.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.

't Average annualized.



Manager’s Analysis

PowerShares Build America Bond Portfolio (ticker: BAB)

The PowerShares Build America Bond Portfolio (the “Fund’’) seeks investment results that correspond
(before fees and expenses) generally to the price and yield performance of The BofA Merrill Lynch Build
America Bond Index (the “Index’”). The Fund will invest at least 80% of its total assets in the securities
that comprise the Index. The Index is designed to track the performance of U.S. dollar-denominated Build
America Bonds publicly issued by U.S. states and territories, and their political subdivisions, in the U.S.
market.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 14.04%. On an
NAV basis, the Fund returned 14.10%. During this same year, the Index returned 15.04%, the BofA
Merrill Lynch U.S. Treasuries 15+ Years Index returned 17.78%, and the BofA Merrill Lynch U.S.
Corporate Master Index returned 5.55%.

Build America Bonds were offered through the Build America Bond Program, which was launched by the
U.S. Treasury under the American Recovery and Reinvestment Act of 2009. The program expired on
December 31, 2010, after which point no new bond issuance was permitted.

While the tax free municipal bond market saw $230 billion in new year to date issuances through
October 31, 2011, the absence of supply creation in the Build America Bonds market left price as the only
mechanism to respond to changes in demand.

During the fiscal year, the price return of the Index was 8.72%, while the price return of the BofA Merrill
Lynch Municipal Master Index (representing the traditional tax-free muni market, which wasn’t facing
the same supply constraint) was (1.06)%.

In addition to the supply constraint, the higher yields of Build America Bonds relative to traditional
tax-exempt municipal bonds helped to maintain relatively strong demand for this sub-class of bonds. At
the end of 2010, growing concerns over the fiscal health of states and municipalities served to offset some
of that demand into early 2011.



Manager’s Analysis (Continued)

PowerShares Build America Bond Portfolio (ticker: BAB)

v State Breakdown (% of the Fund’s

v Top Ten Fund Holdings (% of the Fund’s

Alaska
Arizona
California
Colorado
Connecticut
District of Columbia
Delaware
Florida
Georgia
Hawaii

Idaho

lllinois

Indiana
Kansas
Kentucky
Louisiana
Massachusetts
Maryland
Michigan
Missouri
Mississippi
North Carolina
New Hampshire
New Jersey
New Mexico
Nevada

New York
Ohio
Oklahoma
Oregon
Pennsylvania
South Carolina
Tennessee
Texas

Utah
Washington
Wyoming
Money Market Fund

Other assets less liabilities

Security

Chicago lllinois O’Hare International
Airport Ser. 10,
6.395, 01701740

Los Angeles California Unified
School District Ser. 10,
6.758, 07/01/34

New York City New York Ser. 10,
5.968, 03/01/36

California State Ser. 09,
7.300, 10/01/39

Orlando Florida Community
Redevelopment Agency Tax Increment
Rev. (Orlando Community
Redevelopement) Ser. 10B,
7.784,09/01/40

Florida Governmental Utility Auth. Rev.
Ser. 10B, 6.548, 10/01/40

California State Various Purpose Ser. 09,
7.550, 04701739

New Jersey State Turnpike Auth. Rev.
Ser. 09F, 7.414, 01/01/40

Cowlitz County Washington Public
Utility District No. 1 Electric Ser. 10,
6.884, 09/01/32

Miami-Dade County Florida Special

Obligation Ser. 10B,
6.743,04/01/40

Total

2.6

1.7

1.6

1.5

1.5

1.5

1.5

13

1.2

1.1
1155



Manager’s Analysis (Continued)

PowerShares Build America Bond Portfolio (ticker: BAB)

v Growth of a $10,000 Investment Since Inception’

| $12,769
E $12,589
$12,480

- $11,654

PowerShares Build America Bond Portfolio

BofA Merrill Lynch Build America Bond Index
BofA Merrill Lynch U.S. Treasuries 15+ Years Index
BofA Merrill Lynch U.S. Corporate Master Index

+ $10,000

11/17/2009
11/30/2009
10/31/2010
10/31/2011

Fund Inception®

1 Year Avg. Ann.™ Cumulative
< BofA Merrill Lynch Build America Bond Index 15.04% 12.01% 24.80%
é BofA Merrill Lynch U.S. Treasuries 15+ Years Index 17.78% 13.60% 27.69%
BofA Merrill Lynch U.S. Corporate Master Index 5.55% 8.31% 16.54%
Net Asset Value (“NAV”) Return 14.10% 12.51% 25.89%
T Share Price Return 14.04% 12.33% 25.51%

Fund Inception: November 17, 2009

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the total annual fund operating expense ratio of 0.36% includes the unitary management fee of
0.35% (0.28% after fee waiver), and estimated acquired fund fees and expenses of 0.01%. NAV and Share Price
returns assume that dividends and capital gain distributions have been reinvested in the Fund at NAV and Share Price,
respectively. The returns shown in the table above do not reflect the deduction of taxes that a shareholder would pay
on Fund distributions or the redemption or sale of Fund Shares. See invescopowershares.com to find the most recent
month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In
addition, the results actual investors might have achieved would have differed from those shown because of differences
in the timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The BofA Merrill Lynch U.S. Treasuries 15+ Years Index and BofA Merrill Lynch U.S. Corporate Master Index
(the ““Benchmark Indices’) are unmanaged indices used as a measurement of change in stock market conditions based
on the average performance of approximately 26 and 3,936 securities, respectively.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Indices are based on
the closest month-end to the Fund.

"t Average annualized.
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Manager’s Analysis

PowerShares CEF Income Composite Portfolio (ticker: PCEF)

The PowerShares CEF Income Composite Portfolio (the ““Fund’) seeks investment results that correspond
(before fees and expenses) generally to the price and yield performance of the S-Network Composite
Closed-End Fund Index®™ (the “Index’’). The Fund will normally invest at least 90% of its total assets in
securities of funds included in the Index. The Fund is a ““fund of funds,” as it invests its assets in the
common shares of funds included in the Index rather than in individual securities.

The Index currently includes closed-end funds that invest in taxable investment grade fixed-income securities
and taxable high yield fixed-income securities and that utilize an equity option writing (selling) strategy.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned (1.26)%. On an
NAV basis, the Fund returned (1.26)%. During this same year, the Index returned (0.80)% and the
S&P 500° Index returned 8.07%. Over the period, the weighted average discount of the underlying
closed-end funds’ prices to their NAVs widened from 3.09% to 7.11% and the Fund generated a price
return of (8.83)%.

v Asset Class (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s
-‘“-illéﬂi- H..ﬂslleﬂﬂeli- ‘imeii-
Bonds 36.6 Security
Option Income 34.4 Eaton Vance Tax-Managed Global
Bonds/High Yield 29.0 Diversified Equity Income Fund 5.5
Liabilities in excess of other assets 0.0 AllianceBernstein Income Fund 4.1
Eaton Vance Limited Duration
Income Fund 3.0
Eaton Vance Tax-Managed Diversified
Equity Income Fund 3.0
Eaton Vance Tax-Managed Global
Buy-Write Opportunities Fund 2.4
Nuveen Multi-Strategy Income and
Growth Fund |l 2.4
Aberdeen Asia-Pacific Income Fund, Inc. 2.3
BlackRock Build America Bond Trust 2.2
NFJ Dividend Interest & Premium
Strategy Fund 2.0
Nuveen Quality Preferred Income
Fund Il 1.7
Total 28.6

10



Manager’s Analysis (Continued)

PowerShares CEF Income Composite Portfolio (ticker: PCEF)

v Growth of a $10,000 Investment Since Inception’

PowerShares CEF Income Composite Portfolio
—— S-Network Composite Closed-End Fund IndexSM
——— S&P 500® Index

L $11,728

| $10,928
" $10,844

- $10,000

02/28/2010 4
10/31/2010 4
10/31/2011

Fund Inception’

1 Year Avg. Ann.™ Cumulative
il S-Network Composite Closed-End Fund Index®™ (0.80)% 5.37% 9.28%
E S&P 500° Index 8.07% 10.03% 17.28%
Net Asset Value (“NAV”) Return (1.26)% 4.89% 8.44%
5 Share Price Return (1.26)% 4.86% 8.38%

Fund Inception: February 19, 2010

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the total annual fund operating expense ratio of 1.62% includes the unitary management fee of
0.50%, and estimated acquired fund fees and expense of 1.12%. NAV and Share Price returns assume that dividends
and capital gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown
in the table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the
redemption or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In
addition, the results actual investors might have achieved would have differed from those shown because of differences
in the timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The S&P 500° Index (the “Benchmark Index’’) is an unmanaged index used as a measurement of change in stock
market conditions based on the average performance of approximately 500 common stocks.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund.

" Average annualized.



Manager’s Analysis

PowerShares Chinese Yuan Dim Sum Bond Portfolio (ticker: DSUM)

The PowerShares Chinese Yuan Dim Sum Bond Portfolio (the “Fund’) seeks investment results that
generally correspond (before fees and expenses) to the price and yield performance of the Citigroup

Dim Sum (Offshore CNY) Bond Index (the “Index’’). The Fund will invest at least 80% of its total assets
in Yuan-denominated bonds that comprise the Index. The Index is designed to provide exposure to
Chinese Yuan-denominated bonds that are issued and settled outside of mainland China. The Index
includes fixed-rate securities issued by governments, agencies, supranationals, and corporations. The
bonds within the Index generally have a fixed rate coupon (excluding zeros), a minimum maturity of one
year and a minimum size outstanding of 1 billion Yuan.

The Fund began trading on September 23, 2011. For the period ended October 31, 2011, on a share price
basis, the Fund returned (4.51)%. On an NAV basis, the Fund returned (1.38)%. During this same year
the Index returned (1.06)% and the BofA Merrill Lynch Global Broad Market Index returned 0.37%. The
Fund’s slight underperformance was due largely to slippage costs on the three initial creations for which
the authorized participant was not charged.

Net Assets) as of October 31, 2011

Sovereign 21.6 Security
Diversified Financial Services 15.6 China Government Bond,
Banks 13.3 1.800, 12/01/15 17.2
Retail 8.0 Bank of China Ltd.,
2.900, 09/30/13 4.5
Auto Manufacturers 7.8
China Development Bank Corp.,
Real Estate 4.3
2.700, 11/11/2013 4.5
Lodging 4.3 .
i China Government Bond,
Chemicals 4.3 1.400, 08/18/16 4.4
Food 4.2 Catepillar Financial Services Corp.,
Insurance 4.2 1.350, 07/12/13 4.4
Building Materials 4.2 Global Logistic Properties Ltd.,
Gas a1 3.375,05/11/16 4.3
Miscellaneous Manufacturing 4.0 Melco Crown Entertainment Ltd.,
A 3.750, 05709713 4.3
Other assets less liabilities 0.1
Volkswagen International Finance NV,
2.150, 05/23/16 4.3
Sinochem Offshore Capital Co. Ltd.,
1.800, 01/18/14 4.3
VTB Bank OJSC Via VTB Capital SA,
2.950, 12/23/13 4.3
Total 56.5



Manager’s Analysis (Continued)

PowerShares Chinese Yuan Dim Sum Bond Portfolio (ticker: DSUM)

v Fund Performance History (%) As of October 31, 2011

Fund Inception’

Cumulative
g Citigroup Dim Sum Bond Index (1.06)%
E BofA Merrill Lynch Global Broad Market Index 0.37%
Net Asset Value (“NAV”) Return (1.38)%
5 Share Price Return (4.51)%

Fund Inception: September 23, 2011

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.45% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The BofA Merrill Lynch Global Broad Market Index (the “Benchmark Index’’) is an unmanaged index used as a
measurement of change in stock market conditions based on the average performance of approximately 19,282
securities.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.



Manager’s Analysis

PowerShares Convertible Securities Portfolio (ticker: CVRT)

The PowerShares Convertible Securities Portfolio (the “Fund’’) seeks investment results that correspond
(before fees and expenses) generally to the price and yield performance of The BofA Merrill Lynch All
U.S. Convertibles Index® (the “Index’”). The Fund will invest at least 80% of its total assets in the
component securities that comprise the Index. The Index is designed to track the performance of U.S.
dollar-denominated investment grade and non-investment grade convertible securities sold into the U.S.
market and publicly traded in the United States (including the over-the-counter market).

The Fund began trading on May 26, 2011. For the period ended October 31, 2011, on a share price basis,
the Fund returned (8.46)%. On an NAV basis, the Fund returned (8.69)%. During this same year the
Index returned (8.12)%, the S&P 500° Index returned (6.06)% and the Barclays Capital U.S. Aggregate
Index returned 3.63%. The Fund was hurt by investors shift out of higher-risk corporate credits. The
continued world-wide macroeconomic risks have caused volatility to remain at historically elevated levels
and widened high-yield credit spreads. This has negatively impacted the convertible bond market because
a large percentage (roughly two-thirds) are non-investment grade.

On a positive note, when comparing the Fund to its own underlying equity constituents it outperformed
with less than half the volatility.

As a result of a structural shift the end investors profile has changed over the past few years. There are
now larger long-only investors entering the market, who are much more focused on credit quality and
company fundamentals. This is in contrast to the typical investors of the past who were generally levered
hedge funds. This has added some stability to the convertible bond market and may potentially mitigate
the risk of a steep market sell off as seen in 2008-20009.

Issuance also slowed, as companies were hesitant to sell convertible bonds due to equities having been
hurt in this time period and therefore not wanting to sell their equity at too cheap of a price. This scarcity
may provide a floor going forward as supply dwindles to match demand.

14



Manager’s Analysis (Continued)

PowerShares Convertible Securities Portfolio (ticker: CVRT)

v Industry Breakdown (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s

Biotechnology 10.1 Security
REITs 9.7 Amgen, Inc., Series B,
Semiconductors 6.9 General Motors Co., Series B, $2.38 3.7
il & Gas 52 Microchip Technology, Inc.,
Internet 57 2.125, 12/15/37 29
. 48 Wells Fargo & Co., Series L, $75.00 2.9
Insurance 4.7 Intel Corp.,
. 3.250, 08/01/39 2.8
Pharmaceuticals 3.8
. . PPL Corp., $4.38 2.7
Miscellaneous Manufacturing 3.8
EMC Corp.,
Auto Manufacturers 3.7
1.750, 12/01/13 2.6
Telecommunications 34 . . )
- United Continental Holdings, Inc.,
Mining 3.3 6.000, 10/15/29 2.6
Healthcare-Products 3.3 BorgWarner, Inc.,
Auto Parts & Equipment 3.1 3.500, 04/15/12 2.6
Electric 2.8 Gilead Sciences, Inc.,
AiifirEs 26 1.000, 05/01/14 25
Commercial Services 1.7 Total 29.7
Investment Companies 1.6
Media 1.4
Lodging 1.2
Coal 1.2
Beverages 1.2
Diversified Financial Services 1.2
Healthcare-Services 1.1
Money Market Fund 1.1
Electrical Components & Equipment 1.1
Aerospace/Defense 1.1

Other assets less liabilities 0.3



Manager’s Analysis (Continued)

PowerShares Convertible Securities Portfolio (ticker: CVRT)
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v Fund Performance History (%) As of October 31, 2011
Fund Inception’
Cumulative

B BofA Merrill Lynch All U.S. Convertibles Index®" (8.12)%
gl sep 500° Index (6.06)%
Barclays Capital U.S. Aggregate Index 3.63%
Net Asset Value (“NAV”) Return (8.69)%
- Share Price Return (8.46)%

Fund Inception: May 26, 2011

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.35% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the table
above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption or
sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital U.S. Aggregate Index and S&P 500° Index (the “Benchmark Indices”) are unmanaged indices
used as a measurement of change in stock market conditions based on the average performance of approximately
7,833 and 500 securities, respectively.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Indices are based on
the closest month-end to the Fund’s inception date.
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Manager’s Analysis

PowerShares Emerging Markets Sovereign Debt Portfolio (ticker: PCY)

The PowerShares Emerging Markets Sovereign Debt Portfolio (the ““Fund’) seeks investment results that
correspond (before fees and expenses) generally to the price and yield performance of the DB Emerging
Market USD Liquid Balanced Index (the “Index’’). The Fund will invest at least 80% of its total assets in
securities that comprise the Index. The Index tracks the potential returns of a theoretical portfolio of
liquid emerging markets U.S. dollar-denominated government bonds issued by approximately 22
emerging-market countries. The countries in the Index are selected annually pursuant to a proprietary
index methodology and the constituents are rebalanced quarterly.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 2.60%. On an NAV
basis, the Fund returned 2.60%. During this same year the Index returned 3.07%, the JPMorgan
Emerging Market Bond Global Index returned 4.05% and the Barclays Capital U.S. Aggregate Index
returned 5.00%.

The fiscal woes of developed nations contributed to a flight to perceived quality in the sovereign debt
markets, as evidenced by the significant outperformance of U.S. Treasuries over their emerging market
counterparts. While Greece is not one of the countries in the index, the majority of the difference in
performance occurred after June, coinciding with the heightening of troubles in Greece and other
sovereign issuers on the Mediterranean rim.

v Country Breakdown (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s
Net Assets) as of October 31, 2011 Net Assets) as of October 31, 2011
Colombia 4.8 Security
Qatar 4.7 Republic of Bulgaria,
T 4.7 8.250, 01/15/15 4.0
Brazil 4.6 Republic of Korea,
. 5.125, 12/07/16 2.1
Mexico 4.6
. Socialist Republic of Vietham,
Indonesia 4.5
6.750, 01/29/20 2.1
Turkey 4.4 .
T Republic of Korea,
Philippines 4.4 7.125, 04/16/19 2.1
Venezuela 4.4 Socialist Republic of Vietnam,
South Africa 4.3 6.875, 01/15/16 2.0
Panama 4.3 Islamic Republic of Pakistan,
Uruguay 4.2 6.875, 06/01/17 1.9
Poland 4.2 Islamic Republic of Pakistan,
. . 7.125, 03/31/16 1.9
Lithuania 4.2
; Republic of Brazil,
U R 7.125, 01/20/37 17
South Korea 4.1 Republic of Colombia,
Croatia 4.1 7.375, 09/18/37 1.7
El Salvador 4.1 Republic of Peru,
Vietnam 4.1 8.750, 11/21/33 1.7
Bulgaria 4.0 Total 21.2
Hungary 4.0
Pakistan 3.8
Ukraine 3.7
United States 0.5
Other assets less liabilities 1.2
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Manager’s Analysis (Continued)

PowerShares Emerging Markets Sovereign Debt Portfolio (ticker: PCY)

v Growth of a $10,000 Investment Since Inception’

$14,455
F $14,160

$13,801
T $13,062

PowerShares Emerging Markets Sovereign Debt Portfolio
——— DB Emerging Market USD Liquid Balanced Index

——— JP Morgan Emerging Market Bond Global Index
Barclays Capital U.S. Aggregate Index

+ $10,000
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Avg. Ann.™ Fund Inception®
1 Year 3 Year Avg. Ann.™ Cumulative
9 DB Emerging Market USD Liquid Balanced Index 3.07% 23.87% 9.51% 44.55%
é JP Morgan Emerging Market Bond Global Index 4.05% 19.59% 8.89% 41.60%
Barclays Capital U.S. Aggregate Index 5.00% 8.87% 6.76% 30.62%
Net Asset Value (“NAV”) Return 2.60% 22.34% 8.27% 38.01%
7 Share Price Return 2.60% 25.65% 8.11% 37.21%

Fund Inception: October 11, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.50% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In
addition, the results actual investors might have achieved would have differed from those shown because of differences
in the timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The JP Morgan Emerging Markets Bond Global Index and Barclays Capital U.S. Aggregate Index (the “Benchmark
Indices™) are unmanaged indices used as a measurement of change in stock market conditions based on the average
performance of approximately 173 and 7,833 common stocks, respectively.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Indices are based on
the closest month-end to the Fund’s inception date.

't Average annualized.



Manager’s Analysis

PowerShares Fundamental High Yield® Corporate Bond Portfolio (ticker: PHB)

The PowerShares Fundamental High Yield® Corporate Bond Portfolio (the “Fund”) seeks investment
results that correspond (before fees and expenses) generally to the price and yield performance of the
RAFI® High Yield Bond Index (the “Index”). The Index measures potential returns of a theoretical
portfolio of high yield corporate bonds that must be rated Bal/BB+ or lower by either Moody’s Investors
Service, Inc. or Standard & Poor’s, a division of The McGraw-Hill Companies, Inc., but not rated below
B3/B- by either. The Fund will invest at least 80% of its total assets in the securities that comprise the
Index. The Index is comprised of U.S. dollar-denominated bonds registered for sale in the United States
whose issuers are public companies listed on major U.S. stock exchanges. Only securities with greater
than one year to maturity qualify for inclusion in the Index. Based on the Fundamental Index®
methodology developed by Research Affiliates, LLC, the Index is compiled and calculated by Ryan ALM,
Inc. The Index is rebalanced monthly.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 4.72%. On an NAV
basis, the Fund returned 4.85%. During this same year the Index returned 6.42%, while the Barclays
Capital U.S. Corporate High Yield Index returned 5.17% and the Blended — RAFI® High Yield Bond
Index returned 6.42%.

On August 2, 2010, the Fund’s underlying index changed from the Wells Fargo High Yield Bond Index to
the RAFI® High Yield Bond Index. Given the limited overlap between these two indexes, a majority of the
Fund had to be repositioned. In addition to low liquidity, high yield bond market volatility was extremely
high and thus unusually wide bid/ask spreads also contributed to the Fund’s underperformance versus its
Index over the reporting period.

The higher-quality nature of the Fund is the primary reason for its outperformance of the benchmark
index during the fiscal year. Over the fiscal year, the BofA Merrill Lynch U.S. High Yield BB Rated and B
Rated Indexes returned 5.03% and 5.08%, respectively, while the CCC and Lower Rated counterpart
returned 2.93%. The RAFI High Yield Bond Index excludes bonds rated below B-.

Over this period, credit spreads also widened more at the lower end of the credit spectrum. Spreads on BB
and B rated bonds widened by 208 and 232 basis points respectively, while spreads on CCC and lower
rated bonds widened 362 basis points.
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Manager’s Analysis (Continued)

PowerShares Fundamental High Yield® Corporate Bond Portfolio (ticker: PHB)

v Industry Breakdown (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s

Oil & Gas 10.0 Security

Te.Iecorn-munl.catlor]s - 8.5 Weyerhaeuser Co.,

Diversified Financial Services 8.0 7.375. 10/01/19 15
Retail 7.7 . .

- - International Lease Finance Corp.,
Commercial Services 5.0 8.625, 09/15/15 1.4
:)0(: . 2? Sears Holdings Corp.,

ece : 6.625, 10/15/18 14
Chemicals 3.5 Sorint Nextel C

print Nextel Corp.,
Banks _ 8.2 6.000, 12/01/16 13
Auto Parts & Equipment 3.0 .
. Ford Motor Credit Co. LLC,

Lodging 29

. 8.000, 12/15/16 1.2
Pipelines 2.8
¥
REITs 2.4 : ' ’
Healthcare-Services 23 Ford Motor Credit Co. LLC,
Packaging & Containers 2.2 7.000, 10/01/13 12
Media 2% Kinder Morgan Finance Co. ULC,
Coal 21 5.700, 01/05/16 1.0
Iron/Steel 1.6 Ameren Corp.,
Aerospace/Defense 1.6 8.875, 05/15/14 1.0
Healthcare-Products 1.5 Williams Cos., Inc. (The),
Building Materials 1.4 7.875,09/01/21 1.0
Advertising 1.2 Total 12.2
Semiconductors 1.0
Beverages 0.9
Biotechnology 0.8 v Portfolio Composition by
Internet 0.8 . o
Computers 0.8 ’
Miscellaneous Manufacturing 0.7
Software 0.7
Leisure Time 0.7
Electronics 0.7
Energy-Alternate Sources 0.7 B+ 10.6
Entertainment 0.6 B- 4.1
Money Market Fund 0.6 B 958
Household Products/Wares 0.6 BB+ 237
Mining 0.6

. . L BB- 17.2

Holding Companies-Diversified 0.6
Real Estate 0.5 it e
Pharmaceuticals 0.5 BBB- 14.9
Apparel 0.5 BBB 1.7
Transportation 0.5 Money Market Fund 0.6
L DS RS 0 Other assets less liabilities 1.4
Forest Products & Paper 0.4
Oil & Gas Services 0.4
Agriculture 0.2

Other assets less liabilities 1.4



Manager’s Analysis (Continued)

PowerShares Fundamental High Yield® Corporate Bond Portfolio (ticker: PHB)

22

v Growth of a $10,000 Investment Since Inception’

- $13,780

PowerShares Fundamental High Yield® Corporate Bond Portfolio
Blended - RAFI® High Yield Bond Index

Barclays Capital U.S. Corporate High Yield Index

RAFI® High Yield Bond Index

- $11,724

$10,642
| $10,300
E $10,000
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10/31/2011

Avg. Ann.™ Fund Inception’
1 Year 3 Year Avg. Ann.™ Cumulative
B Blended - RAFI® High Yield Bond Index* 6.42% 19.04% 4.10% 17.24%
é RAFI® High Yield Bond Index 6.42% N/A N/A N/A
Barclays Capital U.S. Corporate High Yield Index 5.17% 22.96% 8.35% 37.80%
Net Asset Value (“NAV”) Return 4.85% 14.09% 0.75% 3.00%
7 Share Price Return 4.72% 13.08% 0.14% 0.57%

Fund Inception: November 15, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.50% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In
addition, the results actual investors might have achieved would have differed from those shown because of differences
in the timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital U.S. Corporate High Yield Index (the “Benchmark Index”) is an unmanaged index used as a
measurement of change in stock market conditions based on the average performance of approximately 1,868
securities.

" Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.

™ Average annualized.

* The data known as “Blended” Index is comprised of the Wells Fargo® High Yield Bond Index from Fund inception
through the conversion date, August 2, 2010, followed by the performance of RAFI® High Yield Bond Index starting
at the conversion date and through October 31, 2011.
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Manager’s Analysis

PowerShares Fundamental Investment Grade Corporate Bond Portfolio (ticker: PFIG)

The PowerShares Fundamental Investment Grade Corporate Bond Portfolio (the “Fund’) seeks investment
results that correspond (before fees and expenses) generally to the price and yield performance of the
RAFI® Investment Grade Bond Index (the “Index’”). The underlying Index represents the performance of a
theoretical portfolio of investment grade corporate bonds that must be rated BBB/Baa or higher by both
Moody’s Investors Services, Inc. and Standard & Poor’s, a division of The McGraw-Hill Companies, Inc.
The Fund will invest at least 80% of its total assets in the securities that comprise the Index. The Index is
comprised of U.S. dollar-denominated bonds registered for sale in the United States whose issuers are
public companies listed on major U.S. stock exchanges. Only securities with greater than one year to
maturity qualify for inclusion in the Index. Based on the Fundamental Index® methodology developed by
Research Affiliates, LLC, the Index is compiled and calculated by Ryan ALM, Inc. The Index is
rebalanced monthly for rules and annually for weights.

The Fund began trading on September 15, 2011. For the period ended October 31, 2011, on a share price
basis, the Fund returned 2.43%. On an NAV basis, the Fund returned 0.40%. During this same time
period the Index returned 0.71% and the Barclays Capital U.S. Aggregate Index returned 0.84%.
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Manager’s Analysis (Continued)

PowerShares Fundamental Investment Grade Corporate Bond Portfolio (ticker: PFIG)

v Industry Breakdown (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s

Banks 10.9 Security
Insurance 8.9 JPMorgan chase & Co.,
Oil & Gas 6.7 6.000, 01/15/18 3.4
Retail 6.2 Wells Fargo & Co.,
. 5.625, 12/11/17 29
Pharmaceuticals 5.9
) Wal-Mart Stores Inc.,
Electric 55
3.250, 10/25/20 2.6
Diversified Financial Services 4.7 .
Citigroup Inc.,
Food 4.5 5.500, 04/11/13 2.6
Media 4.4 Halliburton Co.,
Healthcare-Services 3.5 6.150, 09/15/19 25
Computers 3.4 ConocoPhillips Co.,
Miscellaneous Manufacturing 3.3 5.750, 02/01/19 24
Agriculture 31 Coca-Cola Co. (The),
. . 5.350, 11/15/17 24
Oil & Gas Services 2.5
Procter & Gamble Co. (The),
Beverages = 4.700, 02/15/19 2.4
Cosmetics/Personal Care 2.3 Metlife Inc.,
Telecommunications 23 6.750, 06/01/16 2.4
Healthcare-Products 2.3 Berkshire Hathaway Inc.,
Reits 23 3.200, 02/11/15 2.4
Aerospace/Defense 2.2 Total 26.0
Internet 2.2
Biotechnology 2.2
Semiconductors 21 v Portfolio Composition by
Household Products/Wares 1.2 i ity (%
Electronics 1.2
Software 1.1
Transportation 1.0
Biotechnology 1.0
Other assets less liabilities 0.7
AA- 11.9
AA 8.5
A+ 12.1
A- 16.7
A 25.8
BBB+ 7.2
BBB- 4.4
BBB 55
Other assets less liabilities 0.7
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Manager’s Analysis (Continued)

PowerShares Fundamental Investment Grade Corporate Bond Portfolio (ticker: PFIG)

26

v Fund Performance History (%) As of October 31, 2011
Fund Inception’
Cumulative
Al RAFI® Investment Grade Bond Index 0.71%
Barclays Capital U.S. Aggregate Index 0.84%
Pol  Net Asset Value (“NAV”) Return 0.40%
Share Price Return 2.43%

Fund Inception: September 15, 2011

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.22% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital U.S. Aggregate Index (the “Benchmark Index”) is an unmanaged index used as a measurement of
change in stock market conditions based on the average performance of approximately 7,833 securities.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.
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Manager’s Analysis

PowerShares Insured California Municipal Bond Portfolio (ticker: PW2)

The PowerShares Insured California Municipal Bond Portfolio (the “Fund”) seeks investment results

that correspond (before fees and expenses) generally to the price and yield performance of The BofA
Merrill Lynch California Insured Long-Term Core Plus Municipal Securities Index (the “Index’’). The
Fund will invest at least 80% of its total assets in securities that comprise the Index. The Index is designed
to track the performance of U.S.-dollar-denominated, investment-grade, insured, tax-exempt debt that is
publicly issued by California or Puerto Rico or their political subdivisions. The Index is adjusted monthly
and its constituents are capitalization-weighted based on their current amount outstanding.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 2.90%. On an NAV
basis, the Fund returned 2.90%. During this same year the Index returned 4.48%, the BofA Merrill Lynch
California Insured Long-Term Core Plus Municipal Securities Index returned 4.48%, the Custom Insured
California Municipal Bond Index returned 4.49%, the Barclays Capital Municipal Insured Long 20 Year
Index returned 4.16% and the Barclays Capital Municipal 20 Year Total Return Index returned 4.40%. In
October 2010, growing concerns over the fiscal health of states and municipalities triggered fears of
widespread defaults in the municipal market that resulted in a significant selloff. These fears proved to be
unfounded and the market began to turn in January 2011, making a full recovery by May 2011.
Additionally, the rates at the longer end of the yield curve fell by approximately 80 basis points over the
period.
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Manager’s Analysis (Continued)

PowerShares Insured California Municipal Bond Portfolio (ticker: PW2)

v Revenue Type Breakdown v Top Ten Fund Holdings (% of the Fund’s

October 31, 2011

Security
Ad Valorem Property Tax 24.9 San Francisco Bay California Area Rapid
Lease Revenue 18.8 Transit District Ser. 06,
Sales Tax Revenue 12.2 S0, L/ ElE
Sacramento California Area Flood
Water Revenue 8.4 Control Agency Consolidated Capital
Hospital Revenue 8.2 Assessment District Ser. 08,
Electric Power Revenue 6.2 5.625, 10/01/37 4.4
Sewer Revenue 6.1 El Monte California Union High School
Special Assessment a4 District (Election of 2008) Ser. 09A,
. 5.500, 06/01/34 4.3
Special Tax 3.7 L .
Kern County California COP (Capital
College Revenue 2.6 Improvements Projects) Ser. 09A,
Highway Tolls Revenue 1.1 5.750, 08/01/35 4.3
General Fund 1.0 Los Angeles Unified School District
Tax Increment Revenue 0.8 (Election 2002) Ser. 07C,
Other assets less liabilities 1.6 S0, WAL e

Los Angeles County California
Metropolitan Transportation Auth.
Sales Tax Rev. (Proposition A First
Tier Senior) Ser. 05-A,
5.000, 07/01/35 4.2

Antelope Valley California Community
College District (Election 2004) Ser. 07B,
5.250, 08/01/39 3.8
Tustin California Unified School District
Special Tax Senior Lien (Community
Facilities District No. 97-1) Ser. 02A,
5.000, 09/01/38 3.7
Puerto Rico Commonwealth Public
Improvement Ref. Ser. 07A-4,
5.000, 07/01/31 3.0
Richmond Joint Powers Financing Auth.

Lease Rev. (Civic Center Project) Ser. 09,
5.750, 08/01/29 2.9

Total 41.4



Manager’s Analysis (Continued)

PowerShares Insured California Municipal Bond Portfolio (ticker: PW2)
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v Growth of a $10,000 Investment Since Inception’

PowerShares Insured California Municipal Bond Portfolio $12,422
BofA Merrill Lynch California Insured Long-Term Core Plus Municipal Securities Index T g} ?:ggg
Custom Insured California Municipal Bond Index [ $11,939
Barclays Capital Municipal Insured Long 20 Year Index F$11,524
Barclays Capital Municipal 20 Year Total Return Index

T $10,000
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Avg. Ann.™ Fund Inception’
1 Year 3 Year Avg. Ann."" Cumulative

BofA Merrill Lynch California Insured Long-Term Core Plus
Municipal Securities Index 4.48% 9.62% 4.56% 19.82%
§ Custom Insured California Municipal Bond Index 4.49% 9.84% 4.47% 19.39%
= Barclays Capital Municipal Insured Long 20 Year Index 4.16% 9.41% 5.15% 22.78%
Barclays Capital Municipal 20 Year Total Return Index 4.40% 10.09% 5.45% 24.22%
Net Asset Value (“NAV”) Return 2.90% 8.82% 3.56% 15.24%
5l Share Price Return 2.90% 8.95% 3.38% 14.41%

Fund Inception: October 11, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.35% (0.28% after fee waiver) is expressed as a unitary fee to cover operating
expenses and expenses incurred in connection with managing the portfolio. NAV and Share Price returns assume that
dividends and capital gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The
returns shown in the table above do not reflect the deduction of taxes that a shareholder would pay on Fund
distributions or the redemption or sale of Fund Shares. See invescopowershares.com to find the most recent month-end
performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In
addition, the results actual investors might have achieved would have differed from those shown because of differences
in the timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital Municipal Insured Long 20 Year Index (the “Benchmark Index”) is an unmanaged index used as a
measurement of change in stock market conditions based on the average performance of approximately 5,846 securities.

" Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.

* Average annualized.
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Manager’s Analysis

PowerShares Insured National Municipal Bond Portfolio (ticker: PZA)

The PowerShares Insured National Municipal Bond Portfolio (the “Fund”) seeks investment results that
correspond (before fees and expenses) generally to the price and yield performance of The BofA Merrill
Lynch National Insured Long-Term Core Plus Municipal Securities Index (the “Index’”). The Fund
normally will invest at least 80% of its total assets in securities that comprise the Index. The Index is
designed to track the performance of U.S. dollar-denominated, investment-grade, insured, tax-exempt debt
that is publicly issued by U.S. municipalities in the U.S. domestic market. The Index is adjusted monthly
and its constituents are capitalization-weighted based on their current amount outstanding.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 3.63%. On an NAV
basis, the Fund returned 3.63%. During this same year the Index returned 4.45%, the BofA Merrill Lynch
National Insured Long-Term Core Plus Municipal Securities Index returned 4.45%, the Custom Insured
National Municipal Bond Index returned 4.45%, the Barclays Capital Municipal Insured Long 20 Year
Index returned 4.16% and the Barclays Capital Municipal 20 Year Total Return Index returned 4.40%.
In October 2010, growing concerns over the fiscal health of states and municipalities triggered fears of
widespread defaults in the municipal market that resulted in a significant selloff. These fears proved to be
unfounded and the market began to turn in January 2011, making a full recovery by May 2011.
Additionally, the rates at the longer end of the yield curve fell by approximately 80 basis points over the
period.
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Manager’s Analysis (Continued)

PowerShares Insured National Municipal Bond Portfolio (ticker: PZA)

v State and Territory Breakdown v Top Ten Fund Holdings (% of the Fund’s

October 31, 2011

Security
Alabama 1.7 Miami-Dade County Florida Water &
Arizona 5.4 Sewer System Rev. Ser. 10,
California 16.2 5.000, 10/01/29 4.0
North Texas Tollway Auth. Rev. Ref.
Colorado 11 System (First Tier) Ser. 08K-1,
Connecticut 0.1 5.750, 01/01/38 3.2
District of Columbia 1.7 New Jersey State Transportation
Florida 12.1 Trust Fund Auth. (Transit System)
Georgia 55 Ser. 08A, 5.500, 12/15/38 3.0
Guam 0.6 Philadelphia Pennsylvania Airport Rev.
Ser. 10A, 5.000, 06/15/35 2.8
lllinois 5.7
. Chicago lllinois Ref. Ser. 10A,
Indiana 2.0 5.000, 01/01/28 2.2
lowa 05 New Jersey Health Care Facilities
Kentucky 18 Financing Auth. Rev. (Virtua Health)
Louisiana 1.2 Ser. 09, 5.500, 07/01/38 2.0
Massachusetts 03 Atlanta Georgia Water & Wastewater
Maryland 01 Rev. Ser. 09-B, 5.250, 11/01/34 1.8
; Medford Oregon Hospital Facilities Auth.
Maine 0.7 Rev. Ref. (Asanthe Health System)
Michigan 2.2 Ser. 10, 5.500, 08/15/28 1.7
Missouri 1.0 Pennsylvania State Turnpike Common
North Carolina 2.1 Turnpike Rev. Subordinate Ser. 08C,
New Hampshire 03 6.250, 06/01/38 1.7
New Jersey 53 Arizona State Lottery Rev. Ser. 10A,
5.000, 07/01/28 15
New York 5.2
i Total 23.9
Ohio 0.2
Oregon 1.7
Pennsylvania 10.5
Puerto Rico 11
South Carolina 15
Texas 7.4
Virginia 0.2
Washington 1.9
Wisconsin 0.5

Other assets less liabilities 2.1



Manager’s Analysis (Continued)

PowerShares Insured National Municipal Bond Portfolio (ticker: PZA)
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v Growth of a $10,000 Investment Since Inception’

$12,422
PowerShares Insured National Municipal Bond Portfolio 4 $12,278
The BofA Merrill Lynch National Insured Long-Term Core Plus Municipal Securities Index =3 g} g:ézg
Custom Insured National Municipal Bond Index - $11,655
Barclays Capital Municipal Insured Long 20 Year Index
Barclays Capital Municipal 20 Year Total Return Index
+ $10,000
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v Fund Performance History (%) As of October 31, 2011

Avg. Ann.™ Fund Inception’
1 Year 3 Year Avg. Ann.™ Cumulative

The BofA Merrill Lynch National Insured Long-Term Core Plus
Municipal Securities Index 4.45% 9.96% 4.96% 21.68%
é Custom Insured National Municipal Bond Index 4.45% 10.66% 4.73% 20.63%
= Barclays Capital Municipal Insured Long 20 Year Index 4.16% 9.41% 5.15% 22.78%
Barclays Capital Municipal 20 Year Total Return Index 4.40% 10.09% 5.45% 24.22%
Net Asset Value (“NAV”) Return 3.63% 9.68% 3.85% 16.55%
il Share Price Return 3.63% 9.19% 3.63% 15.55%

Fund Inception: October 11, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.35% (0.28% after fee waiver) is expressed as a unitary fee to cover operating
expenses and expenses incurred in connection with managing the portfolio. NAV and Share Price returns assume that
dividends and capital gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The
returns shown in the table above do not reflect the deduction of taxes that a shareholder would pay on Fund
distributions or the redemption or sale of Fund Shares. See invescopowershares.com to find the most recent month-end
performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital Municipal Insured Long 20 Year Index and Barclays Capital Municipal 20 Year Total Return
Index (the ““Benchmark Indices’) are unmanaged indices used as a measurement of change in stock market conditions
based on the average performance of approximately 37,480 and 4,718 securities, respectively.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Indices are based on
the closest month-end to the Fund’s inception date.

* Average annualized.
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Manager’s Analysis

PowerShares Insured New York Municipal Bond Portfolio (ticker: PZT)

The PowerShares Insured New York Municipal Bond Portfolio (the “Fund”) seeks investment results that
correspond (before fees and expenses) generally to the price and yield performance of The BofA Merrill
Lynch New York Insured Long-Term Core Plus Municipal Securities Index (the “Index’”). The Fund
normally will invest at least 80% of its total assets in securities that comprise the Index. The Index is
designed to track the performance of U.S. dollar-denominated, investment-grade, insured, tax-exempt
debt publicly issued by New York or Puerto Rico or their political subdivisions. The Index is adjusted
monthly and its constituents are capitalization-weighted based on their current amount outstanding.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 3.07%. On an NAV
basis, the Fund returned 3.24%. During this same year the Index returned 3.94%, the BofA Merrill Lynch
New York Insured Long-Term Core Plus Municipal Securities Index returned 3.94%, the Custom Insured
New York Municipal Bond Index returned 3.94% the Barclays Capital Municipal Long 20 Year Index
returned 4.16% the Barclays Capital Municipal 20 Year Total Return Index returned 4.40%. In

October 2010, growing concerns over the fiscal health of states and municipalities triggered fears of
widespread defaults in the municipal market that resulted in a significant selloff. These fears proved to be
unfounded and the market began to turn in January 2011, making a full recovery by May 2011.
Additionally, the rates at the longer end of the yield curve fell by approximately 80 basis points over the
period.
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Manager’s Analysis (Continued)

PowerShares Insured New York Municipal Bond Portfolio (ticker: PZT)

v Revenue Type Breakdown v Top Ten Fund Holdings (% of the Fund’s

October 31, 2011

Security
Miscellaneous Revenue 16.8 Long Island Power Auth. New York
Electric Power Revenue 13.2 Electric Systems Rev. General
Sales Tax Revenue 10.4 Ser. 08A, 5.500, 05/01/33 13.2
Colleae Revenue 8.9 Sales Tax Asset Receivables Corp.
9 : Ser. 04A, 5.000, 10/15/32 77

Highway Tolls Revenue 8.5 New York City Industrial Development
Transit Revenue 8.5 Agency Rev. Queens Baseball
Water Revenue 4.8 Stadium (Pilot) Ser. 09,
Recreational Revenue 4.7 6.500, 01/01/46 5.6
Lease Revenue 45 Metropolitan Transportation Auth.
Hospital Revenue a4 New York Rev. Ref. Insured Ser. 02A,

P : 5.750, 11/15/32 5.4
Port, Airport & Marina Revenue 42 New York State Dormitory Auth. Rev.
Hotel Occupancy Tax 4.1 (The New School) Ser. 10,
Ad Valorem Property Tax 3.8 5.500, 07/01/43 4.2
Income Tax Revenue 1.3 New York Convention Center
Other assets less liabilities 1.9 Development Corp. Rev. (Hotel Unit Fee

Secured) Ser. 05, 5.000, 11/15/44 4.1

New York State Dormitory Auth. Rev.

(New York University) Ser. 01,

5.500, 07/01/40 &3
Nassau County New York Sewer & Storm

Water Finance Auth. System Rev.

Ser. 08A, 5.375, 11/01/28 3.2
New York City Industrial Development

Agency Rev. Yankee Stadium (Pilot)

Ser. 09, 7.000, 03/01/49 3.0
Triborough Bridge & Tunnel Auth. Rev.
Ref. Ser. 02, 5.000, 11/15/32 3.0

Total 52.7



Manager’s Analysis (Continued)

PowerShares Insured New York Municipal Bond Portfolio (ticker: PZT)
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v Growth of a $10,000 Investment Since Inception’

$12,422
PowerShares Insured New York Municipal Bond Portfolio I $12,278
The BofA Merrill Lynch New York Insured Long-Term Core Plus Municipal Securities Index L 2} }'g?;
Custom Insured New York Municipal Bond Index [ 1:400
Barclays Capital Municipal Insured Long 20 Year Index
Barclays Capital Municipal 20 Year Total Return Index
+ $10,000
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v Fund Performance History (%) As of October 31, 2011

Avg. Ann." Fund Inception’
1 Year 3 Year Avg. Ann.™ Cumulative

The BofA Merrill Lynch New York Insured Long-Term Core Plus
Municipal Securities Index 3.94% 9.81% 4.53% 19.67%
@ Custom Insured New York Municipal Bond Index 3.94% 10.24% 4.42% 19.18%
= Barclays Capital Municipal Insured Long 20 Year Index 4.16% 9.41% 5.15% 22.78%
Barclays Capital Municipal 20 Year Total Return Index 4.40% 10.09% 5.45% 24.22%
Net Asset Value (“NAV”) Return 3.24% 8.53% 3.28% 14.00%
5l Share Price Return 3.07% 8.25% 2.99% 12.70%

Fund Inception: October 11, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.35% (0.28% after fee waiver) is expressed as a unitary fee to cover operating
expenses and expenses incurred in connection with managing the portfolio. NAV and Share Price returns assume that
dividends and capital gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns
shown in the table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the
redemption or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital Municipal Insured Long 20 Year Index and Barclays Capital Municipal 20 Year Total Return
Index (the “Benchmark Indices™) are unmanaged indices used as a measurement of change in stock market conditions
based on the average performance of approximately 37,480 and 4,718 securities, respectively.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Indices are based on
the closest month-end to the Fund’s inception date.

" Average annualized.
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Manager’s Analysis

PowerShares International Corporate Bond Portfolio (ticker: PICB)

The PowerShares International Corporate Bond Portfolio (the “Fund’) seeks investment results that
correspond (before fees and expenses) generally to the price and yield performance of the S&P
International Corporate Bond Index® (the “Index’”). The Fund will invest at least 80% of its total assets in
the securities that comprise the Index. The Index measures the performance of investment-grade corporate
bonds issued by non-U.S. issuers in the following currencies: Australian Dollar (AUD), British Pound
Sterling (GBP), Canadian Dollar (CAD), Euro (EUR), Japanese Yen (JPY), Swiss Franc (CHF), Danish
Krone (DKK), New Zealand Dollar (NZD), Norwegian Krone (NOK) and Swedish Krona (SEK).

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 1.04%. On an NAV
basis, the Fund returned 2.45%. During this same year the Index returned 4.26% and the BofA Merrill
Lynch Global Broad Market Non-Sovereign ex-USD Index returned 3.75% in U.S. Dollar (USD) terms
and 2.36% in local currency terms.

Over that time period, the Fund’s daily returns exhibited a (0.77)% correlation with U.S. the Dollar, as
measured by the U.S. Dollar Index (USDX), which declined by 1.42%. Looking at the three currencies to
which the Fund has the largest exposure (representing 90% of the portfolio), versus the U.S. Dollar the
Euro was down 0.64%, the British Pound Sterling was up 0.31% and the Canadian Dollar was up
1.86%.
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Manager’s Analysis (Continued)

PowerShares International Corporate Bond Portfolio (ticker: PICB)

v Industry Breakdown (% of the Fund’s

v Top Ten Fund Holdings (% of the Fund’s

Banks 43.6 Security
Electric 13.6 E.ON International Finance BV, Series E,
Telecommunications 12.8 MTN, 5.750, 05/07/20 23
Pharmaceuticals 29 Barclays Bank PLC, Series E, MTN,
. 10.000, 05/21/21 2.1
Oil & Gas 2.4
) HSBC Holdings PLC, Series E, MTN,
Agriculture 21
6.500, 05/20/24 2.0
Commercial Services 2.0
Royal Bank of Scotland PLC (The),
Gas 2.0 Series E, MTN, 6.000, 05/17/17 1.9
Sovereign 1.9 France Telecom SA, Series E, MTN,
Insurance 1.9 3.875, 04709720 1.8
Engineering & Construction 1.6 Centrica PLC, Series E, MTN,
Auto Manufacturers 1.4 6.375, 03/10/22 18
Water 14 GDF Suez, Series E, MTN,
3.500, 10/18/22 1.7
Food 1.3
. ified Fi ial . Telefonica Emisiones SAU, Series G,
Diversified Financial Services 1.3 MTN, 3.661, 09/18/17 1.7
Media 0.8 National Australia Bank Ltd., Series DIP,
Transportation 0.7 6.750, 09/16/14 1.6
Savings & Loans 0.6 Enel SpA, Series E, MTN,
Aerospace/Defense 0.5 6.250, 06/20/19 14
Build Materials 0.5 Total 18.3
Distribution/Wholesale 0.4
Mining 0.4
Beverages 0.4
Iron/Steel 0.4
Miscellaneous Manufacturing 0.4
Chemicals 0.2
Holdings Companies-Diversified 0.2
Other assets less liabilities 2.3
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Manager’s Analysis (Continued)

PowerShares International Corporate Bond Portfolio (ticker: PICB)

v Growth of a $10,000 Investment Since Inception’

$12,113
[ $11,915
$11,836
+ $10,000
PowerShares International Corporate Bond Portfolio
—— S&P Infernational Corporate Bond Index®
BofA Merrill Lynch Global Broad Market Non-Soverign ex-USD Index
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v Fund Performance History (%) As of October 31, 2011

Fund Inception’

1 Year Avg. Ann.™ Cumulative
Al S&P International Corporate Bond Index® 4.26% 14.55% 21.13%
BofA Merrill Lynch Global Broad Market Non-Soverign ex-USD Index 3.75% 13.16% 19.15%
Net Asset Value (“NAV”) Return 2.45% 12.69% 18.36%
i Share Price Return 1.04% 11.42% 16.48%

Fund Inception: June 3, 2010

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.50% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The BofA Merrill Lynch Global Broad Market Non-Soverign ex-USD Index (the “Benchmark Index’) is an
unmanaged index used as a measurement of change in stock market conditions based on the average performance of
approximately 8,003 securities.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.

't Average annualized.
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Manager’s Analysis

PowerShares Preferred Portfolio (ticker: PGX)

The PowerShares Preferred Portfolio (the “Fund”) seeks investment results that correspond (before fees
and expenses) generally to the price and yield performance of The BofA Merrill Lynch Core Fixed Rate
Preferred Securities Index (the “Index’). The Fund will invest at least 80% of its total assets in securities
that comprise the Index. The Index is designed to reflect the total return of a diversified group of
investment-grade preferred securities. (Securities must be investment-grade, based on an average of three
leading ratings agencies: Moody’s, S&P and Fitch). The Index is rebalanced on a monthly basis.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 4.75%. On an NAV
basis, the Fund returned 4.53%. During this same year the Index returned 5.15%, the S&P Preferred
Index returned 2.03% and the S&P 500® Index returned 8.07%. Despite the fact that most preferred
securities are issued by financial companies, preferreds continued to generate positive returns in the fiscal
year ended October 31, 2011 while most financial common stocks were in the red. Preferred securities
likely benefited from lower interest rates, yield-driven investor demand, and lower net supply (based on
an increasing number of calls in comparison to only a handful of sizeable new preferred issues).

v Industry Breakdown (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s
Net Assets) as of October 31, 2011 Net Assets) as of October 31, 2011

Banks 50.3 Security
Diversified Financial Services 21.7 Wells Fargo & Co., 8.00 4.9
Insurance 11.4 Citigroup Capital XIll, 7.88 4.8
REITs 5.3 Barclays Bank PLC, 8.13 4.4
Electric 582 JPMorgan Chase & Co., 8.63 4.1
Media 2.9 Citigroup Capital XII, 8.50 4.0
Telecommunications 2.8 HSBC Holdings PLC, 8.00 3.7
Money Market Fund 0.9 Morgan Stanley Capital Trust VII, 6.60 85
Chemicals 0.2 HSBC Holdings PLC, 8.13 3.3
Liabilities less of other assets (0.7) Bank of America Corp., 8.20 3.2
General Electric Capital Corp., 6.10 3.0
Total 38.9
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Manager’s Analysis (Continued)

PowerShares Preferred Portfolio (ticker: PGX)

v Growth of a $10,000 Investment Since Inception’

PowerShares Preferred Portfolio
The BofA Merrill Lynch Core Fixed Rate Preferred Securities Index

——— S&P Preferred Index - $11,320
S&P 500® Index
F3 $10,000
—_— 1 $9,881
$9,752
$9,296
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Avg. Ann.™ Fund Inception®
1 Year 3 Year Avg. Ann.™ Cumulative
< The BofA Merrill Lynch Core Fixed Rate Preferred Securities Index 5.15% 13.98% (0.67)% (2.48)%
é S&P Preferred Index 2.03% 21.05% 3.36% 13.20%
S&P 500° Index 8.07% 11.41% (0.32)% (1.19)%
Net Asset Value (“NAV”) Return 4.53% 13.04% (1.93)% (7.04)%
T Share Price Return 4.75% 11.97% (2.28)% (8.28)%

Fund Inception: January 31, 2008

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.50% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The S&P Preferred Index and S&P 500® Index (the “Benchmark Indices™) are unmanaged indices used as a measurement
of change in stock market conditions based on the average performance of approximately 44 and 500 securities,
respectively.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Indices are based on
the closest month-end to the Fund’s inception date.

"t Average annualized.



Manager’s Analysis

PowerShares VRDO Tax-Free Weekly Portfolio (ticker: PVI)

The PowerShares VRDO Tax-Free Weekly Portfolio (the “Fund”) seeks investment results that
correspond (before fees and expenses) generally to the price and yield performance of the Bloomberg US
Municipal AMT-Free Weekly VRDO Index (the “Index’”). The Fund will invest at least 80% of its total
assets in the securities that comprise the Index and generally expect to so invest at least 90% of its total
assets. This Index is designed to track the performance of a pool of tax-exempt Variable Rate Demand
Obligations (VRDOs) issued by municipalities in the United States. The Index is adjusted monthly and its
constituents are capitalization-weighted based on their current amount outstanding.

For the fiscal year ended October 31, 2011, on a share price basis, the Fund returned 0.55%. On an NAV
basis, the Fund returned 0.55%. During this same year the Blended Index and Index returned 0.28%,
while the Barclays Capital Municipal 1 Year Index returned 1.18%. While the Fund’s NAV was stable
over the period, never deviating from $25 by more than $0.02, the short-term rates paid by VRDOs
experienced a gradual decline, as indicated by the SIFMA Municipal Swap Index.

v State Breakdown (% of the Fund’s v Top Ten Fund Holdings (% of the Fund’s

Alabama 0.2 Security
California 6.3 Houston Higher Education Finance Corp.
Colorado 5.3 (Rice University Project) Rev. Ref.
District of Columbia 3.5 SiEl L Bty L e 2 22
Florida 10.2 Triborough Bridge & Tunnel Auth.
o New York (GEM) Rev. Ref.
Illinois 119 Sub-Ser. 05B-2, 1.750, 01/01/32 5.9
Kentucky 13 Austin Texas Water & Wastewater System
Maryland 0.1 Rev. Ref. Ser. 04, 0.320, 05/15/24 54
Mississippi 0.5 New York State Dormitory Auth. Rev.
North Carolina 01 (Rockefeller University) Ser. 09B,
0.090, 07/01/40 4.7
New Jersey 7.7 . L
Colorado Springs Colorado Utilities Rev.
New York 20.2 (Sub-Lien Improvement) Ser. 06B,
Oregon 4.0 0.340, 11/01/36 4.5
Pennsylvania 8.0 Chicago lllinois Board of Education
Rhode Island 0.7 Ser. 00D, 2.350, 03/01/32 4.3
Tennessee 1.9 Orlando & Orange County Florida
Texas 15.5 Expressway Auth. Ref. Ser. 03C3,
R 1.000, 07/01/25 4.2
Virginia 0.2
L New Jersey State Turnpike Auth. Turnpike
Other assets less liabilities 2.4

Rev. Ser. 03C-1, 0.350, 01/01/24 4.1

Oregon State Department of
Transportation (Highway User Tax) Rev.
Sub-Lien Ser. 06B-1, 1.000, 11/15/26 4.0

Metropolitan Transportation Auth.
New York Rev. Ref. Ser. 02D-1,
0.340, 11/01/29 3.8

Total 47.4
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Manager’s Analysis (Continued)

PowerShares VRDO Tax-Free Weekly Portfolio (ticker: PVI)

v Growth of a $10,000 Investment Since Inception’

PowerShares VRDO Tax-Free Weekly Portfolio
Bloomberg US Municipal AMT-Free Weekly VRDO Index T $12,207
Blended - Bloomberg US Municipal AMT-Free Weekly VRDO Index
Barclays Capital Municipal 1 Year Index

$10,586
$10,459
$10,036
$10,000
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10/31/2011

Avg. Ann.™ Fund Inception®
1 Year 3 Year Avg. Ann.™ Cumulative
< Bloomberg US Municipal AMT-Free Weekly VRDO Index 0.28% N/A N/A N/A
é Blended — Bloomberg US Municipal AMT-Free Weekly VRDO Index* 0.28% 0.54% 1.14% 4.59%
Barclays Capital Municipal 1 Year Index 1.18% 2.45% 2.89% 12.07%
Net Asset Value (“NAV”) Return 0.55% 0.81% 1.45% 5.86%
T Share Price Return 0.55% 0.78% 1.44% 5.85%

Fund Inception: November 15, 2007

Performance quoted above represents past performance. Past performance is not a guarantee of future results and
current performance may be higher or lower than performance quoted. Investment returns and principal value will
fluctuate and Shares, when redeemed, may be worth more or less than their original cost. According to the Fund’s
current prospectus, the expense ratio of 0.25% is expressed as a unitary fee to cover operating expenses and expenses
incurred in connection with managing the portfolio. NAV and Share Price returns assume that dividends and capital
gain distributions have been reinvested in the Fund at NAV and Share Price, respectively. The returns shown in the
table above do not reflect the deduction of taxes that a shareholder would pay on Fund distributions or the redemption
or sale of Fund Shares. See invescopowershares.com to find the most recent month-end performance numbers.

Index performance results are based upon a hypothetical investment in its constituent securities. Index returns do not
represent Fund returns. An investor cannot invest directly in an index. The Index does not charge management fees or
brokerage expenses, and no such fees or expenses were deducted from the hypothetical performance shown. In addition,
the results actual investors might have achieved would have differed from those shown because of differences in the
timing, amounts of their investments, and fees and expenses associated with an investment in the Fund.

The Barclays Capital Municipal 1 Year Index (the “Benchmark Index’’) is an unmanaged index used as a measurement
of change in stock market conditions based on the average performance of approximately 3,515 common stocks.

"Fund and Index returns are based on the inception date of the Fund. Returns for the Benchmark Index are based on
the closest month-end to the Fund’s inception date.

" Average annualized.

* The data known a “Blended” is comprised of the original underlying Index, from Fund inception through the
conversion date, August 4, 2010, followed by the Thomson Municipal Market Data VRDO Index, the performance

of the Bloomberg US Municipal AMT-Free Weekly VRDO Index, the new underlying Index starting at the
conversion date and through October 31, 2011.



Frequency Distribution of Discounts & Premiums

Since Inception through October 31, 2011

Closing Price Above NAV (bps)

Ticker | Fund Name Inception [Trading Days 150-199

PLW  PowerShares 1-30 Laddered Treasury

Portfolio 10/11/07 1,023 536 86 8 — — —
BAB  PowerShares Build America Bond

Portfolio 11/17/09 493 154 74 40 3 — —
PCEF PowerShares CEF Income Composite

Portfolio 02/19/10 430 241 6 11 2 6 33
DSUM PowerShares Chinese Yuan Dim Sum

Bond Portfolio 09/23/11 27 3 4 4 1 2 6
CVRT PowerShares Convertible Securities

Portfolio 05/26/11 110 31 9 1 — — 1
PCY PowerShares Emerging Markets

Sovereign Debt Portfolio 10/11/07 1,023 205 79 68 106 88 186
PHB  PowerShares Fundamental High Yield

Corporate Bond Portfolio 11/15/07 998 168 91 182 121 62 144
PFIG PowerShares Fundamental Investment

Grade Corporate Bond Portfolio 09/15/11 33 8 8 11 8 2 1
PWZ PowerShares Insured California

Municipal Bond Portfolio 10/11/07 1,023 357 94 58 29 11 20
PZA  PowerShares Insured National

Municipal Bond Portfolio 10/11/07 1,023 473 112 62 28 14 7
PZT  PowerShares Insured New York

Municipal Bond Portfolio 10/11/07 1,023 296 72 58 23 14 22
PICB  PowerShares International Corporate

Bond Portfolio 06/03/10 358 60 83 111 35 1 1
PGX PowerShares Preferred Portfolio 01/31/08 946 336 138 94 63 49 97
PVI  PowerShares VRDO Tax-Free Weekly

Portfolio 11/15/07 998 511 3 — — — —
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Fees and Expenses

As a shareholder of a Fund of the PowerShares Exchange-Traded Fund Trust Il, you incur a unitary
management fee. The expense examples below are intended to help you understand your ongoing costs
(in dollars) of investing in the Funds and to compare these costs with the ongoing costs of investing in
other funds.

The example is based on an investment of $1,000 invested at the beginning of the period and held
through the six-month (or shorter) period ended October 31, 2011.

In addition to the fees and expenses which the PowerShares CEF Income Composite Portfolio and the
PowerShares Build America Bond Portfolio (the ““Portfolios™) bear directly, the Portfolios indirectly bear a
pro rata share of the fees and expenses of the investment companies in which the Portfolios invest. The
amount of fees and expenses incurred indirectly by the Portfolios will vary because the investment companies
have varied expenses and fee levels and the Portfolios may own different proportions of the investment
companies at different times. Estimated investment companies expenses are not expenses that are incurred
directly by the Portfolios. They are expenses that are incurred directly by the investment companies and are
deducted from the value of the investment companies the Portfolios invests in. The effect of the estimated
investment companies expenses that you bear indirectly are included in the Portfolios’ total return.

Actual Expenses

The first line in the following table provides information about actual account values and actual
expenses. You may use the information in this line, together with the amount you invested, to estimate
the expenses that you paid over the period. Simply divide your account value by $1,000 (for example, an
$8,600 account value divided by $1,000 = 8.6), then multiply the result by the number in the first line
under the heading “Expenses Paid During the Six-Month Period™ to estimate the expenses you paid on
your account during this period.

Hypothetical Example for Comparison Purposes

The second line in the following table provides information about hypothetical account values and
hypothetical expenses based on each Fund’s actual expense ratio and an assumed annualized rate of
return of 5% per year before expenses, which is not the Fund’s actual return. The hypothetical account
values and expenses may not be used to estimate the actual ending account balance or expenses you paid
for the period. You may use this information to compare the ongoing costs of investing in the Funds and
other funds. To do so, compare this 5% hypothetical example with the 5% hypothetical examples that
appear in the shareholder reports of the other funds.

Please note that the expenses shown in the table are meant to highlight your ongoing costs only, and do
not reflect any transactional costs such as sales charges and brokerage commissions. Therefore the second
line in the table is useful in comparing ongoing costs only, and will not help you determine the relative
total costs of owning different funds. In addition, if these transactional costs were included, your costs
would have been higher.

Annualized
Beginning Ending Expense Ratio  Expenses Paid

Account Value  Account Value Based on the During the
May 1, 2011 October 31, 2011 Six-Month Period Six-Month Period®

PowerShares 1-30 Laddered
Treasury Portfolio (PLW)
Actual $1,000.00 $1,145.63 0.25% $1.35

Hypothetical (5% return before expenses) $1,000.00 $1,023.95 0.25% $1.28

PowerShares Build America
Bond Portfolio (BAB)
Actual $1,000.00 $1,118.15 0.28% $1.49

Hypothetical (5% return before expenses) $1,000.00 $1,023.79 0.28% $1.43
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Fees and Expenses (Continued)

Annualized
Beginning Ending Expense Ratio Expenses Paid

Account Value  Account Value Based on the During the
May 1, 2011 October 31, 2011 Six-Month Period Six-Month Period®

PowerShares CEF Income

Composite Portfolio (PCEF)

Actual $1,000.00 $950.02 0.50% $2.46

Hypothetical (5% return before expenses) $1,000.00 $1,022.68 0.50% $2.55
PowerShares Chinese Yuan Dim Sum

Bond Portfolio (DSUM)®@

Actual $1,000.00 $986.19 0.45% $0.47

Hypothetical (5% return before expenses) $1,000.00 $1,022.94 0.45% $2.29
PowerShares Convertible Securities

Portfolio (CVRT)®

Actual $1,000.00 $913.10 0.35% $1.45

Hypothetical (5% return before expenses) $1,000.00 $1,023.44 0.35% $1.79
PowerShares Emerging Markets Sovereign

Debt Portfolio (PCY)
Actual $1,000.00 $1,053.94 0.50% $2.59

Hypothetical (5% return before expenses) $1,000.00 $1,022.68 0.50% $2.55

PowerShares Fundamental High Yield
Corporate Bond Portfolio (PHB)
Actual $1,000.00 $1,006.14 0.50% $2.53

Hypothetical (5% return before expenses) $1,000.00 $1,022.68 0.50% $2.55

PowerShares Fundamental Investment Grade
Corporate Bond Portfolio (PFIG)®
Actual $1,000.00 $1,004.04 0.22% $0.28

Hypothetical (5% return before expenses) $1,000.00 $1,024.10 0.22% $1.12

PowerShares Insured California Municipal
Bond Portfolio (PWZ)
Actual $1,000.00 $1,081.97 0.28% $1.47

Hypothetical (5% return before expenses) $1,000.00 $1,023.79 0.28% $1.43

PowerShares Insured National Municipal
Bond Portfolio (PZA)
Actual $1,000.00 $1,075.99 0.28% $1.47

Hypothetical (5% return before expenses) $1,000.00 $1,023.79 0.28% $1.43

PowerShares Insured New York Municipal
Bond Portfolio (PZT)
Actual $1,000.00 $1,076.26 0.28% $1.47

Hypothetical (5% return before expenses) $1,000.00 $1,023.79 0.28% $1.43

PowerShares International Corporate Bond
Portfolio (PICB)

Actual $1,000.00 $978.37 0.50% $2.49

Hypothetical (5% return before expenses) $1,000.00 $1,022.68 0.50% $2.55
PowerShares Preferred Portfolio (PGX)

Actual $1,000.00 $1,001.04 0.50% $2.52

Hypothetical (5% return before expenses) $1,000.00 $1,022.68 0.50% $2.55

PowerShares VRDO Tax-Free Weekly
Portfolio (PVI)
Actual $1,000.00 $1,003.15 0.25% $1.26

Hypothetical (5% return before expenses) $1,000.00 $1,023.95 0.25% $1.28



Fees and Expenses (Continued)
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Expenses are calculated using the annualized expense ratio, which represents the ongoing expenses as a
percentage of net assets for the six months ended October 31, 2011. Expenses are calculated by multiplying the
Fund’s annualized expense ratio by the average account value for the period, then multiplying the result by
184/365. Expense ratios for the most recent half year may differ from expense ratios based on the one year data
in the Financial Highlights.

Expenses are calculated using the annualized expense ratio, which represents the ongoing expenses as a
percentage of net assets for the period September 23, 2011 (Fund Inception) to October 31, 2011. Expenses are
calculated by multiplying the Fund’s annualized expense ratio by the average account value for the period, then
multiplying the result by 39/365. Hypothetical expenses are calculated by multiplying the fund’s annualized
expense ratio by the average account value for the period; then multiplying the result by 184/365.

Expenses are calculated using the annualized expense ratio, which represents the ongoing expenses as a
percentage of net assets for the period May 26, 2011 (Fund Inception) to October 31, 2011. Expenses are
calculated by multiplying the Fund’s annualized expense ratio by the average account value for the period, then
multiplying the result by 159/365. Hypothetical expenses are calculated by multiplying the fund’s annualized
expense ratio by the average account value for the period; then multiplying the result by 184/365.

Expenses are calculated using the annualized expense ratio, which represents the ongoing expenses as a
percentage of net assets for the period September 15, 2011 (Fund Inception) to October 31, 2011. Expenses are
calculated by multiplying the Fund’s annualized expense ratio by the average account value for the period, then
multiplying the result by 47/365. Hypothetical expenses are calculated by multiplying the fund’s annualized
expense ratio by the average account value for the period; then multiplying the result by 184/365.






Schedule of Investments (Continued)

PowerShares Build America Bond Portfolio (BAB)

October 31, 2011

Principal Interest Maturity
Amount Rate Date Value

Municipal Bonds (Continued)

$ 3,000,000 East Bay California Municipal Utility District Wastewater System Rev. Ser. 10  5.026% 06/01/32 $ 3,132,030
500,000 Hollywood Florida Water & Sewer Improvement Rev. Ser. 10B 7.198 10/01/39 544,475
1,030,000 Jurupa California Community Services District COP Ser. 10B 6.347 09/01/25 1,148,625
1,070,000 Jurupa California Community Services District COP Ser. 10B 6.497 09/01/26 1,203,825
1,125,000 Jurupa California Community Services District COP Ser. 10B 6.597 09/01/27 1,272,116
1,170,000 Jurupa California Community Services District COP Ser. 10B 6.697 09/01/28 1,330,665
500,000 Knoxville Tennessee Waste Water System Rev. Ser. 10 6.300 04/01/45 547,395
200,000 Memphis Tennessee Sanitary Sewage System Rev. Ser. 09B AGC 6.300 10/01/29 214,780
500,000 Metropolitan St. Louis Missouri Wastewater System Rev. Ser. 10B 5.856 05/01/39 579,300
1,000,000 Millbrae California Wastewater Rev. COP Ser. 09A 7.423 12/01/39 1,062,380
2,000,000 Sacramento County California Sanitation Districts Financing Auth. Rev. Ser. 10A  6.325 08/01/40 2,239,300
5,000,000 San Francisco California City & County Public Utilities Commission Ser. 10 5.750 10/01/35 5,503,800
200,000 Sarasota Florida Water & Sewer System Rev. Ser. 10B 5.425 10/01/30 205,174
3,000,000 Timpanogos Special Service District Utah Sewer Rev. Ser. 10 AGM 6.500 06/01/30 3,306,240
5,000,000 Timpanogos Special Service District Utah Sewer Rev. Ser. 10 AGM 6.680 06/01/35 5,502,950
29,875,845

Special Assessment—0.2%
1,500,000 Macomb Interceptor Drainage District Michigan Ser. 10A 5.375 05/01/35 1,556,400

Tax Increment Revenue—1.9%
8,960,000 Orlando Florida Community Redevelopment Agency Tax Increment Rev.

(Orlando Community Redevelopement) Ser. 10B 7.784 09/01/40 10,029,017
500,000 Pensacola Florida Redevelopment Rev. Ser. 09B 7.263 04/01/33 549,160
1,000,000 Temecula California Redevelopment Agency Tax Allocation Rev.
(Temecula Redevelopement No. 1) Ser. 10B 7.930 08/01/30 1,075,450
1,000,000 Temecula California Redevelopment Agency Tax Allocation Rev.
(Temecula Redevelopement No. 1) Ser. 10B 8.180 08/01/39 1,071,310
12,724,937

Transit Revenue—3.3%
1,200,000 Maryland State Transportation Auth. (Transportation Facilities Projects)

Rev. Ser. 10B 5.604 07/01/30 1,368,108

2,500,000 Metropolitan Transportation Auth. New York Dedicated Tax Fund
(Metro Transit Auth.) Ser. 10A-2 6.089 11/15/40 2,878,325
1,700,000 Metropolitan Transportation Auth. New York Rev. Ser. 09 5.871 11/15/39 1,789,267
1,000,000 Metropolitan Transportation Auth. New York Rev. Ser. 10 6.648 11/15/39 1,185,250
500,000 Metropolitan Transportation Auth. New York Rev. Ser. 10A 6.668 11/15/39 608,020
1,000,000 Metropolitan Transportation Auth. New York Rev. Ser. 10E 7.134 11/15/30 1,136,430
1,000,000 Metropolitan Transportation Auth. New York Rev. Ser. 10E 6.814 11/15/40 1,235,130
4,000,000 New Jersey State Transportation Trust Fund Auth System Ser. 10B 6.561 12/15/40 4,902,240
6,000,000 New Jersey State Transportation Trust Fund Auth. Ser. 10C 5.754 12/15/28 6,422,040
21,524,810

Water Revenue—8.7%

500,000 Arapahoe County Colorado Water & Wastewater Auth. Rev. Ser. 09A 6.680 12/01/39 534,005
1,500,000 Beaumont Texas Waterworks & Sewer System Ser. 10B 6.007 09/01/30 1,582,530
200,000 Davie Florida Water & Sewer Rev. Ser. 10B AGM 6.599 10/01/30 216,186
2,500,000 East Bay California Municipal Utility District Water System Rev. Ser. 10 5.874 06/01/40 2,960,825
9,000,000 Florida Governmental Utility Auth. Rev. Ser. 10B 6.548 10/01/40 9,630,630
2,000,000 Fresno California Water System Rev. Ser. 10A-2 6.500 06/01/30 2,253,880
1,250,000 JEA Florida Water & Sewer System Rev. Ser. 10A 6.210 10/01/33 1,502,550
2,000,000 Jurupa California Community Services District COP (Water Bonds) Ser. 10B 7.192 09/01/40 2,300,480
125,000 Kalamazoo Michigan Water Supply System Rev. Ser. 09 6.710 09/01/34 132,466
350,000 Lake City Florida Utility Rev. Ser. 10 AGM 6.175 07/01/35 370,272

See Notes to Financial Statements.
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Schedule of Investments (Continued)

PowerShares Build America Bond Portfolio (BAB)

October 31, 2011

Principal
Amount

Municipal Bonds (Continued)
$ 2,000,000 Los Angeles California Department of Water & Power Rev. Ser. 10

500,000 Los Angeles California Department of Water & Power Water System Rev. Ser. 09C
1,000,000 Metropolitan Water District of Southern California Ser. 10
1,000,000 Moulton-Niguel California Water District COP Ser. 09
1,000,000 New York City Municipal Water Finance Auth. Water & Sewer Rev. Ser. 10
2,000,000 New York City Municipal Water Finance Auth. Water & Sewer Rev. Ser. 10
1,100,000 New York City Municipal Water Finance Auth. Water & Sewer Rev. Ser. 10
2,640,000 New York City Municipal Water Finance Auth. Water & Sewer Rev. Ser. 10
1,000,000 New York City Municipal Water Finance Auth. Water & Sewer Rev. Ser. 10DD
1,000,000 New York State Environmental Facilities Corp. (State Clean Water & Drinking)

Ser. 10

500,000 Passaic Valley New Jersey Water Commission Water Supply Rev. Ser. 09B

500,000 Passaic Valley New Jersey Water Commission Water Supply Rev. Ser. 09B
3,000,000 Polk County Florida Utility System Rev. Ser. 10B

500,000 Riverside California Water Rev. Ser. 09B

500,000 San Diego County California Water Auth. (Financing Agency Water) Rev. Ser. 10B
3,000,000 San Francisco California City & County Public Utilities Commission

Water Rev. Ser. 10DE

500,000 Sarasota County Florida Utility System Rev. Ser. 10
2,000,000 Seminole County Florida Water & Sewer Rev. Ser. 10B
2,000,000 South Central Connecticut Regional Water Auth. Water System Rev. Ser. 10
1,500,000  Sunrise Florida Utility System Rev. Ser. 10B
1,000,000 Tacoma Washington Water System Rev. Ser. 10B
1,275,000 Tucson Arizona Water Rev. Ser. 10
2,500,000 Upper Eagle Regional Water Auth. Colorodo Rev. Ser. 10

500,000 Western Nassau County Water Auth. Water System Rev. Ser. 10

Total Municipal Bonds
(Cost $588,533,969)

Number
of Shares

Money Market Fund—0.7%
4,868,760  Goldman Sachs Financial Square Prime Obligations Institutional Share Class
(Cost $4,868,760)
Total Investments
(Cost $593,402,729)—98.6%
Other assets less liabilities—1.4%

Net Assets—100.0%

Investment Abbreviations:

Auth. — Authority

COP — Certificate of Participation
Ref. — Refunding Bonds

Rev. — Revenue

Ser. — Series

Glossary of Terms:
AGC — Assured Guaranty Corp.
AGM — Assured Guaranty Municipal Corp.

See Notes to Financial Statements.

Interest

Rate

7.003%
5.381
6.947
6.790
5.790
5.724
6.124
5.440
6.452

5.707
7.570
7.820
5.935
6.349
6.138

5.700
7.126
6.443
6.243
5.813
5.371
5.789
6.518
6.701

Maturity
Date Value

07/01/41 2,290,740
07/01/24 551,805
07/01/40 1,154,430
09/01/29 1,114,000
06/15/41 1,076,440
06/15/42 2,359,760
06/15/42 1,179,266
06/15/43 2,997,852
06/15/41 1,113,160
06/15/30 1,145,800
12/15/29 572,125
12/15/39 593,435
10/01/40 3,150,750
10/01/39 588,585
05/01/49 603,650
11/01/27 3,396,330
10/01/30 574,495
10/01/40 2,141,520
08/01/30 2,294,240
10/01/30 1,567,005
12/01/30 1,099,990
07/01/26 1,391,063
12/01/39 2,703,950
04/01/40 592,660
57,736,875
650,346,906
4,868,760
655,215,666
9,380,007

$664,595,673
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Schedule of Investments

PowerShares CEF Income Composite Portfolio (PCEF)
October 31, 2011

Number
of Shares

823,175
1,243,636
123,505
215,017

97,835
273,341
48,429
175,122
324,432
120,875
33,590
109,675
52,094

46,312

49,045
70,141

93,581

46,040
252,828
130,731
382,024
362,947

30,067

110,035
56,538

41,825

53,726
214,677

492,835
693,010

258,125
535,293
96,800
83,278
216,291

Closed-End Funds—2100.0%
Bonds—36.6%

Aberdeen Asia-Pacific Income Fund, Inc.
AllianceBernstein Income Fund
BlackRock Core Bond Trust

BlackRock Credit Allocation Income

Trust 11, Inc.
BlackRock Credit Allocation Income
Trust 111, Inc.

BlackRock Credit Allocation Income
Trust IV

BlackRock Enhanced Government
Fund, Inc.

BlackRock Income Opportunity Trust, Inc.

BlackRock Income Trust, Inc.

BlackRock Limited Duration Income Trust

Cohen & Steers Select Preferred and
Income Fund, Inc.

Duff & Phelps Utility and Corporate Bond
Trust, Inc.

Eaton Vance Short Duration Diversified
Income Fund

Eaton Vance Tax-Advantaged Bond and
Options Strategies Fund

Federated Enhanced Treasury Income Fund

Franklin Templeton Limited Duration
Income Trust

Guggenheim Build America Bonds
Managed Duration Trust

Invesco VVan Kampen Bond Fund(~)

MFS Charter Income Trust

MFS Government Markets Income Trust

MFS Intermediate Income Trust

MFS Multimarket Income Trust

Nuveen Build America Bond
Opportunity Fund

Nuveen Build America Bond Term Fund

Nuveen Floating Rate Income
Opportunity Fund

Nuveen Global Government Enhanced
Income Fund

Nuveen Mortgage Opportunity Term Fund

Nuveen Multi-Currency Short-Term
Government Income Fund

Nuveen Multi-Strategy Income and
Growth Fund

Nuveen Multi-Strategy Income and
Growth Fund Il

Nuveen Quality Preferred Income Fund

Nuveen Quality Preferred Income Fund Il

Nuveen Quality Preferred Income Fund 111

PIMCO Corporate Income Fund

Putnam Master Intermediate Income Trust

See Notes to Financial Statements.
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Number
Value of Shares
402,078
5,704,603 59,618
9,936,652 301,232
1,608,035 197,198
2,094,266 62,121
1,030,203 33,181
3,301,959 315,661
731,762 137,349
1,751,220
2,391,064
1,953,340
273,309
773,914
267,067
1,266,746 66,440
851,737 167,831
738,213 141,876
720,962
111,922
906,222
343,634
1,854,775 69,754
920,800 35911
2,285,565
886,356 62,928
2,391,470
2,424,486 39835
141,272
619,080
125,856
628,137 486,593
222,926
601,443 151,316
1,106,218 103,416
2,943,222 90,474
3,977,178 57,555
492,738
5,849,004 67,947
1,977,238 58,491
4,255,579 100,521
753,104 152,993
1,272,488 109,836
1,100,921

Value

Closed-End Funds (Continued)
Putnam Premier Income Trust $ 2,303,907
Strategic Global Income Fund, Inc. 631,951
Templeton Global Income Fund 3,066,542
Wells Fargo Advantage Income

Opportunities Fund 1,928,596
Western Asset Global Corporate Defined

Opportunity Fund, Inc. 1,121,284
Western Asset Investment Grade Defined

Opportunity Trust, Inc. 683,529
Western Asset/Claymore Inflation-Linked

Opportunities & Income Fund 4,056,244
Western Asset/Claymore Inflation-Linked

Securities & Income Fund 1,763,561

89,338,968

Bonds/High Yield—29.0%
AllianceBernstein Global High Income

Fund, Inc. 3,998,511
BlackRock Build America Bond Trust 5,362,705
BlackRock Corporate High Yield

Fund 111, Inc. 462,422
BlackRock Corporate High Yield

Fund V, Inc. 1,935,092
BlackRock Corporate High Yield

Fund VI, Inc. 1,618,805
BlackRock Corporate High Yield

Fund, Inc. 768,904
BlackRock Debt Strategies Fund, Inc. 1,347,045
BlackRock Floating Rate Income 906,802
BlackRock Floating Rate Income Strategies

Fund Il, Inc. 447,092
BlackRock Floating Rate Income Strategies

Fund, Inc. 856,450
BlackRock Senior High Income Fund, Inc. 925,763
Credit Suisse Asset Management Income

Fund, Inc. 509,992
Credit Suisse High Yield Bond Fund 528,996
Eaton Vance Floating-Rate Income Trust 1,850,083
Eaton Vance Limited Duration Income Fund 7,381,616
Eaton Vance Senior Floating-Rate Trust 3,243,573

First Trust High Income Long/Short Fund 2,516,385
First Trust Senior Floating Rate Income

Fund Il 1,407,492
Flaherty & Crumrine/Claymore Preferred

Securities Income Fund, Inc. 1,711,948
Global High Income Fund, Inc. 721,740
ING Prime Rate Trust 2,606,584
John Hancock Preferred Income Fund 1,444,553
John Hancock Preferred Income Fund 11 1,212,519
John Hancock Preferred Income Fund 11 1,748,060
Managed High Yield Plus Fund, Inc. 328,935
Morgan Stanley Emerging Markets Debt

Fund, Inc. 1,155,475



