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PROSPECT CAPITAL CORPORATION

SUPPLEMENT TO PROSPECTUS SUPPLEMENT DATED FEBRUARY 23, 2012
THE DATE OF THIS SUPPLEMENT IS MARCH 21, 2012

Filed under Rule 497, Registration Statement No. 333-176637

Recent Developments

        On March 19, 2012, we entered into a definitive agreement to provide debt and equity for the acquisition of the businesses of First Tower
Corp. ("First Tower"), a private multiline specialty finance company based in Flowood, Mississippi with over 150 branch offices. We are
acquiring 80.1% of First Tower for $110.2 million of cash and 14.5 million of our shares of common stock. We have the option, at our sole
discretion, to substitute up to 100% cash in lieu of such 14.5 million shares of our common stock at a price per share based on average trading
prices prior to the closing date. Completion of the acquisition is subject to regulatory approvals and is expected to close in approximately
60-120 days.

This supplement relates only to the securities described in the accompanying prospectus supplement and prospectus, is only a
summary of changes and should be read together with the accompanying prospectus supplement and prospectus, including among other
things the section entitled "Risk Factors" beginning on page S-8 of such prospectus supplement and page 9 of such prospectus. This
supplement and the accompanying prospectus supplement and prospectus contain important information you should know before
investing in our securities. Please read it before you invest and keep it for future reference. We file annual, quarterly and current
reports, proxy statements and other information about us with the Securities and Exchange Commission, or the "SEC." This
information is available free of charge by contacting us at 10 East 40th Street, 44th Floor, New York, NY 10016 or by telephone at
(212) 448-0702. The SEC maintains a website at www.sec.gov where such information is available without charge upon written or oral
request. Our internet website address is www.prospectstreet.com. Information contained on our website is not incorporated by
reference into this supplement, the accompanying prospectus supplement or prospectus and you should not consider information
contained on our website to be part of this supplement or the accompanying prospectus supplement or prospectus.

Neither the SEC nor any state securities commission has approved or disapproved of these securities or passed on the adequacy or
accuracy of this prospectus supplement. Any representation to the contrary is a criminal offense. Obligations of Prospect Capital
Corporation and any subsidiary of Prospect Capital Corporation are not guaranteed by the full faith and credit of the United States of
America. Neither Prospect Capital Corporation nor any subsidiary of Prospect Capital Corporation is a government-sponsored
enterprise or an instrumentality of the United States of America.
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Filed pursuant to Rule 497
File No. 333-176637

PROSPECTUS SUPPLEMENT
(To Prospectus dated October 21, 2011)

12,000,000 Shares

Prospect Capital Corporation

Common Stock

This is an offering of 12,000,000 shares of the common stock of Prospect Capital Corporation. Prospect Capital Corporation is a financial
services company that lends to and invests in middle market, privately-held companies. We are organized as an externally-managed,
non-diversified closed-end management investment company that has elected to be treated as a business development company under the
Investment Company Act of 1940. Prospect Capital Management LLC manages our investments and Prospect Administration LLC provides the
administrative services necessary for us to operate.

Our common stock is traded on the NASDAQ Global Select Market under the symbol "PSEC." The last reported closing sales price for our
common stock on February 22, 2012 was $11.39 per share and our most recently determined net asset value per share was $10.69 as of
December 31, 2011 ($10.59 on an as adjusted basis solely to give effect to our distribution with a record date of January 31, 2012 and our
issuance of common stock on January 25, 2012 and February 17, 2012 in connection with our dividend reinvestment plan).

Investing in our common stock involves risks. See "Risk Factors" beginning on page S-8 of this prospectus supplement and on page 9 of the
accompanying prospectus.

Per
Share Total

Price to the public $10.95 $131,400,000
Underwriting discounts and commissions $  0.13 $    1,560,000
Proceeds to Prospect Capital Corporation (before expenses) $10.82 $129,840,000
The underwriter has an option for a period of 30 days from the date of this prospectus supplement to purchase up to an aggregate of 1,800,000
additional shares of our common stock at $10.82 per share.

This prospectus supplement and the accompanying prospectus contain important information you should know before investing in our securities.
Please read it before you invest and keep it for future reference. We file annual, quarterly and current reports, proxy statements and other
information about us with the Securities and Exchange Commission, or the "SEC." This information is available free of charge by contacting us
at 10 East 40th Street, 44th Floor, New York, NY 10016 or by telephone at (212) 448-0702. The SEC maintains a website at www.sec.gov
where such information is available without charge upon written or oral request. Our internet website address is www.prospectstreet.com.
Information contained on our website is not incorporated by reference into this prospectus supplement or the accompanying prospectus and you
should not consider information contained on our website to be part of this prospectus supplement or the accompanying prospectus.

The SEC has not approved or disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

Barclays Capital expects to deliver the shares on or about February 28, 2012

Barclays Capital
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 FORWARD-LOOKING STATEMENTS

        This prospectus supplement and the accompanying prospectus may contain forward-looking statements within the meaning of Section 21E
of the Securities Exchange Act of 1934, as amended, or the "Exchange Act," which involve substantial risks and uncertainties. Forward-looking
statements predict or describe our future operations, business plans, business and investment strategies and portfolio management and the
performance of our investments and our investment management business. These forward-looking statements are not historical facts, but rather
are based on current expectations, estimates and projections about our industry, our beliefs, and our assumptions. Words such as "intends,"
"intend," "intended," "goal," "estimate," "estimates," "expects," "expect," "expected," "project," "projected," "projections," "plans," "seeks,"
"anticipates," "anticipated," "should," "could," "may," "will," "designed to," "foreseeable future," "believe," "believes" and "scheduled" and
variations of these words and similar expressions are intended to identify forward-looking statements. Our actual results or outcomes may differ
materially from those anticipated. Readers are cautioned not to place undue reliance on these forward looking statements, which speak only as of
the date the statement was made. We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise. These statements are not guarantees of future performance and are subject to risks, uncertainties,
and other factors, some of which are beyond our control and difficult to predict and could cause actual results to differ materially from those
expressed or forecasted in the forward-looking statements, including without limitation:

�
our future operating results,

�
our business prospects and the prospects of our portfolio companies,

�
the impact of investments that we expect to make,

�
our contractual arrangements and relationships with third parties,

�
the dependence of our future success on the general economy and its impact on the industries in which we invest,

�
the ability of our portfolio companies to achieve their objectives,

�
difficulty in obtaining financing or raising capital, especially in the current credit and equity environment,

�
the level and volatility of prevailing interest rates and credit spreads, magnified by the current turmoil in the credit markets,

�
adverse developments in the availability of desirable loan and investment opportunities whether they are due to competition,
regulation or otherwise,

�
a compression of the yield on our investments and the cost of our liabilities, as well as the level of leverage available to us,

�
our regulatory structure and tax treatment, including our ability to operate as a business development company and a
regulated investment company,

�
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the adequacy of our cash resources and working capital,

�
the timing of cash flows, if any, from the operations of our portfolio companies,

�
the ability of our investment adviser to locate suitable investments for us and to monitor and administer our investments,

�
authoritative generally accepted accounting principles or policy changes from such standard-setting bodies as the Financial
Accounting Standards Board, the SEC, Internal Revenue Service,

i
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the NASDAQ Global Market, and other authorities that we are subject to, as well as their counterparts in any foreign
jurisdictions where we might do business, and

�
the risks, uncertainties and other factors we identify in "Risk Factors" and elsewhere in this prospectus supplement and the
accompanying prospectus and in our filings with the SEC.

        Although we believe that the assumptions on which these forward-looking statements are based are reasonable, any of those assumptions
could prove to be inaccurate, and as a result, the forward-looking statements based on those assumptions also could be inaccurate. Important
assumptions include our ability to originate new loans and investments, ability to obtain certain margins and levels of profitability and the
availability of additional capital. In light of these and other uncertainties, the inclusion of a projection or forward-looking statement in this
prospectus supplement and the accompanying prospectus, respectively, should not be regarded as a representation by us that our plans and
objectives will be achieved. These risks and uncertainties include those described or identified in "Risk Factors" and elsewhere in this prospectus
supplement and the accompanying prospectus, respectively. You should not place undue reliance on these forward-looking statements, which
apply only as of the date of this prospectus supplement or the accompanying prospectus, as applicable. These forward-looking statements do not
meet the safe harbor for forward-looking statements pursuant to Section 27A of the Securities Act of 1933, as amended, or the "Securities Act."

        You should rely only on the information contained in this prospectus supplement and the accompanying prospectus. We have not, and the
underwriters have not, authorized any other person to provide you with information that is different from that contained in this prospectus
supplement or the accompanying prospectus. If anyone provides you with different or inconsistent information, you should not rely on it. We are
not, and the underwriters are not, making an offer of these securities in any jurisdiction where the offer is not permitted. You should assume that
the information appearing in this prospectus supplement and the accompanying prospectus is accurate only as of their respective dates and we
assume no obligation to update any such information. Our business, financial condition and results of operations may have changed since those
dates. Although we undertake no obligation to revise or update any forward-looking statements, whether as a result of new information, future
events or otherwise, you are advised to consult any additional disclosures that we make directly to you or through reports that we have filed with
the SEC, including annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K.

        This prospectus supplement supersedes the accompanying prospectus to the extent it contains information that is different from or in
addition to the information in the prospectus.

ii
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 PROSPECTUS SUMMARY

This summary highlights some of the information contained elsewhere in this prospectus supplement and the accompanying prospectus. It
is not complete and may not contain all of the information that you may want to consider. You should read carefully the more detailed
information set forth under "Risk Factors" in this prospectus supplement and in the accompanying prospectus and the other information
included in this prospectus supplement and the accompanying prospectus.

The terms "we," "us," "our" and "Company," refer to Prospect Capital Corporation; "Prospect Capital Management," "Investment
Adviser" and "PCM" refer to Prospect Capital Management LLC; and "Prospect Administration" and the "Administrator" refer to Prospect
Administration LLC.

 The Company

        Prospect Capital Corporation is a financial services company that primarily lends to and invests in middle market privately-held companies.
We are a closed-end investment company that has filed an election to be treated as a business development company under the Investment
Company Act of 1940, as amended and the rules, regulations and interpretations promulgated thereunder, collectively, the "1940 Act." We
invest primarily in senior and subordinated debt and equity of companies in need of capital for acquisitions, divestitures, growth, development
and recapitalization. We work with the management teams or financial sponsors to seek investments with historical cash flows, asset collateral
or contracted pro-forma cash flows.

        Typically, we concentrate on making investments in companies with annual revenues of less than $500 million and enterprise values of less
than $250 million. Our typical investment involves a secured loan of less than $50 million with some form of equity participation. From time to
time, we acquire controlling interests in companies in conjunction with making secured debt investments in such companies. In most cases,
companies in which we invest are privately held at the time we invest in them. We refer to these companies as "target" or "middle market"
companies and these investments as "middle market investments".

        We seek to maximize total returns to our investors, including both current yield and equity upside, by applying rigorous credit analysis and
asset-based and cash-flow based lending techniques to make and monitor our investments. Many of our investments to date have been in
energy-related industries. We have made no investments to date in the real estate or mortgage industries, and we do not intend currently to focus
on such investments.

        We are currently pursuing multiple investment opportunities, including purchases of portfolios from private and public companies, as well
as originations and secondary purchases of particular securities. We also regularly evaluate control investment opportunities in a range of
industries, some of these investments could be material to us. There can be no assurance that we will successfully consummate any investment
opportunity we are currently pursuing. If any of these opportunities are consummated, there can be no assurance that investors will share our
view of valuation or that any assets acquired will not be subject to future write downs, each of which could have an adverse effect on our stock
price.

        As of December 31, 2011, we held investments in 75 portfolio companies. The aggregate fair value as of December 31, 2011 of
investments in these portfolio companies held on that date is approximately $1.717 billion. Our portfolio across all our performing long-term
debt had an annualized current yield of 12.2% as of December 31, 2011.

S-1
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 Recent Developments

Dividends

        On February 6, 2012, we announced the declaration of monthly dividends in the following amounts and with the following dates:

�
$0.101450 per share for February 2012 to holders of record on February 29, 2012 with a payment date of March 23, 2012;

�
$0.101475 per share for March 2012 to holders of record on March 30, 2012 with a payment date of April 20, 2012; and

�
$0.101500 per share for April 2012 to holders of record on April 30, 2012 with a payment date of May 24, 2012.

Recent Investment Activity

        On January 4, 2012, Energy Solutions Holdings, Inc. (f/k/a Gas Solutions Holdings, Inc.) ("Energy Solutions") sold its gas gathering and
processing assets ("Gas Solutions") for a sale price of $200.5 million, including a potential earnout of $28.0 million that will be paid based on
the future performance of Gas Solutions. After expenses, including structuring fees of $9.97 million paid to us, Energy Solutions received
approximately $148.69 million in cash and an additional $10.0 million is being held in escrow. Currently, our loans to Energy Solutions remain
outstanding and are collateralized by the cash held by Energy Solutions as a result of the sale transaction. The accounting for the sale of Gas
Solutions has yet to be finalized, but will not result in any dividend income or realized gain recognition by us until cash payments are received
from Energy Solutions.

        On January 9, 2012, Arrowhead General Insurance Agency, Inc. repaid the $27.0 million loan receivable to us.

        On January 12, 2012, we made a follow-on investment of $16.5 million to purchase 86.8% of the Class D Notes in CIFC Funding
2011-I, Ltd.

        On January 17, 2012, we provided $18.33 million of secured second-lien financing to a financial services processing company purchased
by a leading private equity sponsor.

        On January 31, 2012, Aircraft Fasteners International, LLC repaid the $7.44 million loan receivable to us.

        On February 2, 2012, NRG Manufacturing Inc. ("NRG") was sold to an outside buyer for $123.26 million. In conjunction with the sale, the
$37.22 million loan that was outstanding was repaid. We also received a $26.94 million make-whole fee for early repayment of the outstanding
loan, which will be recorded as interest income in the quarter ending March 31, 2012. Further, we received a $3.8 million advisory fee for the
transaction, which will be recorded as other income in the quarter ending March 31, 2012. After expenses, including the make whole and
advisory fees discussed above, $40.89 million was available to be distributed to stockholders. While our 408 shares of NRG common stock
represented 67.1% of the ownership, we only received net proceeds of $25.99 million as our contribution to the escrow amount was
proportionately higher than the other shareholders. In connection with the sales, we will recognize a realized gain of $24.81 million in the results
for the quarter ended March 31, 2012. In total, we received proceeds of $93.98 million at closing. In addition, there is $11.13 million being held
in escrow of which 80% is due to us upon release of the escrowed amounts. This will be recognized as additional gain when and if received.

        On February 15, 2012, we provided $25 million of secured second-lien financing to a leading provider of Web security and wide area
network (WAN) optimization solutions.

S-2
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Convertible Bonds Buyback

        Between January 30, 2012 and February 2, 2012, we repurchased $5.0 million of our August 2016 convertible bonds at a price of 97.5% of
par, including commissions. The transactions will result in our recognizing $10,000 of loss in the quarter ended March 31, 2012.

Prospect Capital InterNotes®

        On February 16, 2012, we entered into a Selling Agent Agreement (the "Selling Agent Agreement") with Incapital LLC, as purchasing
agent for our issuance and sale from time to time of up to $500,000,000 of Prospect Capital InterNotes® (the "InterNotes Offering"). Additional
agents appointed by the Company from time to time in connection with the InterNotes Offering may become parties to the Selling Agent
Agreement.

Stock Issuance in Connection with Dividend Reinvestment Plan

        On January 25, 2012, we issued 85,252 shares of our common stock in connection with the dividend reinvestment plan.

        On February 17, 2012, we issued 69,864 shares of our common stock in connection with the dividend reinvestment plan.

S-3
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 The Offering

Common stock offered by us, excluding the
underwriter's option to purchase additional
shares 12,000,000 shares.

Common stock outstanding prior to this
offering 109,846,167 shares.

Common stock outstanding after this offering,
excluding the underwriter's option to purchase
additional shares 121,846,167 shares.

Use of proceeds We expect to use the net proceeds from this offering initially to maintain balance sheet
liquidity, involving repayment of debt under our credit facility, investments in high quality
short-term debt instruments or a combination thereof, and thereafter to make long-term
investments in accordance with our investment objective. See "Use of Proceeds" in this
prospectus supplement.

The NASDAQ Global Select Market symbol PSEC

Risk factors See "Risk Factors" in this prospectus supplement and the accompanying prospectus and other
information in this prospectus supplement and the accompanying prospectus for a discussion of
factors you should carefully consider before you decide whether to make an investment in
shares of our common stock.

Current distribution rate On February 6, 2012, we announced that our Board of Directors declared monthly distributions
in the following amounts and with the following dates:
�

$0.101450 per share for February 2012 to holders of record on February 29, 2012 with a
payment date of March 23, 2012;
�

$0.101475 per share for March 2012 to holders of record on March 30, 2012 with a payment
date of April 20, 2012; and
�

$0.101500 per share for April 2012 to holders of record on April 30, 2012 with a payment date
of May 24, 2012,

representing an annualized yield (based on the February 2012 distribution) of approximately
10.69% based on our February 22, 2012 closing stock price of $11.39 per share. Such
distributions are expected to be payable out of earnings. Our distribution levels are subject to
change or discontinuance at any time in the discretion of our Board of Directors. Our future
earnings and operating cash flow may not be sufficient to support a dividend.

S-4
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Fees and Expenses

        The following tables are intended to assist you in understanding the costs and expenses that an investor in this offering will bear directly or
indirectly. We caution you that some of the percentages indicated in the table below are estimates and may vary. In these tables, we assume that
we have borrowed $722.5 million. Except where the context suggests otherwise, whenever this prospectus contains a reference to fees or
expenses paid by "you" or "us" or that "we" will pay fees or expenses, the Company will pay such fees and expenses out of our net assets and,
consequently, you will indirectly bear such fees or expenses as an investor in the Company. However, you will not be required to deliver any
money or otherwise bear personal liability or responsibility for such fees or expenses.

Stockholder transaction expenses:
Sales load (as a percentage of offering price)1 1.19%
Offering expenses borne by us (as a percentage of offering price)2 0.17%
Dividend reinvestment plan expenses3 None
Total stockholder transaction expenses (as a percentage of offering price)4 1.36%
Annual expenses (as a percentage of net assets attributable to common stock)4:
Management Fees5 3.33%
Incentive fees payable under Investment Advisory Agreement (20% of realized capital gains and 20% of pre-incentive fee
net investment income) 6 2.74%
Interest payments on the credit facility 1.45%
Interest payments on the 2010 Notes7 0.80%
Interest payments on the 2011 Notes8 0.81%
Acquired Fund Fees and Expenses9 0.01%
Other expenses10 1.85%
Total annual expenses6,10 10.99%
Example

        The following table demonstrates the projected dollar amount of cumulative expenses we would pay out of net assets and that you would
indirectly bear over various periods with respect to a hypothetical investment in our common stock. In calculating the following expense
amounts, we have assumed we would have borrowed all $722.5 million that our annual operating expenses would remain at the levels set forth
in the table above and that we would pay the costs shown in the table above.

1 Year 3 Years 5 Years 10 Years
You would pay the following expenses on a $1,000 investment, assuming a 5% annual
return $ 94.89 $ 249.68 $ 394.60 $ 717.72
        While the example assumes, as required by the SEC, a 5% annual return, our performance will vary and may result in a return greater or
less than 5%. The income incentive fee under our Investment Advisory Agreement with Prospect Capital Management is unlikely to be material
assuming a 5% annual return and is not included in the example. If we achieve sufficient returns on our investments, including through the
realization of capital gains, to trigger an incentive fee of a material amount, our distributions to our common stockholders and our expenses
would likely be higher. In addition, while the example assumes reinvestment of all dividends and other distributions at net asset value, or NAV,
participants in our dividend reinvestment plan will receive a number of shares of our common stock determined by dividing the total dollar
amount of the distribution payable to a participant by the market price per share of our common stock at the close of trading on the valuation
date for the distribution. See "Dividend Reinvestment Plan" for additional information regarding our dividend reinvestment plan.

This example and the expenses in the table above should not be considered a representation of our future expenses. Actual expenses
(including the cost of debt, if any, and other expenses) may be

S-5
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greater or less than those shown.

1

The sales load (underwriting discounts and commissions) with respect to our common stock sold in this offering, which is a one time
fee, is the only sales load paid in connection with this offering.

2

The offering expenses of this offering are estimated to be approximately $225,000.

3

The expenses of the dividend reinvestment plan are included in "other expenses".

4

The related prospectus supplement will disclose the offering price and the total stockholder transaction expenses as a percentage of the
offering price.

5

Our base management fee is 2% of our gross assets (which include any amount borrowed, i.e., total assets without deduction for any
liabilities). Although no plans are in place to borrow the full amount under our line of credit, assuming that we borrowed
$722.5 million, the 2% management fee of gross assets equals approximately 3.33% of net assets. See "Business�Management
Services�Investment Advisory Agreement" in the accompanying prospectus and footnote 6 below.

6

Based on an annualized level of incentive fee paid during our second fiscal quarter ended December 31, 2011, all of which consisted
of an income incentive fee. For a more detailed discussion of the calculation of the two-part incentive fee, see "Management
Services�Investment Advisory Agreement" in the accompanying prospectus.

7

On December 21, 2010, the Company issued $150 million in aggregate principal amount of 6.25% Convertible Senior Notes due 2015,
which we refer to as the 2010 Notes. See "Business�General" and "Risk Factors�Risks Related to our Business" in the accompanying
prospectus for more detail on the 2010 Notes.

8

On February 18, 2011, the Company issued $172.5 million in aggregate principal amount of 5.5% Convertible Senior Notes due 2016,
which we refer to as the 2011 Notes. Between January 30, 2012 and February 2, 2012, we repurchased $5.0 million of our 2011 Notes
at a price of 97.5% of par, including commissions. The transactions will result in our recognizing $10,000 of loss in the quarter ended
March 31, 2012. See "Business�General" and "Risk Factors�Risks Related to our Business" in the accompanying prospectus for more
detail on the 2011 Notes. The 2011 Notes and the 2010 Notes are referred to collectively as the Senior Convertible Notes.

9

The Company's stockholders indirectly bear the expenses of underlying investment companies in which the Company invests. This
amount includes the fees and expenses of investment companies in which the Company is invested in as of December 31, 2011. When
applicable, fees and expenses are based on historic fees and expenses for the investment companies and for those investment
companies with little or no operating history, fees and expenses are based on expected fees and expenses stated in the investment
companies' prospectus or other similar communication without giving effect to any performance. Future fees and expenses for certain
investment companies may be substantially higher or lower because certain fees and expenses are based on the performance of the
investment companies, which may fluctuate over time. The amount of the Company's average net assets used in calculating this
percentage was based on net assets of approximately $1,172 million as of December 31, 2011.

10

"Other expenses" are based on estimated amounts for the current fiscal year. The amount shown above represents annualized expenses
during our three months ended December 31, 2011 representing all of our estimated recurring operating expenses (except fees and
expenses reported in other items of this table) that are deducted from our operating income and reflected as expenses in our Statement
of Operations. The estimate of our overhead expenses, including payments under an administration agreement with Prospect
Administration, or the Administration Agreement, based on our projected allocable portion of overhead and other expenses incurred
by Prospect Administration in performing its obligations under the Administration Agreement. "Other expenses" does not include
non-recurring expenses. See "Business�Management Services�Administration Agreement" in the accompanying prospectus.

S-6
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 SELECTED CONDENSED FINANCIAL DATA

        You should read the condensed financial information below with the Financial Statements and Notes thereto included in this prospectus
supplement and the accompanying prospectus. Financial information below for the years ended June 30, 2011, 2010, 2009, 2008 and 2007 has
been derived from the financial statements that were audited by our independent registered public accounting firm. The selected consolidated
financial data at and for the three months and six months ended December 31, 2011 and 2010 has been derived from unaudited financial data.
Certain reclassifications have been made to the prior period financial information to conform to the current period presentation. See
"Management's Discussion and Analysis of Financial Condition and Results of Operations" starting on page S-11 for more information.

For the Three Months
Ended December 31,

For the Six Months
Ended December 31, For the Year/Period Ended June 30,

2011 2010 2011 2010 2011 2010 2009 2008 2007
(in thousands except data relating to shares, per share and number of portfolio companies)

Performance
Data:
Interest income $ 45,528 $ 27,362 $ 87,415 $ 56,283 $ 134,454 $ 86,518 $ 62,926 $ 59,033 $ 30,084
Dividend
income 19,637 3,371 27,187 5,565 15,092 15,366 22,793 12,033 6,153
Other income 2,098 2,567 8,003 6,664 19,930 12,675 14,762 8,336 4,444

Total
investment
income 67,263 33,300 122,605 68,512 169,476 114,559 100,481 79,402 40,681

Interest and
credit facility
expenses (9,759) (2,261) (18,719) (4,522) (17,598) (8,382) (6,161) (6,318) (1,903)
Investment
advisory
expense (17,952) (9,672) (33,132) (19,197) (46,051) (30,727) (26,705) (20,199) (11,226)
Other expenses (3,044) (2,287) (6,369) (4,718) (11,606) (8,260) (8,452) (7,772) (4,421)

Total expenses (30,755) (14,220) (58,220) (28,437) (75,255) (47,369) (41,318) (34,289) (17,550)

Net investment
income 36,508 19,080 64,385 40,075 94,221 67,190 59,163 45,113 23,131

$1,337.50
$60.90 40.00% 45.00% $1,450.00

Hypothetical Examples of Amounts Payable at Maturity

The following examples illustrate how the returns set forth in the table above are calculated.

Example 1: The price of the Underlying Asset decreases from the Initial Level of $43.50 to a hypothetical Final Level
of $23.93 representing a Percentage Change of -45%.  Because the Percentage Change is less than the Barrier
Percentage, the investor receives a payment at maturity of $550 per $1,000 in principal amount of the notes, calculated
as follows:

Principal Amount + (Principal Amount x Percentage Change) = Payment at Maturity

$1,000 + ($1,000 x -45%) = $550.00
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Example 2: The price of the Underlying Asset decreases from the Initial Level of $43.50 to a hypothetical Final Level
of $39.15, representing a Percentage Change of -10%.  Because the Percentage Change is less than zero but is not less
than the Barrier Percentage, the investor receives a payment at maturity of $1,100 per $1,000 in principal amount of
the notes, calculated as follows:

Principal Amount + [Principal Amount x (-1 x Percentage Change)] = Payment at Maturity

$1,000 + [$1,000 × (-1 x -10%)] = $1,100

Example 3: The price of the Underlying Asset increases from the Initial Level of $43.50 to a hypothetical Final Level
of $47.85, representing a Percentage Change of 10%.  Because the Percentage Change is positive, the investor
receives a payment at maturity of $1,112.50 per $1,000 in principal amount of the notes, calculated as follows:

Principal Amount + [Principal Amount x (Percentage Change x Upside Leverage Factor)] = Payment at Maturity

$1,000 + [$1,000 x (10% x 112.50%)] = $1,112.50

P-8
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U.S. Federal Tax Information

By purchasing the notes, each holder agrees (in the absence of a change in law, an administrative determination or a
judicial ruling to the contrary) to treat each note as a pre-paid cash-settled derivative contract for U.S. federal income
tax purposes.  However, the U.S. federal income tax consequences of your investment in the notes are uncertain and
the Internal Revenue Service could assert that the notes should be taxed in a manner that is different from that
described in the preceding sentence.  Please see the discussion (including the opinion of our counsel Morrison &
Foerster LLP) in the product supplement under “Supplemental Tax Considerations—Supplemental U.S. Federal Income
Tax Considerations,” which applies to the notes.

A “dividend equivalent” payment is treated as a dividend from sources within the U.S. and such payments generally
would be subject to a 30% U.S. withholding tax if paid to a non-United States holder (as defined in the product
supplement).  Under proposed U.S. Treasury Department regulations, payments (including deemed payments) that are
contingent upon or determined by reference to actual or estimated U.S. source dividends with respect to certain
equity-linked instruments, whether explicitly stated or implicitly taken into account in computing one or more of the
terms of such instruments, may be treated as dividend equivalents.  If enacted in their current form, the regulations
will impose a withholding tax on payments made on the notes on or after January 1, 2016 that are treated as dividend
equivalents.  However, the U.S. Treasury Department and Internal Revenue Service have announced that they intend
to limit this withholding to equity-linked instruments issued on or after the date that is 90 days after the date of
publication in the U.S. Federal Register of final regulations addressing dividend equivalent withholding. If any
payments are treated as dividend equivalents subject to withholding, we (or the applicable paying agent) would be
entitled to withhold taxes without being required to pay any additional amounts with respect to amounts so withheld.

The Treasury Department has issued final regulations and a notice affecting the legislation enacted on March 18, 2010
and discussed in the product supplement under “Supplemental Tax Considerations—Supplemental U.S. Federal Income
Tax Considerations—Legislation Affecting Taxation of Notes Held By or Through Foreign Entities.”  Pursuant to the
notice, withholding requirements with respect to the notes will generally begin no earlier than July 1, 2014.
Additionally, the withholding tax will not be imposed on payments pursuant to obligations outstanding on July 1,
2014.  Account holders subject to information reporting requirements pursuant to the legislation may include holders
of the notes. Foreign financial institutions and non-financial foreign entities located in jurisdictions that have an
intergovernmental agreement with the United States governing the legislation may be subject to different rules.
Holders are urged to consult their own tax advisors regarding the implications of this legislation and subsequent
guidance on their investment in the notes.

P-9
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Supplemental Plan of Distribution (Conflicts of Interest)

BMOCM will purchase the notes from us at a purchase price reflecting the commission set forth on the cover page of
this pricing supplement. BMOCM has informed us that, as part of its distribution of the notes, it will reoffer the notes
to other dealers who will sell them. Each such dealer, or additional dealer engaged by a dealer to whom BMOCM
reoffers the notes, will purchase the notes at an agreed discount to the initial price to public.

We own, directly or indirectly, all of the outstanding equity securities of BMOCM, the agent for this offering. In
accordance with FINRA Rule 5121, BMOCM may not make sales in this offering to any of its discretionary accounts
without the prior written approval of the customer.

You should not construe the offering of the notes as a recommendation of the merits of acquiring an investment linked
to the Underlying Asset, or as to the suitability of an investment in the notes.

BMOCM may, but is not obligated to, make a market in the notes.  BMOCM will determine any secondary market
prices that it is prepared to offer in its sole discretion.

We may use this pricing supplement in the initial sale of the notes.  In addition, BMOCM or another of our affiliates
may use this pricing supplement in market-making transactions in any notes after their initial sale.  Unless BMOCM
or we inform you otherwise in the confirmation of sale, this pricing supplement is being used by BMOCM in a
market-making transaction.

For a period of approximately three months following issuance of the notes, the price, if any, at which we or our
affiliates would be willing to buy the notes from investors, and the value that BMOCM may also publish for the notes
through one or more financial information vendors and which could be indicated for the notes on any brokerage
account statements, will reflect a temporary upward adjustment from our estimated value of the notes that would
otherwise be determined at that time. This temporary upward adjustment represents a portion of (a) the hedging profit
that we or our affiliates expect to realize over the term of the notes and (b) the selling concessions paid in connection
with this offering.  The amount of this temporary upward adjustment will decline to zero on a straight-line basis over
the three-month period.

Additional Information Relating to the Estimated Initial Value of the Notes

Our estimated initial value of the notes that is set forth on the cover page of this final pricing supplement equals the
sum of the values of the following hypothetical components:

•a fixed-income debt component with the same tenor as the notes, valued using our internal funding rate for
structured notes; and

• one or more derivative transactions relating to the economic terms of the notes.

The internal funding rate used in the determination of the initial estimated value generally represents a discount from
the credit spreads for our conventional fixed-rate debt.  The value of these derivative transactions are derived from our
internal pricing models.  These models are based on factors such as the traded market prices of comparable derivative
instruments and on other inputs, which include volatility, dividend rates, interest rates and other factors.  As a result,
the estimated initial value of the notes on the pricing date was determined based on market conditions on the pricing
date.
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The Underlying Asset

We have derived the following information regarding the Underlying Asset from publicly available documents. We
have not independently verified the accuracy or completeness of the following information. We are not affiliated with
the Underlying Asset and the Underlying Asset will have no obligations with respect to the notes. This pricing
supplement relates only to the notes and does not relate to the shares of the Underlying Asset or any securities held by
the Underlying Index. Neither we nor our affiliates participates in the preparation of the publicly available documents
described below. Neither we nor our affiliates has made any due diligence inquiry with respect to the Underlying
Asset in connection with the offering of the notes. There can be no assurance that all events occurring prior to the date
of this pricing supplement, including events that would affect the accuracy or completeness of the publicly available
documents described below, that would affect the trading price of the shares of the Underlying Asset have been or will
be publicly disclosed. Subsequent disclosure of any events or the disclosure of or failure to disclose material future
events concerning the Underlying Asset could affect the price of the shares of the Underlying Asset after the pricing
date, and therefore could affect the payment at maturity.

The selection of the Underlying Asset is not a recommendation to buy or sell the shares of the Underlying Asset.
Neither we nor any of our affiliates make any representation to you as to the performance of the shares of the
Underlying Asset. Information provided to or filed with the SEC under the Securities Exchange Act of 1934 and the
Investment Company Act of 1940 relating to the Underlying Asset may be obtained through the SEC’s website at
http://www.sec.gov.

The Underlying Asset is an investment portfolio maintained and managed by SSFM. SSFM is the investment advisor
to each of ten separate investment portfolios, including the Underlying Asset, all of which are offered by the SPDR®
Series Trust, a registered investment company. The Underlying Asset trades on the NYSE Arca under the ticker
symbol “FEZ.”

Information provided to or filed with the SEC by the SPDR® Series Trust under the Securities Exchange Act of 1934
can be located by reference to its Central Index Key, or CIK, 1064642 through the SEC’s website at
http://www.sec.gov. Additional information about SSFM and the Underlying Asset may be obtained from other
sources including, but not limited to, press releases, newspaper articles and other publicly disseminated documents.
We make no representation or warranty as to the accuracy or completeness of such information.

The Underlying Asset seeks to provide investment results that, before fees and expenses, correspond generally to the
total return performance of the Underlying Index. The Underlying Index designed to represent the performance of
some of the largest companies across components of the 20 EURO STOXX Supersector Indexes.

The Underlying Asset utilizes a “replication” investment approach in attempting to track the performance of the
Underlying Index. The Underlying Asset typically invests in substantially all of the securities which comprise the
Underlying Index in approximately the same proportions as the Underlying Index. Underlying Asset will normally
invest at least 80% of its total assets in common stocks that comprise the Underlying Index.

The Underlying Index

All disclosures contained in this pricing supplement regarding the Underlying Index, including, without limitation, its
make up, method of calculation, and changes in its components, have been derived from publicly available sources.
The information reflects the policies of, and is subject to change by, STOXX. STOXX, which owns the copyright and
all other rights to the Underlying Index, has no obligation to continue to publish, and may discontinue publication of,
the Underlying Index.
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The Underlying Index was created by STOXX, a joint venture between Deutsche Börse AG and SIX Group
AG.  Publication of the Underlying Index began in February 1998, based on an initial index level of 1,000 at
December 31, 1991. On March 1, 2010, STOXX announced the removal of the “Dow Jones” prefix from all of its
indices, including the Underlying Index. Additional information about the Underlying Index is available on the
STOXX Limited website: http://www.stoxx.com.  However, information included in that website is not included or
incorporated by reference in this pricing supplement.

General

For each of the 19 EURO STOXX regional supersector indices, the stocks are ranked in terms of free-float market
capitalization. The largest stocks are added to the selection list until the coverage is close to, but still less than, 60% of
the free-float market capitalization of the corresponding supersector index.  If the next highest-ranked stock brings the
coverage closer to 60% in absolute terms, then it is also added to the selection list. All current stocks in the index are
then added to the selection list.  All of the stocks on the selection list are then ranked in terms of free-float market
capitalization to produce the final index selection list.  The largest 40 stocks on the selection list are selected; the
remaining 10 stocks are selected from the largest remaining current stocks ranked between 41 and 60; if the number of
stocks selected is still below 50, then the largest remaining stocks are selected until there are 50 stocks. In exceptional
cases, STOXX’s management board can add stocks to and remove them from the selection list.

P-11

Edgar Filing: PROSPECT CAPITAL CORP - Form 497

21



The index stocks are subject to a capped maximum index weight of 10%, which is applied on a quarterly basis.

The Underlying Index is composed of 50 component stocks of market sector leaders from within the 19 EURO
STOXX® Supersector indices, which represent the Eurozone portion of the STOXX Europe 600® Supersector
indices.  The index stocks have a high degree of liquidity and represent the largest companies across a wide range of
market sectors.

Composition and Maintenance of the Underlying Index

The composition of the Underlying Index is reviewed annually, based on the closing stock data on the last trading day
in August.  Changes in the composition of the Underlying Index are made to ensure that it includes the 50 market
sector leaders from within the EURO STOXX Index.

The free float factors for each component stock used to calculate the Underlying Index, as described below, are
reviewed, calculated, and implemented on a quarterly basis and are fixed until the next quarterly review.

The Underlying Index is subject to a “fast exit rule.”  The index stocks are monitored for any changes based on the
monthly selection list ranking.  A stock is deleted from the Underlying Index if: (a) it ranks 75 or below on the
monthly selection list and (b) it has been ranked 75 or below for a consecutive period of two months in the monthly
selection list.  The highest-ranked stock that is not already an index stock will replace it.  Changes will be
implemented on the close of the fifth trading day of the month, and are effective the next trading day.

The Underlying Index is also subject to a “fast entry rule.”  All stocks on the latest selection lists and initial public
offering (IPO) stocks are reviewed for a fast-track addition on a quarterly basis. A stock is added, if (a) it qualifies for
the latest STOXX blue-chip selection list generated end of February, May, August or November and (b) it ranks
within the “lower buffer” on this selection list.

The Underlying Index is also reviewed on an ongoing basis.  Corporate actions (including initial public offerings,
mergers and takeovers, spin-offs, delistings, and bankruptcy) that affect the Underlying Index composition are
immediately reviewed.  Any changes are announced, implemented, and effective in line with the type of corporate
action and the magnitude of the effect.

Calculation of the Underlying Index

The Underlying Index is calculated with the “Laspeyres formula,” which measures the aggregate price changes in the
index stocks against a fixed base quantity weight.  The formula for calculating the Underlying Index value can be
expressed as follows:

Index = free float market capitalization of the index at the
time                                                                                                           
                                  divisor of the index at the time

The “free float market capitalization of the index” is equal to the sum of the products of the closing price, number of
shares, free float factor and the weighting cap factor for each component company as of the time that the Underlying
Index is being calculated.

The divisor of the Underlying Index is adjusted to maintain the continuity of the Underlying Index’s values across
changes due to corporate actions, such as the deletion and addition of stocks, the substitution of stocks, stock
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dividends, and stock splits.
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Historical Performance of the Underlying Asset

The following table sets forth the quarter-end high and low closing prices for the Underlying Asset from the first
quarter of 2010 through the pricing date.

The historical prices of the Underlying Asset are provided for informational purposes only.  You should not take the
historical prices of the Underlying Asset as an indication of its future performance, which may be better or worse than
the prices set forth below.

Closing Prices of the Underlying Asset

High Low
2010 First Quarter $43.10 $35.37

Second Quarter $40.55 $30.01
Third Quarter $37.16 $30.87
Fourth Quarter $40.47 $34.04

2011 First Quarter $41.34 $35.28
Second Quarter $44.03 $37.61
Third Quarter $41.18 $26.49
Fourth Quarter $34.92 $27.24

2012 First Quarter $33.92 $28.59
Second Quarter $32.76 $25.83
Third Quarter $33.41 $25.47
Fourth Quarter $34.79 $30.54

2013 First Quarter $36.40 $32.78
Second Quarter $36.58 $32.44
Third Quarter $39.13 $32.80
Fourth Quarter $42.20 $38.48

2014 First Quarter $42.66 $38.94
Second Quarter (through the pricing date) $45.11 $42.16
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Validity of the Notes

In the opinion of Osler, Hoskin & Harcourt LLP, the issue and sale of the notes has been duly authorized by all
necessary corporate action of the Bank in conformity with the Senior Indenture, and when this pricing supplement has
been attached to, and duly notated on, the master note that represents the notes, the notes will have been validly
executed and issued and, to the extent validity of the notes is a matter governed by the laws of the Province of
Ontario, or the laws of Canada applicable therein, and will be valid obligations of the Bank, subject to the following
limitations (i) the enforceability of the Senior Indenture may be limited by the Canada Deposit Insurance Corporation
Act (Canada), the Winding-up and Restructuring Act (Canada) and bankruptcy, insolvency, reorganization,
receivership, moratorium, arrangement or winding-up laws or other similar laws affecting the enforcement of creditors’
rights generally; (ii) the enforceability of the Senior Indenture may be limited by equitable principles, including the
principle that equitable remedies such as specific performance and injunction may only be granted in the discretion of
a court of competent jurisdiction; (iii) pursuant to the Currency Act (Canada) a judgment by a Canadian court must be
awarded in Canadian currency and that such judgment may be based on a rate of exchange in existence on a day other
than the day of payment; and (iv) the enforceability of the Senior Indenture will be subject to the limitations contained
in the Limitations Act, 2002 (Ontario), and such counsel expresses no opinion as to whether a court may find any
provision of the Senior Debt Indenture to be unenforceable as an attempt to vary or exclude a limitation period under
that Act.  This opinion is given as of the date hereof and is limited to the laws of the Provinces of Ontario and the
federal laws of Canada applicable thereto.  In addition, this opinion is subject to customary assumptions about the
Trustee’s authorization, execution and delivery of the Indenture and the genuineness of signatures and certain factual
matters, all as stated in the letter of such counsel dated October 22, 2012, which has been filed as Exhibit 5.1 to Bank
of Montreal’s Form 6-K filed with the SEC on October 22, 2012.

In the opinion of Morrison & Foerster LLP, when the pricing supplement has been attached to, and duly notated on,
the master note that represents the notes, and the notes have been issued and sold as contemplated by the prospectus
supplement and the prospectus, the notes will be valid, binding and enforceable obligations of Bank of Montreal,
entitled to the benefits of the Indenture, subject to applicable bankruptcy, insolvency and similar laws affecting
creditors’ rights generally, concepts of reasonableness and equitable principles of general applicability (including,
without limitation, concepts of good faith, fair dealing and the lack of bad faith).  This opinion is given as of the date
hereof and is limited to the laws of the State of New York.  This opinion is subject to customary assumptions about
the Trustee’s authorization, execution and delivery of the Indenture and the genuineness of signatures and to such
counsel’s reliance on the Bank and other sources as to certain factual matters, all as stated in the legal opinion dated
October 22, 2012, which has been filed as Exhibit 5.2 to the Bank’s Form 6-K dated October 22, 2012.
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