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No dealer, salesperson or any other person has been authorized to give any information or to make
any representations, other than those contained in this Prospectus, in connection with the offer
contained in this Prospectus and, if given or made, such other information or representations must not
be relied upon as having been authorized by the Fund, Claymore Advisors, LLC, the Fund’s
investment adviser (the “Investment Adviser”), or the Fund’s distributor, Claymore Securities, Inc.
This Prospectus does not constitute an offer by the Fund or by the Fund’s distributor to sell or a
solicitation of an offer to buy any of the securities offered hereby in any jurisdiction to any person to
whom it is unlawful for the Fund to make such an offer in such jurisdiction.



INTRODUCTION—CLAYMORE

EXCHANGE-TRADED-TRADED FUND TRUST 2

The Claymore Exchange-Traded Fund Trust 2 (the “Trust”) is an investment
company consisting of three separate exchange-traded “index funds.” The
investment objective of each of the funds is to replicate as closely as possible,
before fees and expenses, the performance of a specified market index. Claymore
Advisors, LLC is the investment adviser for the funds (the “Investment Adviser”).

This prospectus relates to one fund of the Trust, Claymore S&P Global Water
Index ETF (the “Fund”).

The Fund has applied to list its shares (the “Shares”), subject to notice of
issuance, on the American Stock Exchange (the “AMEX”). The Fund’s Shares
will trade at market prices that may differ to some degree from the net asset
value (“NAV”) of the Shares. Unlike conventional mutual funds, the Fund issues
and redeem, Shares on a continuous basis, at NAV, only in large specified blocks
of 200,000 Shares, each of which is called a “Creation Unit.” Creation Units are
issued and redeemed principally in-kind for securities included in a specified
index. Except when aggregated in Creation Units, Shares are not redeemable
securities of the Fund.

Who Should Invest

The Fund is designed for investors who seek a relatively low-cost “passive”
approach for investing in a portfolio of equity securities of companies in a
specified index. The Fund may be suitable for long-term investment in the
market represented by a specified index and may also be used as an asset
allocation tool or as a speculative trading instrument.



Tax-Advantaged Product Structure

Unlike interests in many conventional mutual funds, the Shares are traded
throughout the day on a national securities exchange, whereas mutual fund
interests are typically only bought and sold at closing net asset values. The Shares
have been designed to be tradable in the secondary market on a national
securities exchange on an intra-day basis, and to be created and redeemed
principally in-kind in Creation Units at each day’s next calculated NAV. These
arrangements are designed to protect ongoing shareholders from adverse effects
on the Fund’s portfolios that could arise from frequent cash creation and
redemption transactions. In a conventional mutual fund, redemptions can have an
adverse tax impact on taxable shareholders because of the mutual fund’s need to
sell portfolio securities to obtain cash to meet fund redemptions. These sales may
generate taxable gains for the shareholders of the mutual fund, whereas the
Shares’ in-kind redemption mechanism generally will not lead to a tax event for
the Fund or its ongoing shareholders.



CLAYMORE S&P GLOBAL WATER INDEX ETF

Investment Objective

The Fund seeks investment results that correspond generally to the performance,
before the Fund’s fees and expenses, of an equity index called the S&P Global
Water Index (the “Water Index” or “Index”). The Fund’s investment objective is
not fundamental and may be changed by the Board of Trustees without
shareholder approval.

Primary Investment Strategies

The Fund, using a low cost “passive” or “indexing” investment approach, will
seek to replicate, before expenses, the performance of the S&P Global Water
Index. The Index is comprised of 50 equity securities selected, based on
investment and other criteria, from a universe of companies listed on global
developed market exchanges. S&P generally defines “developed markets” as the
capital markets of those countries with high levels of per capita income and strict
market regulation resulting in greater transparency. Specifically, all or any subset
of the following countries/regions are currently considered to be developed
markets — Austria, Australia, Belgium, Canada, Denmark, Finland, France,
Germany, Greece, Hong Kong, Ireland, Italy, Japan, Netherlands, New Zealand,
Norway, Portugal, Singapore, Spain, Sweden, Switzerland, United Kingdom and
the U.S. The universe of companies includes all companies classified by Standard
& Poor’s Industry Classifications as being associated (in a manner representing a
major component of such companies’ business) with the global demand for
water including water utilities, infrastructure, equipment, instruments and
materials. Capitalizations range from $250 million to $25 billion including
small-, mid- and large-capitalization stocks as defined by S&P.The companies in
the universe are selected using criteria as identified by Standard & Poor’s, a
division of The McGraw-Hill Companies, Inc. (“S&P”). The Fund will normally
invest at least 90% of its total assets in common stock and ADRs that comprise
the Index. The Fund has adopted a policy that requires the Fund to provide
shareholders with at least 60 days notice prior to any material change in this
policy or the Index. The Board of Trustees of the Trust may change the Fund’s
investment strategy and other policies without shareholder approval, except as
otherwise indicated.

The Investment Adviser secks a correlation over time of 0.95 or better between
the Fund’s performance and the performance of the Index. A figure of 1.00
would represent perfect correlation.



The Fund generally will invest in all of the stocks comprising the Index in
proportion to their weightings in the Index. However, under various
circumstances, it may not be possible or practicable to purchase all of the stocks
in the Index in those weightings. In those circumstances, the Fund may purchase
a sample of the stocks in the Index in proportions expected by the Investment
Adviser to replicate generally the performance of the Index as a whole. There
may also be instances in which the Investment Adviser may choose to
overweight another stock in the Index, purchase (or sell) securities not in the
Index which the Investment Adviser believes are appropriate to substitute for
one or more Index components, or utilize various combinations of other
available investment techniques, in seeking to accurately track the Index. In
addition, from time to time stocks are added to or removed from the Index.The
Fund may sell stocks that are represented in the Index or purchase stocks that are
not yet represented in the Index in anticipation of their removal from or
addition to the Index.

Index Methodology

The S&P Global Water Index is comprised of 50 stocks selected based on the
relative importance of the global water industry within the company’s business
model. The Index is designed to have a balanced representation from different
segments of the water industry consisting of the following two clusters: 25 water
utilities and infrastructure companies (water supply, water utilities, waste water
treatment, water, sewer and pipeline construction, water purification, water well
drilling, water testing) and 25 water equipment and materials companies (water
treatment chemicals, water treatment appliances, pumps and pumping equipment,
fluid power pumps and motors, plumbing equipment, totalizing fluid meters and
counting devices) based upon Standard & Poor’s Capital IQ (“CIQ”) industry
classification. To determine whether global demand for water is a major
component of a company’s business, the Index Provider implements the
following methodology:

1. All companies in the CIQ database with the term “water” in their business
description are identified.

2. From the resulting list, companies not belonging to the two clusters of the water
industry set forth earlier in this paragraph are excluded.

3. Based on a review of CIQ business description and industry classification,
companies are put into three groups:

® Primary Set — Companies whose primary businesses are in the water
industry. These are assigned an Exposure Score of 1.

m Secondary Set — Companies which operate in multiple industries, but have
significant exposure to the water industry. These are assigned an Exposure
Score of 0.5.



m Eliminated Set — Companies with marginal exposure to the water industry.
These are assigned an Exposure Score of 0 and eliminated from
consideration as Index constituents.

To ensure investability, a developed market listing and a minimum market
capitalization of at least $250 million is required. The Index is rebalanced
annually. No single stock may have a weight of more than 10% in the Index
at each rebalancing.

Index Construction

m All companies in S&P’s CIQ industry classification involved in the water industry
are identified by S&P and scored based on relative exposure in the manner set
forth above and classified into one of two clusters.

m The companies are screened for those with a developed market listing and a
market capitalization of at least $250 muillion.

B 25 of the largest companies from each of the following two clusters: water utilities
and infrastructure companies and water equipment and materials companies, are
selected based on a proprietary scoring metric that defines the relative exposure to
the global water industry.

B The Index uses a modified market cap weighting methodology. No single stock
may have a weight of more than 10% in the Index at each rebalancing.

m Companies that are acquired or delisted are deleted intra-year. There are no
intra-year additions.

B The Index is reconstituted annually on the third Friday of November
of every year, with a reference date for the data being the first trading
date of November.

Primary Investment Risks

Investors should consider the following risk factors and special considerations associated with
investing in the Fund, which may cause you to lose money.

Investment Risk. An investment in the Fund is subject to investment risk,
including the possible loss of the entire principal amount that you invest.

Equity Risk. A principal risk of investing in the Fund is equity risk, which is the
risk that the value of the securities held by the Fund will fall due to general
market and economic conditions, perceptions regarding the industries in which
the issuers of securities held by the Fund participate, or factors relating to specific
companies in which the Fund invests. For example, an adverse event, such as an
unfavorable earnings report, may depress the value of equity securities of an
issuer held by the Fund; the price of common stock of an issuer may be
particularly sensitive to general movements in the stock market; or a drop in the
stock market may depress the price of most or all of the common stocks and
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other equity securities held by the Fund. In addition, common stock of an issuer
in the Fund’s portfolio may decline in price if the issuer fails to make anticipated
dividend payments because, among other reasons, the issuer of the security
experiences a decline in its financial condition. Common stock is subordinated
to preferred stocks, bonds and other debt instruments in a company’s capital
structure, in terms of priority to corporate income, and therefore will be subject
to greater dividend risk than preferred stocks or debt instruments of such issuers.
In addition, while broad market measures of common stocks have historically
generated higher average returns than fixed income securities, common stocks
have also experienced significantly more volatility in those returns.

Risk of Concentrating in the Water Industry. There are risks of concentrating in the
water industry. Adverse developments in the water industry may significantly
affect the value of the securities held by the Fund. Companies involved in the
water industry are subject to environmental considerations, taxes, government
regulation, price and supply fluctuations, competition and water conservation.

Foreign Investment Risk. The Fund’s investments in non-U.S. issuers may involve
unique risks compared to investing in securities of U.S. issuers, including, among
others, less market liquidity, generally greater market volatility than U.S. securities
and less complete financial information than for U.S. issuers. In addition, adverse
political, economic or social developments could undermine the value of the
Fund’s investments or prevent the Fund from realizing the full value of its
investments. Financial reporting standards for companies based in foreign markets
differ from those in the United States. Finally, the value of the currency of the
country in which the Fund has invested could decline relative to the value of the
U.S. dollar, which may affect the value of the investment to U.S. investors. In
addition, the underlying issuers of certain depositary receipts, particularly
unsponsored or unregistered depositary receipts, are under no obligation to
distribute shareholder communications to the holders of such receipts, or to pass
through to them any voting rights with respect to the deposited securities.

Small and Medium-Sized Company Risk. Investing in securities of small and
medium-sized companies involves greater risk than is customarily associated with
investing in more established companies. These companies’ stocks may be more
volatile and less liquid than those of more established companies. These stocks
may have returns that vary, sometimes significantly, from the overall stock market.

Non-Correlation Risk. The Fund’s return may not match the return of the Index
for a number of reasons. For example, the Fund incurs a number of operating
expenses not applicable to the Index, and incurs costs in buying and selling
securities, especially when rebalancing the Fund’s securities holdings to reflect
changes in the composition of the Index.

The Fund may not be fully invested at times, either as a result of cash flows into
the Fund or reserves of cash held by the Fund to meet redemptions and



expenses. If the Fund utilizes a sampling approach or futures or other derivative
positions, its return may not correlate as well with the return on the Index, as
would be the case if it purchased all of the stocks in the Index with the same
weightings as the Index.

Replication Management Index. Unlike many investment companies, the Fund

is not “actively” managed. Therefore, it would not necessarily sell a stock because
the stock’ issuer was in financial trouble unless that stock is removed from

the Index.

Issuer-Specific Changes. The value of an individual security or particular type of
security can be more volatile than the market as a whole and can perform
differently from the value of the market as a whole. The value of securities of
smaller issuers can be more volatile than that of larger issuers.

Non-Diversified Fund Risk. The Fund is considered non-diversified and can invest
a greater portion of assets in securities of individual issuers than a diversified
fund. As a result, changes in the market value of a single investment could cause
greater fluctuations in share price than would occur in a diversified fund.



Fund Performance

As of the date of this Prospectus, the Fund has not yet completed a full calendar
year of investment operations. When the Fund has completed a full calendar year
of investment operations, this section will include charts that show annual total
returns, highest and lowest quarterly returns and average annual total returns
(before and after taxes) compared to a benchmark index selected for the Fund.
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Fees and Expenses of the Fund

This table describes the fees and expenses that you may pay if you buy and hold
shares of the Fund.”

Shareholder Fees (paid directly from your investment)®® None*

Annual Fund Operating Expenses® (expenses that are deducted from Fund assets)

Management Fees 0.50%
Distribution and/or service (12b-1) fees —%
Other expenses® 0.40%
Total annual Fund operating expenses 0.90%
Expense Waiver and Reimbursements” 0.16%
Net Operating Expenses 0.74%

'The Fund had not commenced operations as of the date of this Prospectus. The expenses listed in the
table are estimates based on the expenses the Fund expects to incur for the fiscal year ending August
31,2007.

*When buying or selling Shares through a Broker, you will incur customary brokerage commissions
and charges.

*If a Creation Unit is purchased or redeemed outside the usual process through the National Securities
Clearing Corporation or for cash, a variable fee of up to four times the standard creation or
redemption transaction fee may be charged.

“Expressed as a percentage of average net assets.

*The Fund has adopted a Distribution and Service (12b-1) Plan pursuant to which the Fund may bear
a 12b-1 fee not to exceed 0.25% per annum of the Fund'’s average daily net assets. However, no such
fee is currently paid by the Fund.

*Other expenses have been estimated for the Fund’s initial fiscal year assuming net assets of $100
million. Such expenses may be higher if the Fund’s net assets total less than $100 million at the end of
its initial fiscal year, or lower if the Fund’s net assets exceed $100 million at the end of its initial fiscal year.

"The Fund’s Investment Adviser has contractually agreed to waive fees and/or pay Fund expenses to the
extent necessary to prevent the operating expenses of the Fund (excluding interest expenses, a portion
of the Fund’s licensing fees, offering costs, brokerage commissions and other trading expenses, taxes
and extraordinary expenses such as litigation and other expenses not incurred in the ordinary course of
the Fund’s business) from exceeding 0.65% of average net assets per year, at least until December 31,
2009.The offering costs excluded from the 0.65% expense cap are: (a) legal fees pertaining to the Fund’s
Shares offered for sale; (b) SEC and state registration fees; and (c) initial fees paid to be listed on an
exchange.The Trust and the Investment Adviser have entered into an Expense Reimbursement
Agreement (the “Expense Agreement”) in which the Investment Adviser has agreed to waive its
management fees and/or pay certain operating expenses of the Fund in order to maintain the expense
ratio of the Fund at or below 0.65% (excluding the expenses set forth above) (the “Expense Cap”).For a
period of five years subsequent to the Fund’s commencement of operations, the Investment Adviser
may recover from the Fund fees and expenses waived or reimbursed during the prior three years if the
Fund’s expense ratio, including the recovered expenses, falls below the expense cap.

* See the following discussion of “Creation Transaction Fees and Redemption Transaction Fees”



Example

The following example is intended to help you compare the cost of investing in
the Fund with the costs of investing in other funds. This example does not take
into account brokerage commissions that you pay when purchasing or selling
Shares of the Fund.

The example assumes that you invest $10,000 in the Fund for the time periods
indicated and then redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return each year and that
the Fund’s operating expenses remain the same each year. Although your actual
costs may be higher or lower, based on these assumptions your costs would be:

One Year Three Years
$76 $237

Creation Transaction Fees and Redemption Transaction Fees

The Fund issues and redeems Shares at NAV only in large blocks of 200,000
Shares (each block of 200,000 Shares called a “Creation Unit”) or multiples
thereof. As a practical matter, only broker-dealers or large institutional investors
with creation and redemption agreements and called Authorized Participants
(“APs”) can purchase or redeem these Creation Units. Purchasers of Creation
Units at NAV must pay a standard Creation Transaction Fee of $1,000 per
transaction. The value of a Creation Unit as of first creation was approximately
$5,000,000. An AP who holds Creation Units and wishes to redeem at NAV
would also pay a standard Redemption Fee of $1,000 per transaction (see “How
to Buy and Sell Shares” later in this Prospectus). APs who hold Creation Units in
inventory will also pay the Annual Fund Operating Expenses described in the
table above. Assuming an investment in a Creation Unit of $5,000,000 and a 5%
return each year, and assuming that the Fund’s gross operating expenses remain
the same, the total costs would be $38,788 if the Creation Unit is redeemed after
one year, and $119,262 if the Creation Unit is redeemed after three years.

If a Creation Unit is purchased or redeemed outside the usual process through
the National Securities Clearing Corporation or for cash, a variable fee of up to
four times the standard Creation or Redemption Transaction Fee may be
charged to the AP making the transaction.

The creation fee, redemption fee and variable fee are not expenses of the Fund
and do not impact the Fund’s expense ratio.
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SECONDARY INVESTMENT STRATEGIES

The Fund will normally invest at least 90% of its total assets in component
securities that comprise its Index. The Fund may invest its remaining assets in
money market instruments, including repurchase agreements or other funds
which invest exclusively in money market instruments (subject to applicable
limitations under the Investment Company Act of 1940, as amended (the “1940
Act”), or exemptions therefrom), convertible securities, structured notes (notes
on which the amount of principal repayment and interest payments are based on
the movement of one or more specified factors, such as the movement of a
particular stock or stock index), forward foreign currency exchange contracts and
in options and futures contracts. Options and futures contracts (and convertible
securities and structured notes) may be used by the Fund in seeking performance
that corresponds to its Index, and in managing cash flows. The Fund will not
invest in money market instruments as part of a temporary defensive strategy to
protect against potential stock market declines. The Investment Adviser
anticipates that it may take approximately three business days (i.e., each day the
AMEX is open) for additions and deletions to the Fund’s Index to be reflected
in the portfolio composition of the Fund.

The Fund may borrow money from a bank up to a limit of 10% of the value of
its assets, but only for temporary or emergency purposes.

The Fund may lend its portfolio securities to brokers, dealers and other financial
institutions desiring to borrow securities to complete transactions and for other
purposes. In connection with such loans, the Fund receives liquid collateral equal
to at least 102% of the value of the portfolio securities being lent. This collateral
is marked to market on a daily basis.

The policies described herein constitute non-fundamental policies that may be
changed by the Board of Trustees of the Trust without shareholder approval.
Certain other fundamental policies of the Fund are set forth in the Statement of
Additional Information under “Investment Restrictions.”



ADDITIONAL RISK CONSIDERATIONS

In addition to the risks described previously, there are certain other risks related
to investing in the Fund.

Trading Issues. Trading in Shares on the AMEX may be halted due to market
conditions or for reasons that, in the view of the AMEX, make trading in Shares
inadvisable. In addition, trading in Shares on the AMEX is subject to trading
halts caused by extraordinary market volatility pursuant to the AMEX “circuit
breaker” rules. There can be no assurance that the requirements of the AMEX
necessary to maintain the listing of the Fund will continue to be met or will
remain unchanged.

Fluctuation of Net Asset Value. The NAV of the Fund’s Shares will generally
fluctuate with changes in the market value of the Fund’s holdings. The market
prices of the Shares will generally fluctuate in accordance with changes in NAV
as well as the relative supply of and demand for the Shares on the AMEX. The
Investment Adviser cannot predict whether the Shares will trade below, at or
above their NAV. Price differences may be due, in large part, to the fact that
supply and demand forces at work in the secondary trading market for the Shares
will be closely related to, but not identical to, the same forces influencing the
prices of the stocks of the Index trading individually or in the aggregate at any
point in time.

However, given that the Shares can be purchased and redeemed in Creation
Units (unlike shares of many closed-end funds, which frequently trade at
appreciable discounts from, and sometimes premiums to, their NAV), the
Investment Adviser believes that large discounts or premiums to the NAV of the
Shares should not be sustained.

Securities Lending. Although the Fund will receive collateral in connection with
all loans of its securities holdings, the Fund would be exposed to a risk of loss
should a borrower default on its obligation to return the borrowed securities
(e.g., the loaned securities may have appreciated beyond the value of the
collateral held by the Fund). In addition, the Fund will bear the risk of loss of
any cash collateral that it invests.

Leverage. To the extent that the Fund borrows money, it may be leveraged.
Leveraging generally exaggerates the effect on NAV of any increase or decrease
in the market value of the Fund’s portfolio securities.

These risks are described further in the Statement of Additional Information.
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INVESTMENT ADVISORY SERVICES

INVESTMENT ADVISER

Claymore Advisors, LLC, a wholly-owned subsidiary of Claymore Group Inc.,
acts as the Fund’s investment adviser pursuant to an advisory agreement with
the Fund (the “Advisory Agreement”). The Investment Adviser i1s a Delaware
limited liability company with its principal offices located at 2455 Corporate
West Drive, Lisle, Illinois 60532. As of March 31, 2007, Claymore entities have
provided supervisory, management, servicing or distribution services on
approximately $16 billion in assets through closed-end funds, unit investment
trusts, mutual funds, separately managed accounts and exchange-traded funds.
Pursuant to the Advisory Agreement, the Investment Adviser manages the
investment and reinvestment of the Fund’s assets and administers the affairs

of the Fund to the extent requested by the Board of Trustees. The Investment
Adviser also acts as investment adviser to closed-end and open-end management
investment companies.

Pursuant to the Advisory Agreement, the Fund pays the Investment Adviser an
advisory fee for the services and facilities it provides payable on a monthly basis
at the annual rate of 0.50% of the Fund’s average daily net assets. From time to
time, the Investment Adviser may waive all or a portion of its fee.

In addition to advisory fees, the Fund pays all other costs and expenses of its
operations, including service fees, distribution fees, custodian fees, legal and
independent registered public accounting firm fees, the costs of reports and
proxies to shareholders, compensation of Trustees (other than those who are
affiliated persons of the Investment Adviser) and all other ordinary business
expenses not specifically assumed by the Investment Adviser.

Approval of Advisory Agreement

A discussion regarding the basis for the Board of Trustees’ approval of the
Advisory Agreement will be available in the Fund’s annual report to shareholders
to be dated August 31, 2007.

Portfolio Management

The portfolio manager who is currently responsible for the day-to-day
management of the Fund’s portfolio is Chuck Craig, CFA. Mr. Craig has
managed the Fund’s portfolio since its inception. Mr. Craig is a Managing
Director, Research and Development, of the Investment Adviser and Claymore
Securities, Inc. and joined Claymore Securities, Inc. in May of 2003.
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Before joining Claymore Securities, Inc., Mr. Craig spent four years with First
Trust Portfolios L.P. (formerly Nike Securities) as an equity research analyst and
portfolio manager within the Equity Strategy Research group. Prior to joining
First Trust Portfolios L.P,, Mr. Craig spent three years as a portfolio analyst with
PMA Securities, Inc., a brokerage firm specializing in municipal finance. Mr.
Craig received a M.S. in Financial Markets from the Center for Law and
Financial Markets at the Illinois Institute of Technology. He also earned a B.S. in
Finance from Northern Illinois University.

The Statement of Additional Information provides additional information about
the portfolio manager’s compensation structure, other accounts managed by the
portfolio manager and the portfolio manager’s ownership of securities of the
Fund he manages.
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PURCHASE AND REDEMPTION OF SHARES

General

The Shares will be issued or redeemed by the Fund at net asset value per Share
only in Creation Unit size. See “Creations, Redemptions and Transaction Fees.”

Most investors will buy and sell Shares of the Fund in secondary market
transactions through brokers. Shares of the Fund will be listed for trading on the
secondary market on the AMEX. Shares can be bought and sold throughout the
trading day like other publicly traded shares. There is no minimum investment.
Although Shares are generally purchased and sold in “round lots” of 100 Shares,
brokerage firms typically permit investors to purchase or sell Shares in smaller
“oddlots,” at no per-share price differential. When buying or selling Shares
through a broker, you will incur customary brokerage commissions and charges,
and you may pay some or all of the spread between the bid and the offered price
in the secondary market on each leg of a round trip (purchase and sale)
transaction. The Fund will trade on the AMEX at prices that may differ to
varying degrees from the daily NAV of the Shares. Given that the Fund’s Shares
can be issued and redeemed in Creation Units, the Investment Adviser believes
that large discounts and premiums to NAV should not be sustained for long. The
Fund will trade under the AMEX symbol set forth in the chart below, subject to
notice of issuance.

Name of Fund Amex Ticker Symbol
(laymore S&P Global Water ETF @w

Share prices are reported in dollars and cents per Share.

Investors may acquire Shares directly from the Fund, and shareholders may
tender their Shares for redemption directly to the Fund, only in Creation Units
of 200,000 Shares, as discussed in the “Creations, Redemptions and Transaction
Fees” section below.

Book Entry

Shares are held in book-entry form, which means that no stock certificates are
issued. The Depository Trust Company (“DTC”) or its nominee is the record
owner of all outstanding Shares of the Fund and is recognized as the owner of all
Shares for all purposes. Investors owning Shares are beneficial owners as shown
on the records of DTC or its participants. DTC serves as the securities
depository for all Shares. Participants in DTC include securities brokers and
dealers, banks, trust companies, clearing corporations and other institutions that
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directly or indirectly maintain a custodial relationship with DTC. As a beneficial
owner of Shares, you are not entitled to receive physical delivery of stock
certificates or to have Shares registered in your name, and you are not considered
a registered owner of Shares. Therefore, to exercise any right as an owner of
Shares, you must rely upon the procedures of DTC and its participants. These
procedures are the same as those that apply to any other stocks that you hold in
book entry or “street name” form.
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HOW TO BUY AND SELL SHARES

Pricing Fund Shares

The trading price of the Fund’s shares on the AMEX may differ from the Fund’s
daily net asset value and can be affected by market forces of supply and demand,
economic conditions and other factors.

The AMEX intends to disseminate the approximate value of Shares of the

Fund every fifteen seconds. The approximate value calculations are based on local
closing prices and may not reflect events that occur subsequent to the

local market’s close. As a result, premiums and discounts between the approximate
value and the market price could be affected. This approximate value should

not be viewed as a “real-time” update of the NAV per Share of the Fund
because the approximate value may not be calculated in the same manner as

the NAV, which i1s computed once a day, generally at the end of the business

day. The Fund is not involved in, or responsible for, the calculation or
dissemination of the approximate value and the Fund does not make any
warranty as to its accuracy.

The net asset value per Share for the Fund is determined once daily as of
the close of the NYSE, usually 4:00 p.m. Eastern time, each day the NYSE is
open for trading. NAV per Share is determined by dividing the value of the
Fund’s portfolio securities, cash and other assets (including accrued interest),
less all liabilities (including accrued expenses), by the total number of

shares outstanding.

Equity securities are valued at the last reported sale price on the principal
exchange on which such securities are traded, as of the close of regular trading
on the NYSE on the day the securities are being valued or, if there are no sales,
at the mean of the most recent bid and asked prices. Equity securities that are
traded in OTC markets are valued at the NASDAQ Official Closing Price as of
the close of regular trading on the NYSE on the day the securities are valued or,
if there are no sales, at the mean of the most recent bid and asked prices. Debt
securities are valued at the mean between the last available bid and asked prices
for such securities or, if such prices are not available, at prices for securities of
comparable maturity, quality, and type. Securities for which market quotations are
not readily available, including restricted securities, are valued by a method that
the Trustees believe accurately reflects fair value. Securities will be valued at fair
value when market quotations are not readily available or are deemed unreliable,
such as when a security’s value or meaningful portion of the Fund’s portfolio is
believed to have been materially affected by a significant event. Such events may
include a natural disaster, an economic event like a bankruptcy filing, a trading
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halt in a security, an unscheduled early market close or a substantial fluctuation
in domestic and foreign markets that has occurred between the close of the
principal exchange and the NYSE. In such a case, the value for a security is
likely to be different from the last quoted market price. In addition, due to the
subjective and variable nature of fair market value pricing, it is possible that the
value determined for a particular asset may be materially different from the value
realized upon such asset’s sale.

Trading in securities on many foreign securities exchanges and over-the-counter
markets is normally completed before the close of business on each U.S. business
day. In addition, securities trading in a particular country or countries may not
take place on all U.S. business days or may take place on days that are not U.S.
business days. Changes in valuations on certain securities may occur at times or
on days on which the Fund’s net asset value is not calculated and on which the
Fund does not effect sales, redemptions and exchanges of their Shares.

Creation Units

Investors such as market makers, large investors and institutions who wish to deal
in Creation Units directly with the Fund must have entered into an authorized
participant agreement with the distributor and the transfer agent, or purchase
through a dealer that has entered into such an agreement. Set forth below is a
brief description of the procedures applicable to purchase and redemption of
Creation Units. For more detailed information, see “Creation and Redemption
of Creation Unit Aggregations” in the Statement of Additional Information.

How to Buy Shares

In order to purchase Creation Units of the Fund, an investor must generally
deposit a designated portfolio of equity securities constituting a substantial
replication, or a representation, of the stocks included in the Index (the “Deposit
Securities”) and generally make a small cash payment referred to as the “Cash
Component.” For those Authorized Participants that are not eligible for trading a
Deposit Security, custom orders are available. The list of the names and the
numbers of shares of the Deposit Securities is made available by the Fund’s
custodian through the facilities of the National Securities Clearing Corporation,
commonly referred to as NSCC, immediately prior to the opening of business
each day of the AMEX. The Cash Component represents the difference between
the net asset value of a Creation Unit and the market value of the Deposit
Securities. In the case of custom orders, cash-in-lieu may be added to the Cash
Component to replace any Deposit Securities that the Authorized Participant
may not be eligible to trade.

Orders must be placed in proper form by or through a participant of The
Depository Trust Company (“DTC Participant”) that has entered into an
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agreement with the Trust, the distributor and the transfer agent, with respect to
purchases and redemptions of Creation Units (collectively, “Authorized
Participant” or “AP”). All standard orders must be placed for one or more whole
Creation Units of Shares of the Fund and must be received by the distributor in
proper form no later than the close of regular trading on the AMEX (ordinarily
4:00 p.m. Eastern time) (“Closing Time”) in order to receive that day’s closing
NAV per Share. In the case of custom orders, as further described in the
Statement of Additional Information, the order must be received by the
distributor no later than one hour prior to Closing Time in order to receive that
day’s closing NAV per Share. A custom order may be placed by an Authorized
Participant in the event that the Trust permits or requires the substitution of an
amount of cash to be added to the Cash Component to replace any Deposit
Security which may not be available in sufficient quantity for delivery or which
may not be eligible for trading by such Authorized Participant or the investor for
which it is acting or any other relevant reason. See “Creation and Redemption
of Creation Unit Aggregations” in the Statement of Additional Information.

A fixed creation transaction fee of $1,000 per transaction (the “Creation
Transaction Fee”) is applicable to each transaction regardless of the number of
Creation Units purchased in the transaction. An additional charge of up to four
times the Creation Transaction Fee may be imposed to the extent that cash is
used in lieu of securities to purchase Creation Units. See “Creation and
Redemption of Creation Unit Aggregations” in the Statement of Additional
Information. The price for each Creation Unit will equal the daily NAV per
Share times the number of Shares in a Creation Unit plus the fees described
above and, if applicable, any transfer taxes.

Shares of the Fund may be issued in advance of receipt of all Deposit Securities
subject to various conditions, including a requirement to maintain on deposit
with the Trust cash at least equal to 115% of the market value of the missing
Deposit Securities. See “Creation and Redemption of Creation Unit
Aggregations” in the Statement of Additional Information.

Legal Restrictions on Transactions in Certain Stocks

An investor subject to a legal restriction with respect to a particular stock
required to be deposited in connection with the purchase of a Creation Unit
may, at the Fund’s discretion, be permitted to deposit an equivalent amount of
cash 1in substitution for any stock which would otherwise be included in the
Deposit Securities applicable to the purchase of a Creation Unit. For more
details, see “Creation and Redemption of Creation Unit Aggregations” in the
Statement of Additional Information.



Redemption of Shares

Shares may be redeemed only in Creation Units at their NAV and only on a day
the AMEX is open for business. The Fund’s custodian makes available
immediately prior to the opening of business each day of the AMEX, through
the facilities of the NSCC, the list of the names and the numbers of shares of the
Fund’s portfolio securities that will be applicable that day to redemption requests
in proper form (“Fund Securities”). Fund Securities received on redemption may
not be identical to Deposit Securities, which are applicable to purchases of
Creation Units. Unless cash redemptions are available or specified for the Fund,
the redemption proceeds consist of the Fund Securities, plus cash in an amount
equal to the difference between the NAV of Shares being redeemed as next
determined after receipt by the transfer agent of a redemption request in proper
form, and the value of the Fund Securities (the “Cash Redemption Amount”),
less the applicable redemption fee and, if applicable, any transfer taxes. Should the
Fund Securities have a value greater than the NAV of Shares being redeemed, a
compensating cash payment to the Trust equal to the differential, plus the
applicable redemption fee and, if applicable, any transfer taxes will be required to
be arranged for, by or on behalf of the redeeming shareholder. For more details,
see “Creation and Redemption of Creation Unit Aggregations” in the Statement
of Additional Information.

An order to redeem Creation Units of the Fund may only be effected by or
through an Authorized Participant. An order to redeem must be placed for one
or more whole Creation Units and must be received by the transfer agent in
proper form no later than the close of regular trading on the AMEX (normally
4:00 p.m. Eastern time) in order to receive that day’s closing NAV per Share. In
the case of custom orders, as further described in the Statement of Additional
Information, the order must be received by the transfer agent no later than
3:00 p.m. Eastern time.

A fixed redemption transaction fee of $1,000 per transaction (the “Redemption
Transaction Fee”) is applicable to each redemption transaction regardless of

the number of Creation Units redeemed in the transaction. An additional
charge of up to four times the Redemption Transaction Fee may be charged

to approximate additional expenses incurred by the Trust to the extent that
redemptions are for cash. The Fund reserves the right to effect redemptions

in cash. A shareholder may request a cash redemption in lieu of securities,
however, the Fund may;, in its discretion, reject any such request. See “Creation
and Redemption of Creation Unit Aggregations” in the Statement of
Additional Information.
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Distributions

Dividends and Capital Gains. Fund shareholders are entitled to their share of the
Fund’s income and net realized gains on its investments. The Fund pays out
substantially all of its net earnings to its shareholders as “distributions.”

The Fund typically earns income dividends from stocks and interest from debt
securities. These amounts, net of expenses, are passed along to Fund shareholders
as “income dividend distributions.” The Fund realizes capital gains or losses
whenever it sells securities. Net long-term capital gains are distributed to
shareholders as “capital gain distributions.”

Income dividends, if any, are distributed to shareholders annually. Net capital
gains are distributed at least annually. Dividends may be declared and paid more
frequently to improve Index tracking or to comply with the distribution
requirements of the Internal Revenue Code. In addition, the Fund intends to
distribute at least annually amounts representing the full dividend yield net of
expenses on the underlying investment securities as if the Fund owned the
underlying investment securities for the entire dividend period. As a result, some
portion of each distribution may result in a return of capital. Fund shareholders
will be notified regarding the portion of the distribution that represents a return
of capital.

Distributions in cash may be reinvested automatically in additional whole
Shares only if the broker through which the Shares were purchased makes
such option available.

Distribution Plan and Service Plan

The Board of Trustees of the Trust has adopted a distribution and services plan
(the “Plan”) pursuant to Rule 12b-1 under the 1940 Act. Under the Plan, the
Fund is authorized to pay distribution fees in connection with the sale and
distribution of its shares and pay service fees in connection with the provision of
ongoing services to shareholders of each class and the maintenance of’
shareholder accounts in an amount up to 0.25% of its average daily net assets
each year.

No 12b-1 fees are currently paid by the Fund, and there are no current plans to
impose these fees. However, in the event 12b-1 fees are charged in the future,
because these fees are paid out of the Fund’s assets on an ongoing basis, these fees
will increase the cost of your investment in the Fund. By purchasing shares
subject to distribution fees and service fees, you may pay more over time than
you would by purchasing shares with other types of sales charge arrangements.
Long-term shareholders may pay more than the economic equivalent of the
maximum front-end sales charge permitted by the rules of the NASD. The net
income attributable to the Shares will be reduced by the amount of distribution
fees and service fees and other expenses of the Fund.
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FREQUENT PURCHASES AND REDEMPTIONS

The Fund imposes no restrictions on the frequency of purchases and
redemptions. The Board of Trustees evaluated the risks of market timing activities
by the Fund’s shareholders when they considered that no restriction or policy
was necessary. The Board considered that, unlike traditional mutual funds, the
Fund issues and redeems its shares at NAV for a basket of securities intended to
mirror the Fund’s portfolio, plus a small amount of cash, and the Fund’s Shares
may be purchased and sold on the exchange at prevailing market prices. Given
this structure, the Board determined that it is unlikely that (a) market timing
would be attempted by the Fund’s shareholders or (b) any attempts to market
time the Fund by its shareholders would result in negative impact to the Fund
or its shareholders.
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FUND SERVICE PROVIDERS

Claymore Advisors, LLC is the administrator of the Fund.
BNY is the custodian and fund accounting and transfer agent for the Fund.
Clifford Chance US LLP serves as counsel to the Fund.

Ernst & Young LLP serves as the Fund’s independent registered public
accounting firm. The independent registered public accounting firm is
responsible for auditing the annual financial statements of the Fund.

I 25



INDEX PROVIDER

Standard & Poors, a division of The McGraw-Hill Companies, Inc., is the Index
Provider for the Claymore S&P Global Water Index ETE S&P is not aftiliated
with the Trust, the Investment Adviser or the distributor. The Investment Adviser
has entered into a license agreement with S&P to use the Index. The Fund is
entitled to use the Index pursuant to a sub-licensing arrangement with the
Investment Adviser.
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DISCLAIMERS

The “S&P Global Water Index” is a registered trademark of The McGraw-Hill
Companies, Inc. and has been licensed for use by the Investment Adviser. The
Fund is not sponsored, endorsed, sold or promoted by S&P and S&P makes no
representation regarding the advisability of investing in Shares of the Fund.

The Claymore S&P Global Water Index ETF and its Shares are not sponsored,
endorsed, sold or promoted by Standard & Poor’s and its affiliates (“S&P”).

S&P makes no representation, condition or warranty, express or implied, to

the shareholders of the Fund or any member of the public regarding the
advisability of investing in securities generally or in the Fund particularly or the
ability of the S&P Global Water Index to track general stock market
performance. S&P’s only relationship to the Investment Adviser is the licensing
of certain trademarks and trade names of S&P and of the S&P Global Water
Index, which is determined, composed and calculated by S&P without regard to
the Investment Adviser or the S&P Global Water Index ETE S&P has no
obligation to take the needs of the Investment Adviser or the shareholders of the
Fund into consideration in determining, composing or calculating the S&P
Global Water Index. S&P is not responsible for and has not participated in the
determination of the prices of the Shares of the Fund or the timing of the
issuance or sale of such Shares or in the determination or calculation of the
equation by which the Shares are to be converted into cash. S&P has no
obligation or liability in connection with the administration, marketing, or
trading of the Fund or its Shares.

S&P and the Investment Adviser do not guarantee the accuracy and/or the
completeness of the Index or any data included therein, and S&P and the
Investment Adviser shall have no liability for any errors, omissions or
interruptions therein. S&P and the Investment Adviser make no warranty,
condition or representation express or implied, as to results to be obtained by the
Fund, owners of the Shares of the Fund or any other person or entity from the
use of the Index or any data included therein. S&P and the Investment Adviser
make no express or implied warranties, representations or conditions, and
expressly disclaim all warranties or conditions of merchantability or fitness for a
particular purpose or use and any other express or implied warranty or condition
with respect to the Index or any data included therein. Without limiting any of
the foregoing, in no event shall S&P or the Investment Adviser have any liability
for any special, punitive, direct, indirect or consequential damages (including lost
profits) arising out of matters relating to the use of the Index or any data
included therein even if notified of the possibility of such damages.
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FEDERAL INCOME TAXATION

As with any investment, you should consider how your investment in Shares will
be taxed. The tax information in this Prospectus is provided as general
information. You should consult your own tax professional about the tax
consequences of an investment in Shares.

Unless your investment in Shares is made through a tax-exempt entity or tax-
deferred retirement account, such as an IRA plan, you need to be aware of the
possible tax consequences when:

B Your Fund makes distributions,
B You sell your Shares listed on the AMEX, and

B You purchase or redeem Creation Units.

Taxes on Distributions

Dividends from net investment income, if any, are declared and paid annually.
The Fund may also pay a special distribution at the end of the calendar year to
comply with federal tax requirements. In general, your distributions are subject
to federal income tax when they are paid, whether you take them in cash or
reinvest them in the Fund. Dividends paid out of the Fund’s income and net
short-term gains, if any, are taxable as ordinary income. Distributions of net long-
term capital gains, if any, in excess of net short-term capital losses are taxable as
long-term capital gains, regardless of how long you have held the Shares.

Long-term capital gains of non-corporate taxpayers are generally taxed at a
maximum rate of 15% for taxable years beginning before January 1, 2011. In
addition, for these taxable years some ordinary dividends declared and paid by
the Fund to non-corporate shareholders may qualify for taxation at the lower
reduced tax rates applicable to long-term capital gains, provided that the holding
period and other requirements are met by the Fund and the shareholder.

Distributions in excess of the Fund’s current and accumulated earnings and
profits are treated as a tax-free return of capital to the extent of your basis in the
Shares, and as capital gain thereafter. A distribution will reduce the Fund’s net
asset value per Share and may be taxable to you as ordinary income or capital
gain even though, from an investment standpoint, the distribution may constitute
a return of capital.

Since more than 50% of the Fund’s total assets at the end of its taxable year will
consist of foreign stock or securities, the Fund intends to elect to “pass through”
to its investors certain foreign income taxes paid by the Fund, with the result
that each investor will (i) include in gross income, as an additional dividend, even
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though not actually received, the investor’s pro rata share of the Fund’s foreign
income taxes, and (i) either deduct (in calculating U.S. taxable income) or credit
(in calculating U.S. federal income), subject to certain limitations, the investor’s
pro rate share of the Fund’s foreign income taxes.

If you are not a citizen or permanent resident of the United States, the Fund’s
ordinary income dividends (which include distributions of net short-term capital
gains) will generally be subject to a 30% U.S. withholding tax, unless a lower treaty
rate applies or unless such income is effectively connected with a U.S. trade or
business carried on through a permanent establishment in the United States. The
Fund may, under certain circumstances, designate all or a portion of a dividend as an
“interest-related dividend.” An interest-related dividend that is received by a
nonresident alien or foreign entity generally would be exempt from the 30% U.S.
withholding tax, provided that certain other requirements are met. The Fund may
also, under certain circumstances, designate all or a portion of a dividend as a “short-
term capital gain dividend” which if received by a nonresident alien or foreign
entity generally would be exempt from the 30% U.S. withholding tax, unless the
foreign person is a nonresident alien individual present in the United States for a
period or periods aggregating 183 days or more during the taxable year. The
provisions contained in the legislation relating to dividends to foreign persons
would apply to dividends with respect to taxable years of the Fund beginning
before January 1, 2008. Prospective investors are urged to consult their tax advisors
regarding the specific tax consequences relating to the proposed legislation.

Dividends and interest received by the Fund may give rise to withholding and
other taxes imposed by foreign countries. Tax conventions between certain
countries and the United States may reduce or eliminate such taxes.

By law, the Fund must withhold a percentage of your distributions and proceeds
if you have not provided a taxpayer identification number or social security
number. The backup withholding rate for individual is currently 28%.

Taxes on Exchange-Listed Shares Sales

Currently, any capital gain or loss realized upon a sale of Shares is generally
treated as long-term capital gain or loss if the Shares have been held for more
than one year and as short-term capital gain or loss if the Shares have been held
for one year or less. The ability to deduct capital losses may be limited.

Taxes on Purchase and Redemption of Creation Units

An authorized purchaser who exchanges equity securities for Creation Units
generally will recognize a gain or a loss. The gain or loss will be equal to the
difference between the market value of the Creation Units at the time and the
exchanger’s aggregate basis in the securities surrendered and the Cash Component
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paid. A person who exchanges Creation Units for equity securities will generally
recognize a gain or loss equal to the difference between the exchanger’s basis in
the Creation Units and the aggregate market value of the securities received and
the Cash Redemption Amount. The Internal Revenue Service, however, may
assert that a loss realized upon an exchange of securities for Creation Units
cannot be deducted currently under the rules governing “wash sales,” or on the
basis that there has been no significant change in economic position. Persons
exchanging securities should consult their own tax advisor with respect to
whether the wash sale rules apply and when a loss might be deductible.

Under current federal tax laws, any capital gain or loss realized upon redemption
of Creation Units is generally treated as long-term capital gain or loss if the
Shares have been held for more than one year and as a short-term capital gain or
loss if the Shares have been held for one year or less.

If you purchase or redeem Creation Units, you will be sent a confirmation
statement showing how many and at what price you purchased or sold Shares.

The foregoing discussion summarizes some of the possible consequences under current
federal tax law of an investment in the Fund. It is not a substitute for personal tax advice.
You may also be subject to state and local taxation on Fund distributions and sales of
Fund Shares. You are advised to consult your personal tax advisor about the potential tax
consequences of an investment in Fund Shares under all applicable tax laws.

OTHER INFORMATION

For purposes of the 1940 Act, the Fund is treated as a registered investment
company. Section 12(d)(1) of the 1940 Act restricts investments by investment
companies in the securities of other investment companies, including shares of
the Fund. Registered investment companies are permitted to invest in the Fund
beyond the limits set forth in Section 12(d)(1) subject to certain terms and
conditions set forth in an SEC exemptive order issued to the Trust, including
that such investment companies enter into an agreement with the Fund.

Disclosure of Portfolio Holdings

A description of the Trust’s policies and procedures with respect to the disclosure
of the Fund’s portfolio securities is available in the Fund’s Statement of
Additional Information.

Financial Highlights

Because the Shares of the Fund are newly oftered, there is no financial
information available for the Shares as of the date of this prospectus.
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CLAYMORE®

A Statement of Additional Information dated May 4, 2007, which contains more
details about the Fund, is incorporated by reference in its entirety into this
Prospectus, which means that it is legally part of this Prospectus.

You will find additional information about the Fund in its annual and semi-
annual reports to shareholders, when available. The annual report will explain the
market conditions and investment strategies affecting the Fund’s performance
during its last fiscal year.

You can ask questions or obtain a free copy of the Fund’s shareholder reports or
the Statement of Additional Information by calling 1-800-345-7999. Free copies
of the Fund’s shareholder reports and the Statement of Additional Information
are available from our website at www.claymore.com.

Information about the Fund, including its reports and the Statement of
Additional Information, has been filed with the SEC. It can be reviewed and
copied at the SEC’s Public Reference Room in Washington, DC or on the
EDGAR database on the SEC’s internet site (http://www.sec.gov). Information
on the operation of the SEC’s Public Reference Room may be obtained by
calling the SEC at (202) 551-8090.You can also request copies of these materials,
upon payment of a duplicating fee, by electronic request at the SEC’s e-mail
address (publicinfo@sec.gov) or by writing the Public Reference section of the
SEC, 100 F Street NE, Room 1580, Washington, DC 20549.

) PROSPECTUS

Claymore Securities, Inc.
2455 Corporate West Drive
Lisle, Ilinois 60532

May 4,2007

Investment Company Act File No. 811-21910.
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