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Letter to shareholders

Dear Shareholder,

We thank you for your investment in Western
Asset/Claymore Inflation-Linked Securities & Income
Fund. As investment adviser for the Fund, we are pleased
to submit the Fund’s annual shareholder report for the
twelve months ended December 31, 2010.

For the twelve months ended December 31, 2010, the
Fund returned 5.91% based on its net asset value
(“NAV”)i and 7.99% based on its New York Stock
Exchange (“NYSE”) market price per share.The Fund’s
unmanaged benchmarks, the Barclays U.S. Government
Inflation-Linked 1-10 Year Indexi and the Barclays U.S.
Government Inflation-Linked All Maturities Index,
returned 5.19% and 6.33%, respectively, for the same
period. The Barclays World Government Inflation-Linked
All Maturities Indexv and the Fund’s Custom Benchmark
returned 3.95% and 6.55%, respectively, over the same
time frame. All Fund returns cited — whether based on
NAV or market price — assume the reinvestment of all
distributions. Past performance does not guarantee
future results. The market price of the Fund’s shares fluc-
tuates from time to time, and it may be higher or lower
than the Fund’s NAV.

The largest contributor to the Fund’s absolute perform-
ance during the reporting period was our exposure to the
investment grade bond market. The asset class per-
formed well due to generally better-than-expected corpo-
rate profits and overall robust demand. In particular, our
holdings in Citigroup Inc. and Kraft Foods Inc. were bene-
ficial for performance. The Fund’s exposure to high-yield
bonds was also rewarded as the sector was among the
best-performing fixed-income sectors during the report-
ing period given declining default rates and solid
demand from investors looking to generate incremental
yield. Among the Fund’s strongest high-yield holdings
were positions in Motors Liquidation Co. and HCA Inc.

Exposures to Australian inflation-linked bonds and non-
agency mortgage-backed securities were also additive to
performance.

Finally, the Fund’s use of leverage contributed to results
as the leverage amplified the positive performance in the
fixed-income market during the reporting period.

The largest detractor from the Fund’s absolute perform-
ance for the period was our exposure to longer-duration¥
U.S. Treasury Inflation-Protected Securities (“TIPS”)vi. After
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falling during the first nine months of
the year, real yields moved up sharply
in November and December as the mar-
ket's expectations for economic growth
in 2011 were revised upward following
the Fed’s implementation of additional
securities purchases and the administra-
tion’s tax law changes.

A short position in the Japanese yen
was also a drag on results as the yen
appreciated versus most other curren-
cies over the twelve months ended
December 31, 2010.

The Fund employed U.S. Treasury and
Eurodollar futures and options during
the reporting period to manage its yield
curveVii positioning and duration. We
used currency forwards to hedge our
currency exposure. Credit default
swaps were utilized to manage our
exposure to the credit market. Overall,
the use of these derivative instruments
was a negative for performance.

As of December 31, 2010, the Fund’s
market price of $12.82 per share repre-
sented a discount of 2.51% to its NAV of
$13.15 per share. In each month from
January through November of 2010, the
Fund provided its investors with month-
ly distributions of $0.038 per share. In
December 2010, the Fund paid a month-
ly distribution of $0.035 per share.The
most recent dividend represents an
annualized distribution rate of 3.28%
based on the Fund'’s closing market
price of $12.82 on December 31, 2010.

The Fund'’s investment objective is to
provide current income. Capital appre-
ciation, when consistent with current
income, is a secondary objective.
Under normal market conditions and at
the time of purchase, the Fund will
invest:

e At least 80% of its total managed
assets™* in inflation-linked securities

e At least 60% of its total managed
assets in U.S. TIPS

e No more than 40% of its total man-
aged assets in non-U.S. dollar
investments, which gives the Fund
the flexibility to invest up to 40% of
its total managed assets in non-U.S.
dollar inflation-linked securities (no
more than 20% of its non-U.S. dollar
exposure may be unhedged)

Each of the foregoing policies is a non-
fundamental policy that may be
changed without shareholder approval.
The Fund has also adopted the follow-
ing non-fundamental policy, which, to
the extent required by applicable law,
may only be changed after notice to
shareholders: under normal market
conditions, the Fund will invest at least
80% of its total managed assets in
inflation-protected securities and non-
inflation-protected securities and
instruments with the potential to
enhance the Fund’s income. The Fund
will not invest in bonds that are below
investment grade quality at the time of
purchase. Up to 20% of the Fund'’s port-
folio securities may represent corpo-
rate debt securities of investment grade
quality at the time of their purchase
that are not inflation-linked securities.
To the extent permitted by the forego-
ing policies, the Fund may invest in
emerging market debt securities.
Reverse repurchase agreements and
other forms of leverage will not exceed
38% of the Fund’s total managed
assets. The Fund currently expects that
the average effective duration* of its
portfolio will range between zero and
fifteen years, although this target dura-
tion may change from time to time. The
Fund expects to continue its use of
credit default swaps.

Shareholders have the opportunity to
reinvest their dividends from the Fund
through the Dividend Reinvestment Plan
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Letter to shareholders (cont'd)

(“DRIP”), which is described in detail on
page 44 of this report. In general, if
shares are trading at a discount to NAYV,
the DRIP takes advantage of the dis-
count by reinvesting the monthly divi-
dend distribution in common shares of
the Fund purchased in the market at a
price less than NAV. Conversely, when
the market price of the Fund’s common
shares is at a premium above NAYVY, the
DRIP reinvests participants’ dividends in
newly-issued common shares at NAV,
subject to an IRS limitation that the pur-
chase price cannot be more than 5%
below the market price per share. The
DRIP provides a cost-effective means to
accumulate additional shares.

Net asset value (“NAV”) is calculated by subtracting
total liabilities, including liabilities representing
financial leverage (if any) from the closing value of
all securities held by the Fund (plus all other assets)
and dividing the result (total net assets) by the total
number of the common shares outstanding. The NAV
fluctuates with changes in the market prices of
securities in which the Fund has invested. However,
the price at which an investor may buy or sell shares
of the Fund is the Fund’s market price as determined
by supply of and demand for the Fund's shares.

i The Barclays U.S. Government Inflation-Linked 1-10

Year Index measures the performance of the
intermediate U.S. TIPS market.

The Barclays U.S. Government Inflation-Linked All
Maturities Index measures the performance of the
U.S. TIPS market. The Index includes TIPS with one
or more years remaining maturity with total
outstanding issue size of $500 million or more.

The Barclays World Government Inflation-Linked All
Maturities Index measures the performance of the
major government inflation-linked bond markets.
The Custom Benchmark is comprised of 90%
Barclays U.S. Government Inflation-Linked All
Maturities Index and 10% Barclays Capital U.S.
Credit Index. The Barclays Capital U.S. Credit Index

We appreciate your investment and
look forward to serving your invest-
ment needs in the future. For the most
up-to-date information on your invest-
ment, please visit the Fund’s website at
www.guggenheimfunds.com/wia.

Sincerely,

Western Asset Management
Company

January 11, 2011

is an index composed of corporate and non-
corporate debt issues that are investment grade
(rated Baa3/BBB- or higher).

vi Duration is the measure of the price sensitivity of a
fixed-income security to an interest rate change of
100 basis points. Calculation is based on the weighted
average of the present values for all cash flows.

vir J.S. Treasury Inflation-Protected Securities (“TIPS")
are inflation-indexed securities issued by the U.S.
Treasury in five-year, ten-year and twenty-year
maturities. The principal is adjusted to the Consumer
Price Index, the commonly used measure of inflation.
The coupon rate is constant, but generates a
different amount of interest when multiplied by the
inflation-adjusted principal.

viThe yield curve is the graphical depiction of the
relationship between the yield on bonds of the same
credit quality but different maturities.

ix “Total managed assets” equals the total assets of
the Fund (including any assets attributable to
leverage) minus accrued liabilities (other than
liabilities representing leverage).

* Effective duration measures the expected sensitivity of
market price to changes in interest rates, taking into
account the effects of structural complexities. (For
example, some bonds can be prepaid by the issuer.)
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Investment commentary

Economic review

Despite continued headwinds from high
unemployment and issues in the hous-
ing market, the U.S. economy contin-
ued to expand over the twelve months
ended December 31, 2010. Toward the
end of the reporting period, fears
regarding moderating economic growth
were replaced with optimism for a
strengthening economy in 2011. With
investor sentiment improving, U.S.
equities moved sharply higher in the
fourth quarter, while rising interest rates
negatively impacted some sectors of
the fixed-income market. All told, dur-
ing 2010, investors who took on addi-
tional risk in their portfolios were gener-
ally rewarded.

In September 2010, the National Bureau
of Economic Research (“NBER”), the
organization charged with determining
when recessions start and end,
announced that the recession that
began in December 2007 had concluded
in June 2009. However, the NBER said,
“In determining that a trough occurred
in June 2009, the committee did not
conclude that economic conditions
since that month have been favorable or
that the economy has returned to oper-
ating at normal capacity.” The NBER's
point is well-taken given continued
areas of weakness in the U.S. economy.

Although the U.S. Department of
Commerce continued to report positive
U.S. gross domestic product (“GDP")
growth, the expansion has moderated
since peaking at 5.0% in the fourth quar-
ter of 2009. A slower drawdown in busi-
ness inventories and renewed consumer
spending were contributing factors
spurring the economy’s solid growth at
the end of 2009. However, the economy
grew at a more modest pace in 2010.
According to the Commerce
Department, GDP growth was 3.7%,
1.7% and 2.6% during the first, second

and third quarters of 2010, respectively.
The initial estimate for fourth quarter
GDP was a 3.2% expansion.

Turning to the job market, while the
unemployment rate moved lower in
December 2010, it remained elevated
throughout the reporting period. While
384,000 new jobs were created during
the fourth quarter and the unemploy-
ment rate fell from 9.8% in

November to 9.4% in December 2010,
there continued to be some disturbing
trends in the labor market. The unem-
ployment rate has now exceeded 9.0%
for twenty consecutive months, the
longest period since the government
began tracking this data in 1949. In
addition, the U.S. Department of Labor
reported in December that a total of
14.5 million Americans looking for work
have yet to find a job, and 44% of these
individuals have been out of work for
more than six months.

There was mixed news in the housing
market during the period. According to
the National Association of Realtors
(“NAR"), existing-home sales increased
7.0% and 8.0% in March and April,
respectively, after sales had fallen for
the period from December 2009
through February 2010. The rebound
was largely attributed to people rushing
to take advantage of the government'’s
$8,000 tax credit for first-time home
buyers that expired at the end of April.
However, with the end of the tax credit,
existing-home sales then declined from
May through July. Sales then generally
rose from August through the end of
the year. In total, existing-home sales
volume in 2010 was 4.9 million, the low-
est amount since 1997. Looking at home
prices, the NAR reported that the medi-
an existing-home price for all housing
types rose a tepid 0.3% in 2010.The
inventory of unsold homes was an

8.1 month supply in December at the
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Investment commentary (cont’'d)

current sales level, versus a 9.5 month
supply in November.

The manufacturing sector was one area
of the economy that remained relatively
strong during 2010. Based on the
Institute for Supply Management'’s
PMIi, the manufacturing sector has
grown seventeen consecutive months
since it began expanding in

August 2009. After reaching a six-year
peak of 60.4 in April 2010 (a reading
below 50 indicates a contraction,
whereas a reading above 50 indicates
an expansion), PMI data indicated
somewhat more modest growth
through the remainder of the year.
However, in December, the manufactur-
ing sector expanded at its fastest pace
in seven months, with a reading of 57.0
versus 56.6 in November.

Financial market overview

The financial markets experienced sev-
eral periods of volatility during the
reporting period that tested the resolve
of novice and experienced investors
alike. During most of the first four
months of the reporting period, the
financial markets were largely charac-
terized by healthy investor risk appetite
and solid results by stocks and lower-
quality bonds. The market then experi-
enced sharp sell-offs in late April and in
May, and again beginning in mid-
November. During those periods,
investors tended to favor the relative
safety of U.S. Treasury securities.
However, these setbacks proved to be
only temporary and, in each case, risk
aversion was replaced with solid
demand for riskier assets.

Due to signs that certain areas of the
economy were moderating in the sec-
ond half of the reporting period, the
Federal Reserve Board (“Fed”)ii took
further actions to spur the economy. At
its August 10 meeting, the Fed

announced an ongoing program that
calls for using the proceeds from expir-
ing agency debt and agency mortgage-
backed securities to purchase longer-
dated Treasury securities.

In addition, the Fed remained cautious
throughout the reporting period given
pockets of weakness in the economy. At
its meeting in September 2010, the Fed
said, “The Committee will continue to
monitor the economic outlook and
financial developments and is prepared
to provide additional accommodation if
needed to support the economic recov-
ery....” This led to speculation that the
Fed may again move to purchase large
amounts of agency and Treasury securi-
ties in an attempt to avoid a double-dip
recession and ward off deflation.

The Fed then took additional action in
early November. Citing that “the pace
of recovery in output and employment
continues to be slow,” the Fed
announced another round of quantita-
tive easing to help stimulate the econ-
omy, entailing the purchase of

$600 billion of long-term U.S.Treasury
securities by the end of the second
quarter of 2011. This, coupled with the
Fed’s previously announced program
to use the proceeds of expiring securi-
ties to purchase Treasuries, means it
could buy a total of $850 billion to
$900 billion of Treasury securities by
the end of June 2011. At its final meet-
ing of the year in December, the Fed
said it “will regularly review the pace
of its securities purchases and the
overall size of the asset-purchase pro-
gram in light of incoming information
and will adjust the program as needed
to best foster maximum employment
and price stability.”

Fixed-income market review
Continuing the trend that began in the
second quarter of 2009, nearly every
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spread sector (non-Treasury) outper-
formed equal-duration Treasuries dur-
ing most of the first four months of the
reporting period. Over that time,
investor confidence was high given
encouraging economic data, continued
low interest rates, benign inflation and
rebounding corporate profits. Robust
investor appetite was then replaced with
heightened risk aversion toward the end
of April and during the month of May.
This was due to the escalating sover-
eign debt crisis in Europe, uncertainties
regarding new financial reforms in the
U.S. and some worse-than-expected
economic data. Most spread sectors
then produced positive absolute returns
in June and July, as investor demand
for these securities again increased.
There was another bout of risk aversion
in August, given fears that the economy
may slip back into a recession. However,
with the Fed indicating the possibility of
another round of quantitative easing,
most spread sectors rallied in
September and October. The spread
sectors started to weaken again toward
the middle of November as financial
troubles in Ireland resulted in a re-
emergence of the European sovereign
debt crisis. While several spread sectors
regained their footing in December, oth-
ers remained weak given ongoing
uncertainties in Europe and concerns
regarding economic growth in China
and its potential impact on the global
economy.

Both short- and long-term Treasury
yields fluctuated but, overall, moved
lower during the twelve months ended
December 31, 2010. When the period
began, two- and ten-year Treasury yields
were 1.14% and 3.85%, respectively. On
April 5, 2010, two- and ten-year Treasury
yields peaked at 1.18% and 4.01%,
respectively. Subsequent to hitting their
highs for the period, yields largely

declined during much of the next six
months, with two-year Treasuries hitting
their low for the year of 0.33% on
November 4, 2010. Ten-year Treasuries
reached their 2010 trough of 2.41% in
early October.Yields then moved
sharply higher given expectations for
stronger growth in 2011 and the poten-
tial for rising inflation. When the period
ended on December 31, 2010, two-year
Treasury yields were 0.61% and ten-year
Treasury yields were 3.30%. For the
twelve months ended December 31,
2010, the Barclays Capital U.S.
Aggregate Index returned 6.54%.

Inflation generally remained well-
contained during the reporting period.
For the twelve months ended
December 31, 2010, the seasonally
unadjusted rate of inflation, as meas-
ured by the Consumer Price Index for
All Urban Consumers (“CPI-U” )Y, was
1.5%.The CPI-U less food and energy
was 0.8% over the same time frame.
Despite tepid inflation, the price of gold,
which is often a signal of rising prices,
reached an all-time high of $1,421 an
ounce in November 2010. Inflation-pro-
tected securities generated solid results
during the twelve months ended
December 31, 2010, with the Barclays
U.S. Government Inflation-Linked All
Maturities Index"i returning 6.33%.

As always, thank you for your confi-
dence in our stewardship of your
assets.

Sincerely,

Western Asset Management
Company

January 28, 2011

All investments are subject to risk including the pos-
sible loss of principal. Past performance is no guar-
antee of future results. All index performance
reflects no deduction for fees, expenses or taxes.
Please note that an investor cannot invest directly in
an index.
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Investment commentary (cont’'d)

Gross domestic product (“GDP”) is the market value
of all final goods and services produced within a
country in a given period of time.

i The Institute for Supply Management's PMl is based

on a survey of purchasing executives who buy the
raw materials for manufacturing at more than 350
companies. It offers an early reading on the health of
the manufacturing sector.

The Federal Reserve Board (“Fed”) is responsible for
the formulation of policies designed to promote
economic growth, full employment, stable prices and
a sustainable pattern of international trade and
payments.

Duration is the measure of the price sensitivity of a
fixed-income security to an interest rate change of
100 basis points. Calculation is based on the
weighted average of the present values for all cash
flows.

The Barclays Capital U.S. Aggregate Index is a
broad-based bond index comprised of government,

corporate, mortgage- and asset-backed issues,
rated investment grade or higher, and having at least
one year to maturity.

Vi The Consumer Price Index for All Urban Consumers
(“"CPI-U") is a measure of the average change in
prices over time of goods and services purchased by
households, which covers approximately 87% of the
total population and includes, in addition to wage
earners and clerical worker households, groups
such as professional, managerial and technical
workers, the self-employed, short-term workers, the
unemployed and retirees and others not in the labor
force.

Vi The Barclays U.S. Government Inflation-Linked All
Maturities Index measures the performance of the
U.S. TIPS market. The Index includes TIPS with one
or more years remaining maturity with total
outstanding issue size of $500 million or more.
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Fund overview

Q. What is the Fund’s investment
strategy?

A.The Fund’s investment objective is
to provide current income. Capital
appreciation, when consistent with cur-
rent income, is a secondary investment
objective. Under normal market condi-
tions and at the time of purchase, the
Fund will invest at least 80% of its total
assets in inflation-linked securities and
at least 60% of its total managed
assets' in U.S. Treasury Inflation-
Protected Securities (“TIPS”)i. The
Fund may also invest up to 40% of its
total managed assets in non-U.S. dol-
lar investments, which gives the Fund
flexibility to invest up to 40% of its
total managed assets in non-U.S. dol-
lar inflation-linked securities (no more
than 20% of its non-U.S. dollar expo-
sure may be unhedged). The Fund will
not invest in bonds that are below
investment grade quality at the time of
purchase. The Fund currently expects
that the average effective durationii of
its portfolio will range between zero
and fifteen years, although this target
duration may change from time to
time.There can be no assurance that
the Fund will achieve its investment
objectives.

At Western Asset Management
Company (“Western Asset”), the
Fund’s investment adviser, we utilize a
fixed-income team approach, with
decisions derived from interaction
among various investment manage-
ment sector specialists. The sector
teams are comprised of Western
Asset’s senior portfolio managers,
research analysts and an in-house
economist. Under this team approach,
management of client fixed-income
portfolios will reflect a consensus of
interdisciplinary views within the
Western Asset organization.

Q. What were the overall market
conditions during the Fund’s
reporting period?

A. During the twelve months ended
December 31, 2010, the riskier seg-
ments of the fixed-income market pro-
duced strong results and outper-
formed U.S.Treasuries. This was due,
in part, to improving economic condi-
tions following the lengthy downturn
from mid-2008 through mid-2009. Also
supporting the spread sectors (non-
U.S.Treasuries) was overall solid
demand from investors seeking incre-
mental yields given the low rates
available from short-term fixed-
income securities.

The spread sectors rallied during most
of the reporting period, with notable
exceptions being in late April and

May 2010, as well as August and
November 2010. Starting toward the
end of April, there was a “flight to
quality,” triggered by concerns regard-
ing the escalating sovereign debt crisis
in Europe. In addition, investor senti-
ment was negatively impacted by
uncertainties surrounding financial
reform legislation in the U.S. and signs
that economic growth was moderating.
Collectively, this caused investors to
flock to the relative safety of Treasury
securities, driving their yields lower
and prices higher.

Robust investor risk appetite largely
resumed during June and July, and
again in September and October.
These turnarounds occurred as the sit-
uation in Europe appeared to stabilize,
the financial reform bill was signed
into law and the Federal Reserve
Board (“Fed”)" continued to indicate
that it would keep short-term rates low
for an extended period. Investor risk
aversion briefly returned in

November when fears regarding the
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Fund overview (cont’d)

European debt crisis re-emerged.
However, investor sentiment improved
in December, given expectations for
strengthening economic conditions in
2011.

The yields on two- and ten-year
Treasuries began the fiscal year at
1.14% and 3.85%, respectively. Treasury
yields fluctuated during the twelve-
month reporting period given mixed
signals regarding the economy and
uncertainties regarding Fed monetary
policy. Yields moved sharply lower in
October 2010 in anticipation of addi-
tional quantitative easing (“QE2") by
the Fed.Yields then reversed course
toward the end of the period as certain
economic data were stronger than
expected and there were concerns
regarding future inflation. During the
fiscal year, two-year Treasury yields
moved as high as 1.18% and as low as
0.33%, while ten-year Treasuries rose
as high as 4.01% and fell as low as
2.41%. On December 31, 2010, yields
on two- and ten-year Treasuries were
0.61% and 3.30%, respectively. All told,
the Barclays Capital U.S. Aggregate
Index” returned 6.54% for the twelve
months ended December 31, 2010.

When the reporting period began in
January 2010, there continued to be
concerns regarding future inflation
given signs of improving economic
conditions in many regions of the
world. However, fears of inflation were
then replaced with fears of deflation
as economic data pointed to a slow-
down in developed country growth.
There was another turnaround in the
expectations for inflation during the
latter portion of the period, given the
prospect for additional quantitative
easing in a number of developed
countries, including the U.S. and
Japan.This was evident by the solid

performance of many inflation-linked
bonds, as well as rising oil prices and
record-high gold prices. Even though
inflation, as measured by the
Consumer Price Index for All Urban
Consumers (“CPI-U")¥ was a relatively
tepid 1.5% during the twelve-month
period ended December 31, 2010,
inflation-protected securities produced
solid results. Over the reporting peri-
od, the Barclays U.S. Government
Inflation-Linked All Maturities Indexi
gained 6.33%.

Q. How did we respond to these
changing market conditions?

A. A number of adjustments were
made to the Fund during the reporting
period. We used leverage to increase
our exposure to U.S. TIPS. We reduced
the portfolio’s allocation to high-yield
bonds and non-U.S. dollar securities,
while increasing our exposure to
investment grade bonds.

The Fund employed U.S.Treasury and
Eurodollar futures and options during
the reporting period to manage its yield
curve'ii positioning and durationx. We
used currency forwards to hedge our
currency exposure. Credit default
swaps were utilized to manage our
exposure to the credit market. Overall,
the use of these derivative instruments
was a negative for performance.

Performance review

For the twelve months ended
December 31, 2010, Western
Asset/Claymore Inflation-Linked
Securities & Income Fund returned
5.91% based on its net asset value
(“NAV")x and 7.99% based on its New
York Stock Exchange (“NYSE”) market
price per share.The Fund’s unmanaged
benchmarks, the Barclays U.S.
Government Inflation-Linked 1-10 Year
Index* and the Barclays U.S.
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Government Inflation-Linked All
Maturities Index, returned 5.19% and
6.33%, respectively, over the same
time frame. The Barclays World
Government Inflation-Linked All
Maturities Index*i and the Fund’s
Custom Benchmarkxi returned 3.95%
and 6.55%, respectively, for the same
period.

During the twelve-month period, the
Fund made distributions to sharehold-
ers totaling $0.45 per share, which
included a return of capital of $0.09 per
share. The performance table shows
the Fund’s twelve-month total return
based on its NAV and market price as
of December 31, 2010. Past performance
is no guarantee of future results.

Performance Snapshot as of December 31, 2010

12-Month
Price Per Share Total Return*®
$13.15 (NAV) 5.91%
$12.82 (Market Price) 7.99%

All figures represent past performance
and are not a guarantee of future
results.

* Total returns are based on changes in
NAV or market price, respectively. Total
returns assume the reinvestment of all
distributions in additional shares.

Q. What were the leading
contributors to performance?

A.The largest contributor to the
Fund’s absolute performance during
the reporting period was our exposure
to the investment grade bond market.
The asset class performed well due to
generally better-than-expected corpo-
rate profits and overall robust
demand. In particular, our holdings in
Citigroup Inc. and Kraft Foods Inc. were
beneficial for performance. The Fund’s
exposure to high-yield bonds was also
rewarded as the sector was among the

best-performing fixed-income sectors
during the reporting period given
declining default rates and solid
demand from investors looking to
generate incremental yield. Among the
Fund'’s strongest high-yield holdings
were positions in Motors Liquidation Co.
and HCA Inc.

An exposure to Australian inflation-
linked bonds also enhanced results.
These securities performed well as
Australia’s economy strengthened,
triggering rising inflation expectations.

Elsewhere, an exposure to non-agency
mortgage-backed securities was a posi-
tive for performance. The combination
of the government’s aggressive pro-
grams to aid the housing market and
signs that housing prices appeared to
be stabilizing helped these securities
generate strong results. In addition,
the sector was supported by ongoing
demand from asset managers partici-
pating in the Public-Private Investment
Program (“PPIP").

Finally, the Fund’s use of leverage con-
tributed to results as the leverage
amplified the positive performance in
the fixed-income market during the
reporting period.

Q. What were the leading detractors
from performance?

A.The largest detractor from the
Fund’s absolute performance for the
period was our exposure to longer-
duration U.S. TIPS. After falling during
the first nine months of the year, real
yields moved up sharply in
November and December as the mar-
ket’'s expectations for economic
growth in 2011 were revised upward
following the Fed’s implementation of
additional securities purchases and the
administration’s tax law changes.
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Fund overview (cont’d)

A short position in the Japanese yen
was also a drag on results as the yen
appreciated versus most other curren-
cies over the twelve months ended
December 31, 2010.

Thank you for your investment in
Western Asset/Claymore Inflation-
Linked Securities & Income Fund. As
always, we appreciate that you have
chosen us to manage your assets and
we remain focused on achieving the
Fund’s investment goals.

Sincerely,

Western Asset Management
Company

January 18, 2011

RISKS: Bonds are subject to a variety of
risks, including interest rate, credit and
inflation risks. As interest rates rise, bond
prices fall, reducing the value of a fixed-
income investment’s price. The Fund is
subject to the additional risks associated
with inflation-protected securities,
including liquidity risk, prepayment risk,
extension risk and deflation risk.
Investments in foreign companies,
including emerging markets, involve risks
beyond those inherent solely in domestic
investments. Leverage may cause a fund
to be more volatile than if the fund had
not been leveraged, which may increase
the risk of investment loss. To the extent
that the Fund invests in asset-backed,
mortgage-backed or mortgage-related
securities, its exposure to prepayment
and extension risks may be greater than

investments in other fixed-income
securities. International investments are
subject to currency fluctuations, as well
as social, economic and political risk.
These risks are magnified in emerging
markets.

Portfolio holdings and breakdowns are as of
December 31,2010 and are subject to change
and may not be representative of the portfolio
managers’ current or future investments.
Please refer to pages 9 through 12 for a list
and percentage breakdown of the Fund's
holdings.

The mention of sector breakdowns is for
informational purposes only and should not be
construed as a recommendation to purchase
or sell any securities. The information
provided regarding such sectors is not a
sufficient basis upon which to make an
investment decision. Investors seeking
financial advice regarding the
appropriateness of investing in any securities
or investment strategies discussed should
consult their financial professional. The Fund's
top five sector holdings (as a percentage of
net assets) as of December 31, 2010 were: U.S.
Treasury Inflation Protected Securities
(97.8%), Corporate Bonds & Notes (3.2%),
Non-U.S. Treasury Inflation Protected Security
(2.9%), Collateralized Mortgage Obligations
(2.3%) and Asset-Backed Securities (0.7%).
The Fund'’s portfolio composition is subject to
change at any time.

All investments are subject to risk including the
possible loss of principal. Past performance is no
guarantee of future results. All index performance
reflects no deduction for fees, expenses or taxes.
Please note that an investor cannot invest directly in
an index.

The information provided is not intended to be a
forecast of future events, a guarantee of future
results or investment advice. Views expressed may
differ from those of the firm as a whole.
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i “Total managed assets” equals the total assets of
the Fund (including any assets attributable to
leverage) minus accrued liabilities (other than
liabilities representing leverage).

i U.S. Treasury Inflation-Protected Securities (“TIPS”)
are inflation-indexed securities issued by the U.S.
Treasury in five-year, ten-year and twenty-year
maturities. The principal is adjusted to the Consumer
Price Index, the commonly used measure of inflation.
The coupon rate is constant, but generates a
different amount of interest when multiplied by the
inflation-adjusted principal.

Effective duration measures the expected sensitivity
of market price to changes in interest rates, taking
into account the effects of structural complexities.
(For example, some bonds can be prepaid by the
issuer.)

The Federal Reserve Board (“Fed”) is responsible for
the formulation of policies designed to promote
economic growth, full employment, stable prices and
a sustainable pattern of international trade and
payments.

The Barclays Capital U.S. Aggregate Index is a
broad-based bond index comprised of government,
corporate, mortgage- and asset-backed issues,
rated investment grade or higher, and having at least
one year to maturity.

The Consumer Price Index for All Urban Consumers
(“CPI-U") is a measure of the average change in
prices over time of goods and services purchased by
households, which covers approximately 87% of the
total population and includes, in addition to wage
earners and clerical worker households, groups
such as professional, managerial and technical
workers, the self-employed, short-term workers, the
unemployed and retirees and others not in the labor
force.

=

<

<

Vi The Barclays U.S. Government Inflation-Linked All
Maturities Index measures the performance of the
U.S. TIPS market. The Index includes TIPS with one
or more years remaining maturity with total
outstanding issue size of $500 million or more.

viiThe yield curve is the graphical depiction of the
relationship between the yield on bonds of the same
credit quality but different maturities.

x Duration is the measure of the price sensitivity of a
fixed-income security to an interest rate change of
100 basis points. Calculation is based on the
weighted average of the present values for all cash
flows.

* Net asset value (“NAV”) is calculated by subtracting
total liabilities and outstanding preferred stock (if
any) from the closing value of all securities held by
the Fund (plus all other assets) and dividing the
result (total net assets) by the total number of the
common shares outstanding. The NAV fluctuates
with changes in the market prices of securities in
which the Fund has invested. However, the price at
which an investor may buy or sell shares of the Fund
is the Fund’s market price as determined by supply
of and demand for the Fund's shares.

% The Barclays U.S. Government Inflation-Linked 1-10
Year Index measures the performance of the
intermediate U.S. TIPS market.

xi The Barclays World Government Inflation-Linked All
Maturities Index measures the performance of the
major government inflation-linked bond markets.

xiThe Custom Benchmark is comprised of 90%
Barclays U.S. Government Inflation-Linked All
Maturities Index and 10% Barclays Capital U.S.
Credit Index. The Barclays Capital U.S. Credit Index
is an index composed of corporate and non-
corporate debt issues that are investment grade
(rated Baa3/BBB- or higher).
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Fund at a glance' (unaudited)

Investment breakdown (%) as a percent of total investments
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t The bar graph above represents the composition of the Fund’s investments as of December 31, 2010 and does
notinclude derivatives such as futures contracts and swaps. The Fund is actively managed. As a result, the
composition of the Fund's investments is subject to change at any time.
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Spread duration

Economic Exposure — December 31, 2010
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Spread duration measures the sensitivity to changes in spreads. The spread over Treasuries is the annual risk-
premium demanded by investors to hold non-Treasury securities. Spread duration is quantified as the % change
in price resulting from a 100 basis points change in spreads. For a security with positive spread duration, an
increase in spreads would result in a price decline and a decline in spreads would result in a price increase.
This chart highlights the market sector exposure of the Fund’s sectors relative to the selected benchmark
sectors as of the end of the reporting period.

ABS — Asset Backed Securities

BCGIMI — Barclays U.S. Government Inflation-Linked All Maturities Index
HY — High Yield

IG Credit — Investment Grade Credit

MBS — Mortgage Backed Securities

Non-$ — Non U.S. dollar

TIPS — U.S. Treasury Inflation-Protected Securities

WIA — Western Asset/Claymore Inflation-Linked Securities & Income Fund
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Effective duration

Interest Rate Exposure — December 31, 2010
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Effective duration measures the sensitivity to changes in relevant interest rates. Effective duration is
quantified as the % change in price resulting from a 100 basis points change in interest rates. For a security
with positive effective duration, an increase in interest rates would resultin a price decline and a decline in
interest rates would result in a price increase. This chart highlights the interest rate exposure of the Fund's
sectors relative to the selected benchmark sectors as of the end of the reporting period.

ABS — Asset Backed Securities

BCGIMI — Barclays U.S. Government Inflation-Linked All Maturities Index
HY — High Yield

IG Credit — Investment Grade Credit

MBS — Mortgage Backed Securities

Non-$ — Non U.S. dollar

TIPS — U.S. Treasury Inflation-Protected Securities

WIA — Western Asset/Claymore Inflation-Linked Securities & Income Fund



Western Asset/Claymore Inflation-Linked Securities & Income Fund 2010 Annual Report | 9

Schedule of investments
December 31, 2010

Western Asset/Claymore Inflation-Linked Securities & Income Fund

Maturity Face

Security Rate Date Amountt Value

U.S. Treasury Inflation Protected Securities — 97.8%
U.S. Treasury Bonds, Inflation Indexed 1.875% 7/15/13 40,724,334 $ 43,425,498
U.S. Treasury Bonds, Inflation Indexed 2.375% 1/15/25 8,121,680 9,037,903
U.S. Treasury Bonds, Inflation Indexed 2.000% 1/15/26 75,215,694 79,863,798
U.S. Treasury Bonds, Inflation Indexed 1.750% 1/15/28 24,689,181 25,132,821
U.S. Treasury Bonds, Inflation Indexed 2.500% 1/15/29 3,473,562 3,941,410
U.S. Treasury Bonds, Inflation Indexed 3.875% 4/15/29 7,383,498 9,902,541
U.S. Treasury Bonds, Inflation Indexed 2125% 2/15/40 11,686,983 12,369,947
U.S. Treasury Notes, Inflation Indexed 2.375%  4/15/11 21,089,409  21,277,231™
U.S. Treasury Notes, Inflation Indexed 0.625% 4/1513 9995299 10,297,496
U.S. Treasury Notes, Inflation Indexed 2.000% 1/15114 37,923,185  40,714,104"
U.S. Treasury Notes, Inflation Indexed 1.250%  4/15/14 8,618,556 9,063,627
U.S. Treasury Notes, Inflation Indexed 2.000% 7/1514 4,803,394 5,191,791
U.S. Treasury Notes, Inflation Indexed 1.625% 1/15/15 11,568,237 12,335,535
U.S. Treasury Notes, Inflation Indexed 0.500% 4/15/15 11,706,488 11,966,231
U.S. Treasury Notes, Inflation Indexed 1.875% 7/15/15 1,467,316 1,589,515
U.S. Treasury Notes, Inflation Indexed 2.000% 1/15/16 7,768,395 8,459,052
U.S. Treasury Notes, Inflation Indexed 2.3715% 1/1517 14575546 16,242,624
U.S. Treasury Notes, Inflation Indexed 1.625% 1/15/18 15,398,115 16,477,184
U.S. Treasury Notes, Inflation Indexed 1.375% 7/15/18 8,772,830 9,245,054
U.S. Treasury Notes, Inflation Indexed 2.125% 1/15/19 2,852,192 3,156,127
U.S. Treasury Notes, Inflation Indexed 1.250% 7/15/20 24,659,590 25,249,102
Total U.S. Treasury Inflation Protected Securities
(Cost — $352,263,785) 374,938,591

Asset-Backed Securities — 0.7%
Ameriquest Mortgage Securities Inc.,
2005-R11 A2D 0.591%  1/25/36 50,000 39,339
Amresco Residential Securities Mortgage
Loan Trust, 1997-3 M1A 0.816% 9/25/27 2,616 2,154
Asset Backed Funding Certificates, 2004-0PT2M1  1.086%  8/25/33 40,000 33,261
Bayview Financial Asset Trust, 2007-SR1A A 0.711%  3/25/37 575,574 433,120 cld)
Countrywide Asset-Backed Certificates, 2002-4 A1 1.001%  2/25/33 2,619 2,374
Countrywide Home Equity Loan Trust, 2007-GW A 0.810%  8/15/37 956,623 734,754
EMC Mortgage Loan Trust, 2004-C A1 0.811%  3/25/31 36,529 30,694 (el
Novastar Home Equity Loan, 2003-2 A1 0.871% 9/25/33 1,143,695 1,008,429t
SLC Student Loan Trust, 2008-1 A4A 1.902% 12/15/32 100,000 103,470
Structured Asset Securities Corp., 2002-AL1 A3 3450%  2/25/32 302,268 287,884
Total Asset-Backed Securities (Cost — $1,613,677) 2,675,479

Collateralized Mortgage Obligations — 2.3%

Banc of America Mortgage Securities, 2003-D 2.958%  5/25/33 76,301 73,917
Banc of America Mortgage Securities, 2005-F2A2  2.945%  7/25/35 133,292 114,186

See Notes to Financial Statements.
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Schedule of investments (cont’'d)
December 31, 2010

Western Asset/Claymore Inflation-Linked Securities & Income Fund

Maturity Face
Security Rate Date Amountt Value
Collateralized Mortgage Obligations — continued
Bear Stearns Adjustable Rate Mortgage Trust,
2004-9 24A1 5.393% 11/25/34 191,315  $ 1904146
Chase Mortgage Finance Corp., 2007-A1 2A3 2.891%  2/25/37 49,298 47,660
Countrywide Alternative Loan Trust, 2004-2 CB 4.250% 3/25/34 16,121 16,126
Countrywide Alternative Loan Trust, 2004-J1 6.000% 2/25/34 12,466 12,649
Countrywide Home Loan Mortgage Pass-Through
Trust, 2003-56 6A1 3.150% 12/25/33 584,397 520,536
Countrywide Home Loan Mortgage Pass-Through
Trust, 2005-9 1A1 0.561%  5/25/35 189,064 122,964
Countrywide Home Loans, 2005-R2 1AF1 0.601%  6/25/35 635,788 546,405 (cld
Countrywide Home Loans, 2005-R3 AF 0.661% 9/25/35 1,191,739 1,018,439 (cld
CS First Boston Mortgage Securities Corp.,
2004-AR6 2A1 2791% 10/25/34 48,256 45,4201
GSR Mortgage Loan Trust, 2004-11 1A1 3.075% 9/25/34 310,696 250,971
Indymac Inda Mortgage Loan Trust, 2007-AR7 1A1 5.944% 11/25/37 208,949 167,910()
JPMorgan Mortgage Trust, 2003-A1 1A1 2.344% 10/25/33 86,649 85,726
JPMorgan Mortgage Trust, 2004-A1 1A1 4754%  2/25/34 38,465 38,633
JPMorgan Mortgage Trust, 2006-A2 5A1 2970% 11/25/33 18,437 18,3231
MASTR Adjustable Rate Mortgages Trust,
2004-13 3A7 28%99% 11/21/34 350,000 324,835
Merrill Lynch Mortgage Investors Inc., 2003-H A3 2.105% 1/25/29 12,086 11,629
Merrill Lynch Mortgage Investors Trust, 2004-A12A1 2.892%  2/25/34 36,603 34,8310
Morgan Stanley Capital |, 2004-RR2 X 0.849% 10/28/33 871,960 8,580 (cldielt)
Residential Asset Mortgage Products Inc.,
2004-SL2 A4 8.500% 10/25/31 18,541 18,704
Residential Asset Mortgage Products Inc.,
2004-SL4 A5 7.500%  7/25/32 148,382 147,678
Sequoia Mortgage Trust, 2003-8 A1 0.901%  1/20/34 36,715 324310
Structured Adjustable Rate Mortgage Loan Trust,
2005-3XS A3 0.631% 1/25/35 491,904 483,072
Thornburg Mortgage Securities Trust, 2007-4 2A1 6.190%  9/25/37 296,680 276,259
WaMu Mortgage Pass-Through Certificates,
2003-AR8 A 2.716% 8/25/33 35,496 35,763
WaMu Mortgage Pass-Through Certificates,
2005-AR3 A2 2725%  3/25/35 3,423,605 3,206,829
WaMu Mortgage Pass-Through Certificates,
2007-HY1 1A1 5.488%  2/25/37 387,252 282,395
Washington Mutual Inc., MSC Pass-Through
Certificates, 2004-RA1 2A 7.000% 3/25/34 52,374 54,467
Washington Mutual Inc., Pass-Through Certificates,
2003-AR10 A7 2621% 10/25/33 123,688 119,459

See Notes to Financial Statements.
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Western Asset/Claymore Inflation-Linked Securities & Income Fund

Security

Maturity
Rate Date

Face
Amountt Value

Collateralized Mortgage Obligations — continued

Washington Mutual MSC Mortgage Pass-Through

Certificates, 2002-MS12 B2

6.500%  5/25/32

550,986 $ 436,766

Total Collateralized Mortgage Obligations (Cost — $6,232,514)

8,743,977

Corporate Bonds & Notes — 3.2%

Consumer Discretionary — 0.5%

Automobiles — 0.5%

Motors Liquidation Co., Senior Notes 8.375% 7/15/33 5,225,000 1,867,937
Consumer Staples — 0.6%

Beverages — 0.2%

Anheuser-Busch InBev Worldwide Inc.,

Senior Notes 3625%  4/15/15 680,000 701,880

Food Products — 0.4%

Kraft Foods Inc., Senior Notes 4125%  2/9/16 1,650,000 1,732,038

Total Consumer Staples 2433918
Energy — 0.1%

0il, Gas & Consumable Fuels — 0.1%

Gazprom, Loan Participation Notes, Senior Notes 6.510% 3/7/22 190,000 193,800 ¢
Financials — 1.7%

Capital Markets — 0.4%

Goldman Sachs Group Inc., Senior Notes 4750% 7/15/13 1,330,000 1,416,815

Kaupthing Bank HF, Subordinated Notes 7.125%  5/19/16 2,060,000 (0 (delfigin)

Total Capital Markets 1,416,815

Commercial Banks — 0.0%

Glitnir Banki HF, Subordinated Notes 6.693% 6/15/16 1,240,000 ldeligiin

Diversified Financial Services — 1.1%

Bank of America Corp., Senior Notes 4500% 4/115 940,000 955,355

Citigroup Inc., Senior Notes 6.010% 1/15/15 2,070,000 2,270,844

UFJ Finance Aruba AEC 6.750% 7/1513 1,025,000 1,142,981

Total Diversified Financial Services 4,369,180

Insurance — 0.2%

Berkshire Hathaway Inc., Senior Notes 3200% 2/11/15 830,000 856,460

Total Financials 6,642,455
Health Care — 0.3%

Health Care Providers & Services — 0.3%

HCA Inc., Senior Notes 5.750% 3/15/14 1,000,000 985,000

Total Corporate Bonds & Notes (Cost — $16,938,708) 12,123,110
Non-U.S. Treasury Inflation Protected Securities — 2.9%

Australia — 2.9%

Australia Government, Bonds 4.000%  8/20/20 3,780,000~ 6,253,864

Australia Government, Bonds 3.075% 9/20/25 4,270,0004%° 4,659,140

Total Non-U.S. Treasury Inflation Protected Securities

(Cost — $9,721,439)

10,913,004

See Notes to Financial Statements.
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Schedule of investments (cont’'d)
December 31, 2010

Western Asset/Claymore Inflation-Linked Securities & Income Fund

Maturity Face
Security Rate Date Amountt Value
Sovereign Bonds — 0.5%
Russia — 0.5%
Russian Foreign Bond-Eurobond, Senior Bonds
(Cost— $1,619,072) 7.500% 3/31/30 1,664,700 $ 1,925,226
Expiration
Date Contracts
Purchased Options — 0.0%
U.S. Dollar/Euro, Call @ $1.33 (Cost — $212,121) 1/511 15,540,000 41,4921
Total Investments before Short-Term Investments
(Cost — $388,601,316) 411,360,879
Maturity Face
Date Amountt
Short-Term Investments — 0.6%
Repurchase Agreements — 0.6%
Banc of America repurchase
agreement dated 12/31/10; Proceeds at
maturity — $2,441,018; (Fully collateralized
by U.S. government obligations, 4.375%
due 11/15/39 value — $2,489,820)
(Cost — $2,441,000) 0.090%  1/3/11 2,441,000 2,441,000
Total Investments — 108.0% (Cost — $391,042,316#) 413,801,879
Liabilities in Excess of Other Assets — (8.0)% (30,558,016)
Total Net Assets — 100.0% $383,243,863

1 Face amount denominated in U.S. dollars, unless otherwise noted.
la All or a portion of this security is held at the broker as collateral for open futures contracts.

b All or a portion of this security is held by the counterparty as collateral for open reverse repurchase
agreements.

l© Variable rate security. Interest rate disclosed is as of the most recent information available.

@ Security is exempt from registration under Rule 144A of the Securities Act of 1933. This security may
be resold in transactions that are exempt from registration, normally to qualified institutional buyers.
This security has been deemed liquid pursuant to guidelines approved by the Board of Trustees, unless
otherwise noted.

) Illiquid security.

i Security is valued in good faith at fair value in accordance with procedures approved by the Board of
Trustees (See Note 1).

(9 Securities are in default as of December 31, 2010.
i Value is less than $1.
# Aggregate cost for federal income tax purposes is $392,077,423.

Abbreviation used in this schedule:
AUD — Australian Dollar

See Notes to Financial Statements.
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Statement of assets and liabilities
December 31, 2010

Assets:
Investments, at value (Cost — $391,042,316) $413,801,879
Foreign currency, at value (Cost — $2,183,520) 2,296,692
Cash 800
Interest receivable 3,009,297
Unrealized appreciation on forward foreign currency contracts 161,593
Unrealized appreciation on swaps 65,356
Receivable for open swap contracts 27,181
Receivable from broker — variation margin on open futures contracts 8,100
Prepaid expenses 5,121
Total Assets 419,376,625
Liabilities:
Payable for open reverse repurchase agreement 35,043,036
Unrealized depreciation on forward foreign currency contracts 725,540
Investment advisory fee payable 142,383
Servicing agent fees payable 53,394
Trustees’ fees payable 22,500
Administration fee payable 8,493
Interest payable 4,361
Accrued expenses 133,055
Total Liabilities 36,132,762
Total Net Assets $383,243,863
Net Assets:
Common shares, no par value, unlimited number of shares
authorized, 29,152,821 shares issued and outstanding (Note 5) 402,876,426
Overdistributed net investment income (754,345)
Accumulated net realized loss on investments, futures contracts,
written options, swap contracts and foreign currency transactions (41,247,960)
Net unrealized appreciation on investments, futures contracts,
swap contracts and foreign currencies 22,369,742
Total Net Assets $383,243,863
Shares Qutstanding 29,152,821
Net Asset Value $13.15

See Notes to Financial Statements.
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Statement of operations
For the Year Ended December 31, 2010

Investment Income:

Interest $12,515,034
Expenses:
Investment management fee (Note 2) 1,663,098
Servicing agent fees (Note 2) 623,662
Administrative fees (Note 2) 100,000
Interest expense (Note 3) 90,014
Trustees’ fees 89,000
Legal fees 87,581
Transfer agent fees 61,098
Shareholder reports 59,179
Custody fees 52,414
Audit and tax 35,595
Stock exchange listing fees 23,090
Insurance 4,815
Miscellaneous expenses 110
Total Expenses 2,889,656
Less: Compensating balance arrangements (Note 1) (755)
Net Expenses 2,888,901
Net Investment Income 9,626,133
Realized and Unrealized Gain (Loss) on Investments, Futures Contracts,
Written Options, Swap Contracts and Foreign Currency Transactions (Notes 1, 3 and 4):
Net Realized Gain (Loss) From:
Investment transactions (3,201,380)
Futures contracts (580,070)
Written options 175,720
Swap contracts 96,319
Foreign currency transactions (1,514,237)
Net Realized Loss (5,023,648)
Change in Net Unrealized Appreciation (Depreciation) From:
Investments 17,344,543
Futures contracts 156,193
Swap contracts 324,798
Foreign currencies (505,007)
Change in Net Unrealized Appreciation (Depreciation) 17,320,527
Net Gain on Investments, Futures Contracts, Written Options,
Swap Contracts and Foreign Currency Transactions 12,296,879
Increase in Net Assets from Operations $21,923,012

See Notes to Financial Statements.
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Statements of changes in net assets

For the Years Ended December 31, 2010 2009
Operations:
Net investment income $ 9626133 $ 10,276,219
Net realized loss (5,023,648) (6,320,698)
Change in net unrealized appreciation (depreciation) 17,320,527 49,765,126
Increase in Net Assets From Operations 21,923,012 53720647
Distributions to Shareholders From (Note 1):
Net investment income (10,444,127) (10,901,459)
Return of capital (2,762,101) (2,858,672)
Decrease in Net Assets From Distributions to Shareholders (13,206,228) (13,760,131)
Increase in Net Assets 8716,784 39,960,516
Net Assets:
Beginning of year 374,521,079 334,566,563
End of year* $383,243,863  $374,527,079
* Includes overdistributed net investment income of: $(754,345) $(706,324)

See Notes to Financial Statements.
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Statement of cash flows
For theYear Ended December 31, 2010

Cash Flows Provided (Used) by Operating Activities:

Interest and dividends received $ 9677227
Operating expenses paid (2,841,591)
Interest paid (85,653)
Net sales and maturities of short-term investments 6,511,000
Realized loss on futures contracts (580,070)
Realized loss on options (368,756)
Realized gain on swap contracts 96,319
Realized loss on foreign currency transactions (1,514,237)
Net change in unrealized appreciation on futures contracts 156,193
Net change in unrealized depreciation on foreign currencies (505,007)
Purchases of long-term investments (207,425,845)
Proceeds from disposition of long-term investments 176,509,206
Change in receivable/payable to broker — variation margin (70,766)
Change in receivable/payable for open forward currency contracts 619,384
Cash deposits with brokers for futures contracts 135,601
Net Cash Used By Operating Activities (19,686,995)
Cash Flows Provided (Used) by Financing Activities:
Cash distributions paid on Common Stock (13,206,228)
Proceeds from reverse repurchase agreements 35,043,036
Net Cash Provided By Financing Activities 21,836,808
Net Increase in Cash 2,149,813
Cash, Beginning of year 147,679
Cash, End of year $ 2297492
Reconciliation of Increase in Net Assets from Operations to Net Cash
Flows Provided (Used) by Operating Activities:
Increase in Net Assets From Operations $ 21,923,012
Accretion of discount on investments (5,132,025)
Amortization of premium on investments 2,281,443
Increase in investments, at value (39,409,287)
Decrease in interest and dividends receivable 12,775
Increase in payable for open forward currency contracts 619,384
Decrease in payable to broker — variation margin (79,555)
Decrease in cash deposits with brokers for futures contracts 135,601
Increase in prepaid expenses (5,727)
Increase in interest payable 4,361
Decrease in accrued expenses (36,977)
Total Adjustments (41,610,007)

Net Cash Flows Used by Operating Activities

$ (19,686,995)

Non-Cash Financing Activities:

Proceeds from reinvestment of dividends

See Notes to Financial Statements.
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Financial highlights

For a share of beneficial interest outstanding throughout each year ended December 31:

2010 2009 2008 2007 2006
Net asset value, beginning of year $12.85 $11.48 $13.38 $12.83 $13.50
Income (loss) from operations:
Net investment income' 0.33 0.35 0.82 0.70 0.72
Net realized and unrealized gain (loss) 0.42 1.49 (1.87) 0.54 (0.46)
Dividends paid to auction rate preferred
stockholders from:
Net investmentincome — — — — (0.30)
Total income (loss) from operations 075 184 (1.05) 124 (0.04)
Less distributions paid to common shareholders from:
Net investmentincome (0.36) (0.37) (0.85) (0.69) (0.43)
Return of capital (0.09) (0.10) — — (0.20)
Total distributions (0.45) (0.47) (0.85) (0.69) (0.63)
Net asset value, end of year $13.15 $12.85 $11.48 $13.38 $12.83
Market price, end of year $12.82 $12.30 $10.80 $11.73 $11.42
Total return, based on NAV? 5.91% 16.39% (8.24)% 9.95% (0.27)%
Total return, based on Market Price% 7.99% 18.51% (0.91)% 8.95% 0.40%
Net assets, end of year (000s) $383244  $374527  $334567  $389,980  $374,119
Ratios to average net assets:*
Gross expenses 0.76% 0.97% 1.21% 0.91% 1.36%
Net expenses® 0.76 0.97 121 091 1.36
Net expenses, excluding interest expense® 0.73 0.87 0.83 0.76 1.16
Net investment income 2.52 291 6.29 5.45 5.50
Portfolio turnover rate 43% 43% 52% 2% 146%
Auction Rate Preferred Stock: Asset Coverage”  N/A N/A N/A N/A N/A8

Per share amounts have been calculated using the average shares method.

Performance figures may reflect compensating balance arrangements, fee waivers and/or expense
reimbursements. In the absence of compensating balance arrangements, fee waivers and/or expense
reimbursements, the total return would have been lower. Past performance is no guarantee of future results.
The total return calculation assumes that distributions are reinvested in accordance with the Fund’s dividend
reinvestment plan. Past performance is no guarantee of future results.

Calculated on the basis of average net assets of common stock shareholders.

Gross expenses reflects operating expenses prior to any expense waivers and/or compensating balance
arrangements. Net expenses reflects expenses less any compensating balance arrangements and/or expense
waivers.

6 The impact of compensating balance arrangements, if any, was less than 0.01%.

~

o

Asset coverage on preferred shares equals net assets of common shares plus the redemption value of the
preferred shares divided by the value of outstanding preferred stock.
The last series of preferred shares was redeemed on November 22, 2006.

See Notes to Financial Statements.
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Notes to financial statements

1. Organization and significant accounting policies

Western Asset/Claymore Inflation-Linked Securities & Income Fund (“Fund”)
is registered under the Investment Company Act of 1940, as amended (the
“1940 Act”), as a diversified, closed-end management investment company.
The Fund commenced operations on September 26, 2003.

The Fund’s primary investment objective is to provide current income for its
shareholders. Capital appreciation, when consistent with current income, is a
secondary investment objective.

The following are significant accounting policies consistently followed by the
Fund and are in conformity with U.S. generally accepted accounting princi-
ples (“GAAP"). Estimates and assumptions are required to be made regard-
ing assets, liabilities and changes in net assets resulting from operations
when financial statements are prepared. Changes in the economic environ-
ment, financial markets and any other parameters used in determining these
estimates could cause actual results to differ. Subsequent events have been
evaluated through the date the financial statements were issued.

(a) Investment valuation. Debt securities are valued at the last quoted bid
price provided by an independent pricing service that are based on transac-
tions in debt obligations, quotations from bond dealers, market transactions
in comparable securities and various other relationships between securities.
Publicly traded foreign government debt securities are typically traded inter-
nationally in the overthe-counter market, and are valued at the last quoted
bid price as of the close of business of that market. Futures contracts are val-
ued daily at the settlement price established by the board of trade or
exchange on which they are traded. Equity securities for which market quota-
tions are available are valued at the last reported sales price or official closing
price on the primary market or exchange on which they trade. When reliable
prices are not readily available, such as when the value of a security has been
significantly affected by events after the close of the exchange or market on
which the security is principally traded, but before the Fund calculates its net
asset value, the Fund may value these securities as determined in accordance
with procedures approved by the Fund’s Board of Trustees. Short-term obliga-
tions with maturities of 60 days or less are valued at amortized cost, which
approximates fair value.

The Fund has adopted Financial Accounting Standards Board Codification
Topic 820 (“ASCTopic 820”). ASC Topic 820 establishes a single definition of fair
value, creates a three-tier hierarchy as a framework for measuring fair value
based on inputs used to value the Fund’s investments, and requires additional
disclosure about fair value. The hierarchy of inputs is summarized below.

e Level 1 — quoted prices in active markets for identical investments

e Level 2 — other significant observable inputs (including quoted prices for
similar investments, interest rates, prepayment speeds, credit risk, etc.)
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e Level 3 — significant unobservable inputs (including the Fund’s own
assumptions in determining the fair value of investments)

The inputs or methodology used for valuing securities are not necessarily an
indication of the risk associated with investing in those securities.

The Fund uses valuation techniques to measure fair value that are consistent
with the market approach and/or income approach, depending on the type of
security and the particular circumstance. The market approach uses prices
and other relevant information generated by market transactions involving
identical or comparable securities. The income approach uses valuation tech-
niques to discount estimated future cash flows to present value.

The following is a summary of the inputs used in valuing the Fund’s assets
and liabilities carried at fair value:

ASSETS
Significant
Other Significant Unobservable
Quoted Prices  Observable Inputs Inputs

Description (Level 1) (Level 2) (Level 3) Total
Long-term investments t:

U.S. treasury inflation protected

securities — $374,938,591 — $374,938,591

Asset-backed securities — 2,675,479 — 2,675,479

Collateralized mortgage obligations — 8,735,397 $8,580 8,743,977

Corporate bonds & notes — 12,123,110 0* 12,123,110

Non-U.S. treasury inflation

protected securities — 10,913,004 — 10,913,004

Sovereign bonds — 1,925,226 — 1,925,226

Purchased options — 41,492 — 41,492
Total long-term investments — $411,352,299 $8,580 $411,360,879
Short-term investments T — 2,441,000 — 2,441,000
Total investments — $413,793,299 $8,580 $413,801,879
Other financial instruments:

Forward foreign currency contracts — 161,593 — 161,593

Credit default swaps on corporate

issues — sell protection — 65,356 — 65,356
Total other financial instruments — § 226949 — $ 226,949
Total — $414,020,248 $8,580 $414,028,828

LIABILITIES
Significant
Other Significant Unobservable
Quoted Prices  Observable Inputs Inputs

Description (Level 1) (Level 2) (Level 3) Total
Other financial instruments:

Forward foreign currency contracts — $ 725540 — $ 725540

Futures contracts $6,366 — — 6,366

Reverse repurchase agreements — 35,043,036 — 35,043,036
Total $6,366 $ 35,768,576 — $ 35,774,942

t See Schedule of Investments for additional detailed categorizations.
* Value is less than $1.
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Notes to financial statements (cont’'d)

The following is a reconciliation of investments in which significant unob-
servable inputs (Level 3) were used in determining fair value:

Collateralized Corporate
Mortgage Bonds &
Investments in Securities Obligations Notes Total
Balance as of December 31, 2009 — — .
Accrued premiums/discounts — . .
Realized gain (loss) - . .
Change in unrealized appreciation (depreciation) — — —
Net purchases (sales) — - o
Transfers into Level 3 $8,580 $ 0% $8,580
Transfers out of Level 3 — — _
Balance as of December 31, 2010 $8,580 $ 0* $8,580

Net change in unrealized appreciation (depreciation) for
investments in securities still held at December 31, 2010 — — —

Value is less than $1.

(b) Repurchase agreements. The Fund may enter into repurchase agreements
with institutions that its investment adviser has determined are creditwor-
thy. Each repurchase agreement is recorded at cost. Under the terms of a
typical repurchase agreement, the Fund acquires a debt security subject to
an obligation of the seller to repurchase, and of the Fund to resell, the
security at an agreed-upon price and time, thereby determining the yield
during the Fund’s holding period. When entering into repurchase agree-
ments, it is the Fund’s policy that its custodian or a third party custodian,
acting on the Fund’s behalf, take possession of the underlying collateral
securities, the market value of which, at all times, at least equals the princi-
pal amount of the repurchase transaction, including accrued interest. To the
extent that any repurchase transaction maturity exceeds one business day,
the value of the collateral is marked-to-market and measured against the
value of the agreement in an effort to ensure the adequacy of the collateral.
If the counterparty defaults, the Fund generally has the right to use the
collateral to satisfy the terms of the repurchase transaction. However, if the
market value of the collateral declines during the period in which the Fund
seeks to assert its rights or if bankruptcy proceedings are commenced with
respect to the seller of the security, realization of the collateral by the Fund
may be delayed or limited.

(c) Reverse repurchase agreements. The Fund may enter into reverse
repurchase agreements. Under the terms of a typical reverse repurchase
agreement, a fund sells a security subject to an obligation to repurchase the
security from the buyer at an agreed-upon time and price. In the event the
buyer of securities under a reverse repurchase agreement files for bankruptcy
or becomes insolvent, the Fund’s use of the proceeds of the agreement may
be restricted pending a determination by the counterparty, or its trustee or
receiver, whether to enforce the Fund’s obligation to repurchase the securities.
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In entering into reverse repurchase agreements, the Fund will maintain cash,
U.S. government securities or other liquid debt obligations at least equal in
value to its obligations with respect to reverse repurchase agreements or will
take other actions permitted by law to cover its obligations.

(d) Futures contracts. The Fund uses futures contracts to gain exposure to, or
hedge against, changes in the value of interest rates or foreign currencies. A
futures contract represents a commitment for the future purchase or sale of
an asset at a specified price on a specified date.

Upon entering into a futures contract, the Fund is required to deposit cash or
cash equivalents with a broker in an amount equal to a certain percentage of
the contract amount. This is known as the “initial margin” and subsequent
payments (“variation margin”) are made or received by the Fund each day,
depending on the daily fluctuation in the value of the contract. For certain
futures, including foreign denominated futures, variation margin is not set-
tled daily, but is recorded as a net variation margin payable or receivable.
Futures contracts are valued daily at the settlement price established by the
board of trade or exchange on which they are traded. The daily changes in
contract value are recorded as unrealized gains or losses in the Statement of
Operations and the Fund recognizes a realized gain or loss when the contract
is closed.

Futures contracts involve, to varying degrees, risk of loss in excess of the
amounts reflected in the financial statements. In addition, there is the risk
that the Fund may not be able to enter into a closing transaction because of
an illiquid secondary market.

(e) Written options. When the Fund writes an option, an amount equal to the
premium received by the Fund is recorded as a liability, the value of which is
marked-to-market daily to reflect the current market value of the option writ-
ten. If the option expires, the premium received is recorded as a realized
gain. When a written call option is exercised, the difference between the pre-
mium received plus the option exercise price and the Fund’s basis in the
underlying security (in the case of a covered written call option), or the cost
to purchase the underlying security (in the case of an uncovered written call
option), including brokerage commission, is recognized as a realized gain or
loss. When a written put option is exercised, the amount of the premium
received is subtracted from the cost of the security purchased by the Fund
from the exercise of the written put option to form the Fund’s basis in the
underlying security purchased. The writer or buyer of an option traded on an
exchange can liquidate the position before the exercise of the option by
entering into a closing transaction. The cost of a closing transaction is
deducted from the original premium received resulting in a realized gain or
loss to the Fund.

The risk in writing a covered call option is that the Fund may forego the
opportunity of profit if the market price of the underlying security increases



22 | Western Asset/Claymore Inflation-Linked Securities & Income Fund 2010 Annual Report

Notes to financial statements (cont’'d)

and the option is exercised. The risk in writing a put option is that the Fund
may incur a loss if the market price of the underlying security decreases and
the option is exercised. The risk in writing an uncovered call option is that
the Fund is exposed to the risk of loss if the market price of the underlying
security increases. In addition, there is the risk that the Fund may not be able
to enter into a closing transaction because of an illiquid secondary market.

(f) Forward foreign currency contracts. The Fund enters into a forward for-
eign currency contract to hedge against foreign currency exchange rate risk
on its non-U.S. dollar denominated securities or to facilitate settlement of a
foreign currency denominated portfolio transaction. A forward foreign cur-
rency contract is an agreement between two parties to buy and sell a curren-
cy at a set price with delivery and settlement at a future date. The contract is
marked-to-market daily and the change in value is recorded by the Fund as
an unrealized gain or loss. When a forward foreign currency contract is
closed, through either delivery or offset by entering into another forward for-
eign currency contract, the Fund recognizes a realized gain or loss equal to
the difference between the value of the contract at the time it was opened
and the value of the contract at the time it is closed.

Forward foreign currency contracts involve elements of market risk in excess
of the amounts reflected on the Statement of Assets and Liabilities. The Fund
bears the risk of an unfavorable change in the foreign exchange rate underly-
ing the forward foreign currency contract. Risks may also arise upon enter-
ing into these contracts from the potential inability of the counterparties to
meet the terms of their contracts.

(g) Swap agreements. The Fund invests in swaps for the purpose of managing
its exposure to interest rate, credit or market risk, or for other purposes. The
use of swaps involves risks that are different from those associated with ordi-
nary portfolio transactions.

Swap contracts are marked-to-market daily and changes in value are recorded
as unrealized appreciation (depreciation). Gains or losses are realized upon
termination of the swap agreement. Collateral, in the form of restricted cash or
securities, may be required to be held in segregated accounts with the Fund'’s
custodian in compliance with the terms of the swap contracts. Securities
posted as collateral for swap contracts are identified in the Schedule of
Investments and restricted cash, if any, is identified on the Statement of Assets
and Liabilities. Risks may exceed amounts recorded in the Statement of
Assets and Liabilities. These risks include changes in the returns of the under-
lying instruments, failure of the counterparties to perform under the contracts’
terms, and the possible lack of liquidity with respect to the swap agreements.

Payments received or made at the beginning of the measurement period are
reflected as a premium or deposit, respectively, on the Statement of Assets
and Liabilities. These upfront payments are amortized over the life of the
swap and are recognized as realized gain or loss in the Statement of
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Operations. Net periodic payments received or paid by the Fund as well as
liquidation payments received or made at the termination of the swap are
recognized as realized gains or losses in the Statement of Operations.

As disclosed in the Fair Values of Derivatives — Statement of Assets and
Liabilities table that follows each Fund’s summary of open swap contracts,
the aggregate fair value of credit default swaps in a net liability position as
of December 31, 2010 was $0. The Fund did not hold or post any collateral for
its swap transactions. If a defined credit event had occurred as of

December 31, 2010, the swaps’ credit-risk-related contingent features would
have been triggered and the Fund would have been required to pay up to
$3,800,000 less the value of the contracts’ related reference obligations

Credit default swaps

The Fund enters into credit default swap (“CDS") contracts for investment
purposes, to manage its credit risk or to add leverage. CDS agreements
involve one party making a stream of payments to another party in exchange
for the right to receive a specified return in the event of a default by a third
party, typically corporate or sovereign issuers, on a specified obligation, or in
the event of a write-down, principal shortfall, interest shortfall or default of
all or part of the referenced entities comprising a credit index. The Fund may
use a CDS to provide protection against defaults of the issuers (i.e., to
reduce risk where the Fund has exposure to an issuer) or to take an active
long or short position with respect to the likelihood of a particular issuer’s
default. As a seller of protection, the Fund generally receives an upfront pay-
ment or a stream of payments throughout the term of the swap provided
that there is no credit event. If the Fund is a seller of protection and a credit
event occurs, as defined under the terms of that particular swap agreement,
the maximum potential amount of future payments (undiscounted) that the
Fund could be required to make under a credit default swap agreement
would be an amount equal to the notional amount of the agreement. These
amounts of potential payments will be partially offset by any recovery of val-
ues from the respective referenced obligations. As a seller of protection, the
Fund effectively adds leverage to its portfolio because, in addition to its total
net assets, the Fund is subject to investment exposure on the notional
amount of the swap. As a buyer of protection, the Fund generally receives an
amount up to the notional value of the swap if a credit event occurs.

Implied spreads are the theoretical prices a lender receives for credit default
protection. When spreads rise, market perceived credit risk rises and when
spreads fall, market perceived credit risk falls. The implied credit spread of a
particular referenced entity reflects the cost of buying/selling protection and
may include upfront payments required to enter into the agreement. Wider
credit spreads and decreasing market values, when compared to the
notional amount of the swap, represent a deterioration of the referenced
entity’s credit soundness and a greater likelihood or risk of default or other
credit event occurring as defined under the terms of the agreement. Credit
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spreads utilized in determining the period end market value of credit default
swap agreements on corporate or sovereign issues are disclosed in the
Notes to Financial Statements and serve as an indicator of the current status
of the payment/performance risk and represent the likelihood or risk of
default for credit derivatives. For credit default swap agreements on asset-
backed securities and credit indices, the quoted market prices and resulting
values, particularly in relation to the notional amount of the contract as well
as the annual payment rate, serve as an indication of the current status of
the payment/performance risk.

The Fund’s maximum risk of loss from counterparty risk, as the protection
buyer, is the fair value of the contract (this risk is mitigated by the posting of
collateral by the counterparty to the Fund to cover the Fund’s exposure to
the counterparty). As the protection seller, the Fund’s maximum risk is the
notional amount of the contract. Credit default swaps are considered to have
credit risk-related contingent features since they require payment by the pro-
tection seller to the protection buyer upon the occurrence of a defined credit
event.

Entering into a CDS agreement involves, to varying degrees, elements of
credit, market and documentation risk in excess of the related amounts rec-
ognized on the Statement of Assets and Liabilities. Such risks involve the
possibility that there will be no liquid market for these agreements, that the
counterparty to the agreement may default on its obligation to perform or
disagree as to the meaning of the contractual terms in the agreement, and
that there will be unfavorable changes in net interest rates.

(h) Inflation-indexed bonds. Inflation-indexed bonds are fixed-income securi-
ties whose principal value or interest rate is periodically adjusted according
to the rate of inflation. As the index measuring inflation changes, the princi-
pal value or interest rate of inflation-indexed bonds will be adjusted accord-
ingly. Inflation adjustments to the principal amount of inflation-indexed
bonds are reflected as an increase or decrease to investment income on the
Statement of Operations. Repayment of the original bond principal upon
maturity (as adjusted for inflation) is guaranteed in the case of U.S.Treasury
inflation-indexed bonds. For bonds that do not provide a similar guarantee,
the adjusted principal value of the bond repaid at maturity may be less than
the original principal.

(i) Foreign currency translation. Investment securities and other assets and
liabilities denominated in foreign currencies are translated into U.S. dollar
amounts based upon prevailing exchange rates on the date of valuation.
Purchases and sales of investment securities and income and expense
items denominated in foreign currencies are translated into U.S. dollar
amounts based upon prevailing exchange rates on the respective dates of
such transactions.
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The Fund does not isolate that portion of the results of operations resulting
from fluctuations in foreign exchange rates on investments from the
fluctuations arising from changes in market prices of securities held. Such
fluctuations are included with the net realized and unrealized gain or loss on
investments.

Net realized foreign exchange gains or losses arise from sales of foreign cur-
rencies, including gains and losses on forward foreign currency contracts,
currency gains or losses realized between the trade and settlement dates on
securities transactions, and the difference between the amounts of divi-
dends, interest, and foreign withholding taxes recorded on the Fund’s books
and the U.S. dollar equivalent of the amounts actually received or paid. Net
unrealized foreign exchange gains and losses arise from changes in the val-
ues of assets and liabilities, other than investments in securities, on the date
of valuation, resulting from changes in exchange rates.

Foreign security and currency transactions may involve certain considera-
tions and risks not typically associated with those of U.S. dollar denominated
transactions as a result of, among other factors, the possibility of lower lev-
els of governmental supervision and regulation of foreign securities markets
and the possibility of political or economic instability.

(j) Loan participations. The Fund may invest in loans arranged through pri-
vate negotiation between one or more financial institutions. The Fund'’s
investment in any such loan may be in the form of a participation in or an
assignment of the loan. In connection with purchasing participations, the
Fund generally will have no right to enforce compliance by the borrower
with the terms of the loan agreement related to the loan, or any rights of off-
set against the borrower and the Fund may not benefit directly from any col-
lateral supporting the loan in which it has purchased the participation.

The Fund assumes the credit risk of the borrower, the lender that is selling
the participation and any other persons interpositioned between the Fund
and the borrower. In the event of the insolvency of the lender selling the par-
ticipation, the Fund may be treated as a general creditor of the lender and
may not benefit from any off-set between the lender and the borrower.

(k) Credit and market risk. Investments in securities that are collateralized by
residential real estate mortgages are subject to certain credit and liquidity
risks. When market conditions result in an increase in default rates of the
underlying mortgages and foreclosure values of underlying real estate prop-
erties are materially below the outstanding amount of these underlying
mortgages, collection of the full amount of accrued interest and principal

on these investments may be doubtful. Such market conditions may
significantly impair the value and liquidity of these investments and may
result in a lack of correlation between their credit ratings and values.

(I) Security transactions and investment income. Security transactions are
accounted for on a trade date basis. Interest income, adjusted for amortization
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of premium and accretion of discount, is recorded on the accrual basis.
Dividend income is recorded on the ex-dividend date. The cost of investments
sold is determined by use of the specific identification method. To the extent
any issuer defaults or a credit event occurs that impacts the issuer, the Fund
may halt any additional interest income accruals and consider the realizability
of interest accrued up to the date of default or credit event.

(m) Distributions to shareholders. Distributions from net investment income
for the Fund, if any, are declared and paid on a monthly basis. Distributions
of net realized gains, if any, are declared at least annually. Distributions are
recorded on the ex-dividend date and are determined in accordance with
income tax regulations, which may differ from GAAP.

(n) Compensating balance arrangements. The Fund has an arrangement
with its custodian bank whereby a portion of the custodian’s fees is paid
indirectly by credits earned on the Fund’s cash on deposit with the bank.The
amount is shown as a reduction of expenses in the Statement of Operations.

(o) Federal and other taxes. It is the Fund'’s policy to comply with the federal
income and excise tax requirements of the Internal Revenue Code of 1986
(the “Code”), as amended, applicable to regulated investment companies.
Accordingly, the Fund intends to distribute its taxable income and net real-
ized gains, if any, to shareholders in accordance with timing requirements
imposed by the Code. Therefore, no federal or state income tax provision is
required in the Fund’s financial statements.

Management has analyzed the Fund'’s tax positions taken on income tax
returns for all open tax years and has concluded that as of December 31,
2010, no provision for income tax is required in the Fund's financial state-
ments. The Fund’s federal and state income and federal excise tax returns for
tax years for which the applicable statutes of limitations have not expired are
subject to examination by Internal Revenue Service and state departments of
revenue.

(p) Reclassification. GAAP requires that certain components of net assets be
reclassified to reflect permanent differences between financial and tax
reporting. These reclassifications have no effect on net assets or net asset
values per share. During the current year, the following reclassifications have
been made:

Overdistributed
Net Investment Accumulated Net
Income Realized Loss
(a) $769,973 $(769,973)

la Reclassifications are primarily due to foreign currency transactions treated as ordinary income for tax
purposes and book/tax differences in the treatment of swaps contracts.
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2. Investment management agreement and other transactions with
affiliates

The Fund has entered into an Investment Management Agreement with
Western Asset Management Company (Investment Adviser), which provides for
payment of a monthly fee computed at the annual rate of 0.40% of the Fund’s
average weekly assets. “Average weekly assets” means the average weekly
value of the total assets of the Fund (including any assets attributable to
leverage) minus accrued liabilities (other than liabilities representing leverage).
For purposes of calculating “average weekly assets,” neither the liquidation
preference of any preferred shares outstanding nor any liabilities associated
with any instrument or transactions used by the Investment Adviser to leverage
the Fund'’s portfolio (whether or not such instruments or transactions are “cov-
ered” as described in the prospectus) is considered a liability.

Western Asset Management Company Pte. Ltd. (“Western Asset Singapore”),
Western Asset Management Company Limited (“Western Asset London”)
and Western Asset Management Company Ltd (“Western Asset Japan”) are
the Fund’s investment advisers. Western Asset London, Western Asset
Singapore and Western Asset Japan provide certain advisory services to the
Fund relating to currency transactions and investment in non-U.S. denomi-
nated securities. Western Asset London, Western Asset Singapore and
Western Asset Japan do not receive any compensation from the Fund.

Guggenheim Funds Distributors, Inc., formerly Claymore Securities, Inc.
(“Servicing Agent”) acts as servicing agent for the Fund. For its services, the
Servicing Agent receives an annual fee from the Fund, payable monthly in
arrears, which is based on the Fund’s average weekly assets in a maximum
amount equal to 0.15% of the Fund’s average weekly assets.

Under an administrative agreement with the Fund, Legg Mason Partners
Fund Advisor, LLC (“LMPFA"”) (Administrator), an affiliate of the Investment
Adviser, provides certain administrative and accounting functions for the
Fund. In consideration for these services, the Fund pays the Administrator a
monthly fee at an annual rate of $100,000.
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3. Investments

During the year ended December 31, 2010, the aggregate cost of purchases
and proceeds from sales of investments (excluding short-term investments)
and U.S Government & Agency Obligations were as follows:

U.S. Government &

Investments Agency Obligations
Purchases $10,474,270 $196,951,575
Sales 27,078,907 150,369,957

At December 31, 2010, the aggregate gross unrealized appreciation and
depreciation of investments for federal income tax purposes were as follows:

Gross unrealized appreciation $29,980,117
Gross unrealized depreciation (8,255,661)
Net unrealized appreciation $21,724,456

Transactions in reverse repurchase agreements for the Fund during the year
ended December 31, 2010 were as follows:

Average Daily Weighted Average Maximum Amount
Balance* Interest Rate* Outstanding
$42,976,135 0.27% $59,514,088

Averages based on the number of days that Fund had reverse repurchase agreements outstanding.

Interest rates on reverse repurchase agreements ranged from 0.22% to
0.30% during the year ended December 31, 2010. Interest expense incurred
on reverse repurchase agreements totaled $90,014.

At December 31, 2010, the Fund had the following open reverse repurchase
agreements:

Security Value

Reverse Repurchase Agreement with Deutsche Bank Securities Inc., dated 1/6/11 bearing
0.280% to be repurchased at an $14,108,094, collateralized by: $11,300,000 U.S. Treasury Notes,
Inflation Indexed, 2.000% due 1/15/14; Market value (including accrued interest) $14,359,219 $14,105,790

Reverse Repurchase Agreement with Deutsche Bank Securities Inc., dated 1/6/11 bearing
0.280% to be repurchased at $20,940,666, collateralized by: $19,140,000 U.S. Treasury Notes,
Inflation Indexed, 2.375% due 4/15/11; Market value (including accrued interest) $21,277,231 20,937,246

Total reverse repurchase agreements (Proceeds — $35,043,036) $35,043,036
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During the year ended December 31, 2010, written option transactions for the
Fund were as follows:

Number of Contracts Premiums
Written options, outstanding December 31, 2009 — —
Options written 261 $186,136
Options closed (128) (61,584)
Options exercised (32) (48,896)
Options expired (101) (75,656)

Wiritten options, outstanding December 31, 2010 — —

At December 31, 2010, the Fund had the following open futures contracts:

Number of Expiration Basis Market Unrealized
Contracts Date Value Value Loss
Contracts to Sell:
90-day Eurodollar 22 3 $5,475,729  $5,479,925 $(4,196)
U.S. Treasury 5-year Notes 33 3 3,882,549 3,884,719 (2,170)
Net unrealized loss on open futures contracts $(6,366)

At December 31, 2010, the Fund had the following open forward foreign cur-
rency contracts:

Local Market Settlement Unrealized
Foreign Currency Counterparty Currency Value Date Gain (Loss)
Contracts to Buy:
Canadian dollar Citibank N.A. 3,986,323 $4,005,617 2/1411 $ 74,564
Euro Credit Suisse First
Boston Inc. 2,550,000 3,407,172 2141 (66,489)
8,075
Contracts to Sell:
Australian dollar Credit Suisse First
Boston Inc. 12,204,275 $12,411,217 2141 $(512,048)
Canadian dollar Citibank N.A. 3,986,323 4,005,617 2/14/11 (96,499)
Euro Citibank N.A. 2,552,237 3,410,161 2141 87,029
Japanese yen Citibank N.A. 342,755,280 4,223,677 2/1411 (50,504)
(572,022)

Net unrealized loss on open forward foreign currency contracts $(563,947)
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Notes to financial statements (cont’'d)

At December 31, 2010, the Fund held the following open swap contracts:

CREDIT DEFAULT SWAPS ON CORPORATE ISSUES — SELL PROTECTION'

Implied Periodic

Credit Payments Upfront

Spread at Received Premiums  Unrealized
Swap Counterparty ~ Notional ~ Termination December31,  bythe Market Paid Appreciation
(Reference Entity) Amount? Date 20108 Fund* Value  (Received) (Depreciation)
JPMorgan
Securities Inc.
(SLM Corp., 2.500%
5.125%, due 8/27/12) $3,800,000  12/20/12 1.62% Quarterly ~ $65,356 — $65,356

If the Fund is a seller of protection and a credit event occurs, as defined under the terms of that particular
swap agreement, the Fund will either (i) pay to the buyer of protection an amount equal to the notional amount
of the swap and take delivery of the referenced obligation or underlying securities comprising the referenced
index or (ii) pay a net settlement amount in the form of cash or securities equal to the notional amount of the
swap less the recovery value of the referenced obligation or underlying securities comprising the referenced
index.

The maximum potential amount the Fund could be required to make as a seller of credit protection or receive
as a buyer of credit protection if a credit event occurs as defined under the terms of that particular swap
agreement.

Implied credit spreads, utilized in determining the market value of credit default swap agreements on
corporate issues or sovereign issues of an emerging country as of period end serve as an indicator of the
current status of the payment/performance risk and represent the likelihood or risk of default for the credit
derivative. The implied credit spread of a particular referenced entity reflects the cost of buying/selling
protection and may include upfront payments required to be made to enter into the agreement. Wider credit
spreads represent a deterioration of the referenced entity’s credit soundness and a greater likelihood or risk
of default or other credit event occurring as defined under the terms of the agreement. A credit spread
identified as “Defaulted” indicates a credit event has occurred for the referenced entity or obligation.

Percentage shown is an annual percentage rate.

4. Derivative instruments and hedging activities

Financial Accounting Standards Board Codification Topic 815 requires
enhanced disclosure about an entity’s derivative and hedging activities.

Below is a table, grouped by derivative type that provides information about
the fair value and the location of derivatives within the Statement of Assets
and Liabilities at December 31, 2010.

ASSET DERIVATIVES!
Foreign
Exchange Credit
Contracts Risk Contracts Risk Total
Purchased options? $ 41,492 — $ 41,492
Swap contracts — $65,356 65,356
Forward foreign currency contracts 161,593 — 161,593

Total $203,085 $65,356 $268,441
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LIABILITY DERIVATIVES'
Foreign
Interest Rate Exchange
Contracts Risk Contracts Risk Total
Futures contracts? $6,366 — $ 6,366
Forward foreign currency contracts $725,540 725,540

Total $6,366 $725,540 $731,906
Generally, the balance sheet location for asset derivatives is receivables/net unrealized appreciation
(depreciation) and for liability derivatives is payables/net unrealized appreciation (depreciation).

Market value of purchased options is reported in Investments of value in the Statement of Assets and
Liabilities.

Includes cumulative appreciation (depreciation) of futures contracts as reported in the footnotes. Only
variation margin is reported within the receivables and/or payables of the Statement of Assets and Liabilities.

The following tables provide information about the effect of derivatives and
hedging activities on the Fund’s Statement of Operations for the year ended
December 31, 2010. The first table provides additional detail about the
amounts and sources of gains (losses) realized on derivatives during the
period. The second table provides additional information about the change in
unrealized appreciation (depreciation) resulting from the Fund’s derivatives
and hedging activities during the period.

AMOUNT OF REALIZED GAIN (LOSS) ON DERIVATIVES RECOGNIZED

Foreign

Interest Rate Exchange Credit

Contracts Risk Contracts Risk Contracts Risk Total
Purchased options $(191,298) $ (80,940 — $(272,238)
Written options 175,720 — — 175,720
Futures contracts (736,584) 156,514 — (580,070)
Swap contracts — — $96,319 96,319
Forward foreign currency contracts — (343,132) — (343,132)
Total $(752,162) $(267,558) $96,319 $(923,401)

CHANGE IN UNREALIZED APPRECIATION (DEPRECIATION) ON DERIVATIVES RECOGNIZED

Foreign
Interest Rate Exchange Credit
Contracts Risk Contracts Risk Contracts Risk Total
Purchased options — $(170,629) — $(170,629)
Futures contracts $156,193 — — 156,193
Swap contracts — — $324,798 324,798
Forward foreign currency contracts — (619,384) — (619,384)

Total $156,193 $(790,013) $324,798 $(309,022)
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Notes to financial statements (cont’'d)

During the year ended December 31, 2010, the volume of derivative activity
for the Fund was as follows:

Average Market

Value
Purchased options $ 51,264
Written optionst 15,091
Forward foreign currency contracts (to buy) 5,986,601
Forward foreign currency contracts (to sell) 18,823,507
Futures contracts (to buy)t 5,268,054
Futures contracts (to sell) 15,582,868

Average

Notional Balance

Credit default swap contracts (to sell protection) $3,800,000

t At December 31, 2010, there were no open positions held in this derivative.

The Fund’s contracts with derivative counterparties contain several credit
related contingent features that if triggered would allow its derivatives coun-
terparties to close out and demand payment or additional collateral to cover
their exposure from the Fund. Credit related contingent features are estab-
lished between the Fund and its derivatives counterparties to reduce the risk
that the Fund will not fulfill its payment obligations to its counterparties.
These triggering features include, but are not limited to, a percentage
decrease in the Fund’s net assets and/or a percentage decrease in the Fund’s
Net Asset Value or NAV. The contingent features are established within the
Fund’s International Swap and Derivatives Association, Inc. master agree-
ments which govern positions in swaps, over-the-counter options, and for-
ward currency exchange contracts for each individual counterparty.

As of December 31, 2010, the total value of swap positions with credit related
contingent features in a net liability position was $0. If a contingent feature
would have been triggered as of December 31, 2010, the Fund would have
been required to pay this amount in cash to its counterparties. The Fund did
not hold or post collateral for its swap transactions.

5. Common shares

Of the 29,152,821 shares of common stock outstanding at December 31,
2010, the Investment Adviser owned 6,981 shares.

6. Trustee compensation

Effective January 2011, each Independent Trustee receives a fee of $20,000
for serving as aTrustee of the Fund and a fee of $1,500 and related expenses
for each meeting of the Board of Trustees attended. The Chairman of the
Board receives an additional $5,000 for serving in that capacity. The Audit
Committee Chairman and the Governance and Nominating Committee
Chairman each receive an additional $3,000 for serving in their respective
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capacities. Members of the Audit Committee and the Governance and
Nominating Committee receive $500 for each committee meeting attended.

7. Income tax information and distributions to shareholders

Subsequent to the fiscal year end, the Fund has made the following
distributions:

Record Date Record Date

Payable Date Rate Payable Date Rate
1/14/2011 2/15/2011
1/31/2011 $0.035000 2/28/2011 $0.035000

The tax character of distributions paid during the fiscal years ended
December 31, were as follows:

2010 2009
Distributions Paid From:
Ordinary income $10,444,127 $10,901,459
Tax return of capital 2,762,101 2,858,672
Total distributions paid $13,206,228 $13,760,131

As of December 31, 2010, the components of accumulated earnings on a tax
basis were as follows:

Capital loss carryforward* $(38,747,912)
Other book/tax temporary differences® (2,219,286)
Unrealized appreciation (depreciation)® 21,334,635
Total accumulated earnings (losses) — net $(19,632,563)

* As of December 31, 2010, the Fund had the following net capital loss carryforward remaining:

Year of Expiration Amount
12/31/2014 $(23,725,089)
12/31/2015 (4,099,686)
12/31/2017 (4,931,505)
12/31/2018 (5,991,632)
$(38,747,912)

These amounts will be available to offset any future taxable capital gains. Under the recently enacted
Regulated Investment Company Modernization Act of 2010, the Fund will be permitted to carry forward capital
losses incurred in taxable years beginning after December 22, 2010 for an unlimited period. However, any
losses incurred during those future years will be required to be utilized prior to the losses incurred in pre-
enactment taxable years. As a result of this ordering rule, pre-enactment capital loss carryforwards may be
more likely to expire unused. Additionally, post-enactment capital losses that are carried forward will retain
their character as either short-term or long-term capital losses rather than being considered all short-term as
under previous law.

la) Other book/tax temporary differences are attributable primarily to the tax deferral of losses on straddles, the
realization for tax purposes of unrealized losses on certain futures and foreign currency contracts, the
deferral of post-October currency losses for tax purposes, differences between book/tax accrual of interest
income on securities in default and book/tax differences in the timing of the deductibility of various expenses.

) The difference between book-basis and tax-basis unrealized appreciation (depreciation) is attributable
primarily to the realization for book purposes of unrealized losses on certain securities lending transactions.
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Notes to financial statements (cont’'d)

8. Other tax information

On December 22, 2010, President Obama signed into law the Regulated
Investment Company Modernization Act of 2010 (the “Act”). The Act updates
certain tax rules applicable to regulated investment companies (“RICs”).The
various provisions of the Act will generally be effective for RICs with taxable
years beginning after December 22, 2010. Additional information regarding
the impact of the Act on the Fund, if any, will be contained within the relevant
sections of the notes to the financial statements for the fiscal year ending
December 31, 2011.
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Report of independent registered public
accounting firm

The Board of Trustees and Shareholders
Western Asset/Claymore Inflation-Linked Securities & Income Fund:

In our opinion, the accompanying statement of assets and liabilities, includ-
ing the schedule of investments, and the related statements of operations, of
changes in net assets and of cash flows and the financial highlights present
fairly, in all material respects, the financial position of Western
Asset/Claymore Inflation-Linked Securities & Income Fund (the “Fund”) at
December 31, 2010, the results of its operations, the changes in its net
assets, its cash flows and the financial highlights for each of the periods pre-
sented, in conformity with accounting principles generally accepted in the
United States of America. These financial statements and financial highlights
(hereafter referred to as “financial statements”) are the responsibility of the
Fund’s management; our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these
financial statements in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and sig-
nificant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits, which included confirma-
tion of securities at December 31, 2010 by, correspondence with the custodi-
an and brokers, provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP

Baltimore, Maryland
February 18, 2011
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Board approval of management agreements
(unaudited)

The Independent Trustees considered the following Investment Management
Agreements with respect to the Fund (the “Agreements”) (i) an Investment
Management Agreement between the Fund and Western Asset Management
Company (“Western Asset”), (ii) an Investment Management Agreement
between Western Asset and Western Asset Management Company Limited
(“WAML"), (iii) an Investment Management Agreement between Western
Asset and Western Asset Management Company Pte. Ltd. in Singapore
(“Western Singapore”) and (iv) an Investment Management Agreement
between Western Asset and Western Asset Management Company Ltd in
Japan (“Western Japan,” and together with Western Singapore and WAML
the “Non-U.S. Advisers” and together with Western Asset, the “Advisers”)
with respect to the Fund at meetings held on September 14, 2010 and
November 9, 2010. At a meeting held on November 30, 2010, the
Independent Trustees reported to the full Board of Trustees their considera-
tions and recommendation with respect to the Agreements, and the Board of
Trustees, including a majority of the Independent Trustees, considered and
approved renewal of the Agreements.

In considering the Agreements, the Trustees noted that although Western
Asset’s business is operated through separate legal entities, such as the
Non-U.S. Advisers, its business is highly integrated and senior investment
personnel at Western Asset have supervisory oversight responsibility over
the investment decisions made by the Non-U.S. Advisers. Therefore, in con-
nection with their deliberations noted below, the Trustees primarily focused
on the information provided by Western Asset when considering the
approval of the Agreements. The Trustees also noted that the Fund does not
pay any management fees directly to any of the Non-U.S. Advisers because
Western Asset pays the Non-U.S. Advisers for services provided to the Fund
out of the management fee Western Asset receives from the Fund.

In arriving at their decision to renew the Agreements, the Trustees met with
representatives of Western Asset, including relevant investment advisory per-
sonnel; reviewed a variety of information prepared by Western Asset and
materials provided by Lipper Inc. (“Lipper”) and counsel to the Independent
Trustees; reviewed performance and expense information for peer groups of
comparable funds selected and prepared by Lipper, and certain other prod-
ucts available from Western Asset for investments in U.S. TIPS, including
separate accounts managed by Western Asset; and requested and reviewed
additional information as necessary. These reviews were in addition to infor-
mation obtained by the Trustees at their regular quarterly meetings with
respect to the Fund’s performance and other relevant matters, such as infor-
mation on public trading in the Fund’s shares and differences between the
Fund’s share price and net asset value per share, and related discussions
with Western Asset’s personnel.
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As part of their review, the Trustees examined the Advisers’ ability to provide
high quality investment management services to the Fund. The Trustees con-
sidered the investment philosophy and research and decision-making
processes of the Advisers; the experience of their key advisory personnel
responsible for management of the Fund; the ability of the Advisers to attract
and retain capable research and advisory personnel; the capability and
integrity of the Advisers’ senior management and staff; and the level of skill
required to manage the Fund. In addition, the Trustees reviewed the quality
of the Advisers’ services with respect to regulatory compliance and compli-
ance with the investment policies of the Fund and conditions that might
affect the Advisers’ ability to provide high quality services to the Fund in the
future, including their business reputations, financial conditions and opera-
tional stabilities. Based on the foregoing, the Trustees concluded that the
Advisers’ investment process, research capabilities and philosophy were well
suited to the Fund given its investment objectives and policies, and that the
Advisers would be able to meet any reasonably foreseeable obligations
under the Agreements.

In reviewing the quality of the services provided to the Fund, the Trustees
also reviewed a comparison of the performance of the Fund to the average
performance of all leveraged closed-end funds that invest at least 65% of
their assets in corporate and government debt issues rated in the top four
grades regardless of asset size. The Trustees noted that the Fund had met its
primary objective of providing current income to shareholders, even though
the performance of the Fund over each of the one-, three- and five-year peri-
ods ended August 31, 2010 was below that of the Lipper peer group over the
same periods. The Trustees concluded that the Advisers’ management of the
Fund would continue to be in the best interests of the shareholders.

The Trustees also considered the management fee and total expenses
payable by the Fund. They reviewed information concerning management
fees paid to investment advisers of similarly-managed funds, as well as fees
paid by Western Asset’s other clients, including separate accounts managed
by Western Asset. The Trustees noted that the Fund’s total expense ratio and
the management fee paid to Western Asset were each below the correspon-
ding medians of the fees paid by funds in its Lipper peer group. The Trustees
noted that the management fee paid by the Fund was generally higher than
the fees paid by clients of Western Asset for accounts with similar invest-
ment strategies, but that the administrative and operational responsibilities
for Western Asset with respect to the Fund were also relatively higher and
that the Fund’s investment strategy included investments in asset classes
other than U.S. TIPS, which was generally not the case for Western Asset’s
other clients. In light of these differences, the Trustees concluded that the dif-
ference in management fees paid by the Fund from those paid by Western
Asset’s other clients was reasonable.
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Board approval of management agreements
(unaudited) (cont’d)

The Trustees further evaluated the benefits of the advisory relationship to the
Advisers, including, among others, the profitability of the relationship to the
Advisers; the direct and indirect benefits that the Advisers may receive from
their relationships with the Fund, including the “fallout benefits,” such as
reputational value derived from serving as investment adviser to the Fund;
and the affiliation between the Advisers and Legg Mason Partners Funds
Advisor, LLC, the Fund’s administrator. In that connection, the Trustees con-
cluded that the Advisers’ profitability was consistent with levels of profitabili-
ty that had been determined by courts not to be excessive. The Trustees
noted that Western Asset does not have soft dollar arrangements.

Finally, the Trustees considered, in light of the profitability information pro-
vided by Western Asset, the extent to which economies of scale would be
realized by the Advisers as the assets of the Fund grow. The Trustees con-
cluded that because the Fund is a closed-end fund and does not make a con-
tinuous offer of its securities, the Fund’s size was relatively fixed and it
would be unlikely that the Advisers would realize economies of scale from
the Fund’s growth. The Trustees further noted that, as the Advisers’ profitabil-
ity was consistent with levels of profitability that had been determined by
courts not to be excessive, any economies of scale that may currently exist
were being appropriately shared with shareholders.

In their deliberations with respect to these matters, the Independent Trustees
were advised by their independent counsel, who are independent of the
Advisers within the meaning of the Securities and Exchange Commission
rules regarding the independence of counsel. The Independent Trustees
weighed each of the foregoing matters in light of the advice given to them
by their independent counsel as to the law applicable to the review of invest-
ment advisory contracts. In arriving at a decision, the Trustees, including the
Independent Trustees, did not identify any single matter as all-important or
controlling, and the foregoing summary does not detail all the matters con-
sidered. The Trustees judged the terms and conditions of the Agreements,
including the investment advisory fees, in light of all of the surrounding
circumstances.

Based upon their review, the Trustees, including all of the Independent
Trustees, determined, in the exercise of their business judgment, that they
were satisfied with the quality of investment advisory services being provid-
ed by the Advisers; that the fees to be paid to the Advisers under the
Agreements were fair and reasonable given the scope and quality of the
services rendered by the Advisers; and that approval of the Agreements was
in the best interest of the Fund and its shareholders.
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Additional information (unaudited)

Information about Trustees and Officers

The business and affairs of Western Asset/Claymore Inflation-Linked
Securities & Income Fund (the “Fund”) are conducted by management under
the supervision and subject to the direction of its Board of Trustees. Except
as noted below, the business address of each Director and Officer is c/o
Western Asset Management Company, 385 East Colorado Boulevard,
Pasadena, CA 91101. Information pertaining to the Trustees and Officers of

the Fund is set forth below.

Independent Trustees

Michael Larson
Year of birth

1959

Position(s) held with Fund

Trustee and Chairman of the Board of Trustees?3

Term of office and length of time served

Term expires in 2013; served since September 2004

Principal occupations during the past 5 years

Chief Investment Officer for William H. Gates 111 (1994-
present).

Number of portfolios in fund complex overseen by
Trustee'

2

Other directorships held by Trustee

Ronald A. Nyberg
Year of birth

Pan American Silver Corp. (1999-present); Republic
Services Inc. (2009-present), Grupo Telensa S.A.B.
(2009-present).

1953

Position(s) held with Fund

Trustee??

Term of office and length of time served

Term expires in 2011; served since January 2004

Principal occupations during the past 5 years

Partner of Nyberg & Cassioppi, LLC, a law firm
specializing in corporate law, estate planning and
business transactions (2000-present); Formerly,
Executive Vice President, General Counsel and
Corporate Secretary of Van Kampen Investments
(1982-1999).

Number of portfolios in fund complex overseen by 51
Trustee'
Other directorships held by Trustee None
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Information about Trustees and Officers

Independent Trustees cont'd

Ronald E. Toupin, Jr.
Year of birth

1958

Position(s) held with Fund

Trustee?3

Term of office and length of time served

Term expires in 2012; served since January 2004

Principal occupations during the past 5 years

Portfolio Consultant (2010-present). Formerly: Vice
President, Manager and Portfolio Manager of Nuveen
Asset Management, an investment advisory firm
(1998-1999); Vice President and Portfolio Manager of
Nuveen Investment Advisory Corporation, an investment
advisory firm (1992-1999); Vice President and Manager
of Nuveen Unit Investment Trusts (1991-1999); and
Assistant Vice President and Portfolio Manager of
Nuveen Unit Trusts (1988-1999), each of John Nuveen &
Company, Inc. (1982-1999)

Number of portfolios in fund complex overseen by 43
Trustee!
Other directorships held by Trustee None
Interested Trustee
R. Jay Gerken
Year of birth 1951
Position(s) held with Fund Trustee and President

Term of office and length of time served

Term expires 2012; served since March 2007

Principal occupations during the past 5 years

Managing Director of Legg Mason & Co., Chairman,
President and Chief Executive Officer of certain mutual
funds associated with Legg Mason & Co., LLC (“Legg
Mason & Co.”) or its affiliates (2005-present); President
of Legg Mason Partners Fund Advisor, LLC (“"LMPFA”")
(2006-present); Chairman of Smith Barney Fund
Management LLC and Citi Fund Management Inc.
(2002-2005); Chairman, President and Chief Executive
Officer of Travelers Investment Adviser, Inc. (2002-2005).

Number of portfolios in fund complex overseen by
Trustee'

148

Other directorships held by Trustee

None
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Officers®

Charles A. Ruys de Perez

Year of birth 1957
Position(s) held with Fund Vice President
Term of office and length of time served Served since March 2007

Principal occupations during the past 5 years

General Counsel of Western Asset Management
Company (2007-present). Formerly: Chief Compliance
Officer, Putnam Investments (2004-2007); Managing
Director and Senior Counsel of Putnam Investments
(2001-2004).

Number of portfolios in fund complex overseen by N/A
Trustee!

Other directorships held by Trustee N/A
Kaprel Ozsolak

55 Water Street, New York, NY 10041

Year of birth 1965

Position(s) held with Fund

Principal Financial and Accounting Officer

Term of office and length of time served

Served since June 2010

Principal occupations during the past 5 years

Director of Legg Mason & Co. (since 2005); Chief
Financial Officer of certain mutual funds associated with
Legg Mason & Co. or its affiliates (since 2007) and Legg
Mason & Co. predecessors (prior to 2007); formerly,
Treasurer of certain mutual funds associated with Legg
Mason & Co. or its affiliates (prior to 2010) and Legg
Mason & Co. predecessors (prior to 2005); formerly,
Controller of certain mutual funds associated with Legg
Mason & Co. predecessors (prior to 2004)

Number of portfolios in fund complex overseen by N/A
Trustee!
Other directorships held by Trustee N/A
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Information about Trustees and Officers

Officers® cont'd

Erin K. Morris
100 International Drive, Baltimore, MD 21202
Year of birth

1966

Position(s) held with Fund

Treasurer

Term of office and length of time served

Served since June 2010

Principal occupations during the past 5 years

Vice President and Manager Global Funds
Administration, Legg Mason & Co., LLC (2005-present);
Assistant Vice President and Manager, Fund
Accounting Legg Mason Wood Walker, Incorporated
(2002-2005); Treasurer, Western Asset Funds, Inc.,
Western Asset Income Fund and Western Asset
Premier Bond Fund (2006-present); The Fund and
Western Asset/Claymore Inflation-Linked Opportunities
& Income Fund (2010-present); Assistant Treasurer Legg
Mason Partners Fund Complex (2007-present); Formerly
Assistant Treasurer, Western Asset Funds, Inc., Western
Asset Income Fund and Western Asset Premier Bond
Fund (2001-2006); The Fund (2003-2009) and Western
Asset/Claymore Inflation-Linked Opportunities & Income
Fund (2004-2009)

Number of portfolios in fund complex overseen by N/A
Trustee!

Other directorships held by Trustee N/A
Todd F. Kuehl

100 International Drive, Baltimore, MD 21202

Year of birth 1968

Position(s) held with Fund

Chief Compliance Officer

Term of office and length of time served

Served since February 2007

Principal occupations during the past 5 years

Vice President, Legg Mason & Co. (2006-present); Chief
Compliance Officer of Western Asset/Claymore
Inflation-Linked Opportunities & Income Fund, Western
Asset Income Fund, Western Asset Premier Bond Fund,
Western Asset Funds, Inc. (2007-present) and Barrett
Growth Fund and Barrett Opportunity Fund (2006-
present); Branch Chief, Division of Investment
Management, U.S. Securities and Exchange
Commission (2002-2006).

Number of portfolios in fund complex overseen by N/A
Trustee!
Other directorships held by Trustee N/A
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Officers® cont'd

Mark E. Mathiasen
2455 Corporate West Drive, Lisle, IL 60532

Year of birth 1978

Position(s) held with Fund Secretary

Term of office and length of time served Served since November 2010

Principal occupations during the past 5 years Vice President and Assistant General Counsel of

Guggenheim Funds Services Group, Inc., LLC (2007 to pres-
ent). Secretary of certain funds in the Guggenheim fund
complex. Assistant Secretary of the Fund (2007-2010).
Previously, Law Clerk for the Idaho State Courts (2003-2007).

Number of portfolios in fund complex overseen by N/A
Trustee'
Other directorships held by Trustee N/A

Each Trustee also serves as a Trustee of Western Asset/Claymore Inflation-Linked Opportunities & Income
Fund, a closed-end investment company, which is considered part of the same Fund Complex as the Fund. The
Investment Adviser serves as investment adviser to Western Asset/Claymore Inflation-Linked Securities &
Income Fund. Messrs. Nyberg and Toupin also serve as Trustees of Claymore Dividend & Income Fund,
Managed Duration Investment Grade Municipal Fund, TS&W/Claymore Tax-Advantaged Balanced Fund,
Madison/Claymore Covered Call & Equity Strategy Fund, Fiduciary/Claymore MLP Opportunity Fund,
Guggenheim Enhanced Equity Income Fund, Claymore/Guggenheim Strategic Opportunities Fund and
Guggenheim Build America Bonds Managed Duration Trust, each of which is a closed-end management
investment company, Claymore Exchange-Traded Fund Trust (consisting of 25 separate portfolios) and
Claymore Exchange Traded Fund Trust 2 (consisting of 13 separate portfolios), each an open-end management
investment company. Additionally, Mr. Nyberg serves as a Trustee for Advent Claymore Convertible

Securities & Income Fund, Advent/Claymore Enhanced Growth & Income Fund and Advent/Claymore Global
Convertible Securities and Income Fund, each a closed-end investment company. Mr. Gerken serves as
Director/Trustee to 145 other portfolios associated with Legg Mason & Co., LLC or its affiliates. Legg Mason &
Co., LLC is an affiliate of the Investment Adviser.

Member of the Audit Committee of the Board of Trustees.

Member of the Governance and Nominating Committee of the Board of Trustees.

Mr. Gerken is an “interested person” (as defined above) of the Fund because of his positions with subsidiaries of,
and ownership of shares of common stock of, Legg Mason, Inc., the parent company of the Investment Adviser.
Each officer shall hold office until his or her respective successor is chosen and qualified, or in each case
until he or she sooner dies, resigns, is removed with or without cause or becomes disqualified.
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Annual principal executive officer and principal
financial and accounting officer certifications (unaudited)

The Fund’s Principal Executive Officer (“PEQ”) has submitted to the NYSE
the required annual certification and the Fund also has included the
Certifications of the Fund’s PEO and Principal Financial and Accounting
Officer required by Section 302 of the Sarbanes-Oxley Act in the Fund’s
Form N-CSR filed with the SEC for the period of this report.
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Dividend reinvestment plan (unaudited)

The Fund and American Stock Transfer & Trust Company LLC (“Agent”), as
the Transfer Agent and Registrar of WIA, offer a convenient way to add
shares of WIA to your account. WIA offers to all common shareholders a
Dividend Reinvestment Plan (“Plan”). Under the Plan, cash distributions
(e.g., dividends and capital gains) on the common shares are automatically
invested in shares of WIA unless the shareholder elects otherwise by con-
tacting the Agent at the address set forth below.

As a participant in the Dividend Reinvestment Plan, you will automatically
receive your dividend or net capital gains distribution in newly issued shares
of WIA, if the market price of the shares on the date of the distribution is at
or above the net asset value (NAV) of the shares, minus estimated brokerage
commissions that would be incurred upon the purchase of common shares
on the open market. The number of shares to be issued to you will be deter-
mined by dividing the amount of the cash distribution to which you are enti-
tled (net of any applicable withholding taxes) by the greater of the NAV per
share on such date or 95% of the market price of a share on such date. If the
market price of a share on such distribution date is below the NAYV, less esti-
mated brokerage commissions that would be incurred upon the purchase of
common shares on the open market, the Agent will, as agent for the partici-
pants, buy shares of WIA through a broker on the open market. All common
shares acquired on your behalf through the Plan will be automatically credit-
ed to an account maintained on the books of the Agent.

Additional information regarding the plan

WIA will pay all costs applicable to the Plan, except for brokerage commis-
sions for open market purchases by the Agent under the Plan, which will be
charged to participants. All shares acquired through the Plan receive voting
rights and are eligible for any stock split, stock dividend, or other rights
accruing to shareholders that the Board of Trustees may declare.

You may terminate participation in the Plan at any time by giving notice to
the Agent. Such termination will be effective prior to the record date next
succeeding the receipt of such instructions or by a later date of termination
specified in such instructions. Upon termination, a participant will receive a
certificate for the full shares credited to his or her account or may request
the sale of all or part of such shares. Fractional shares credited to a terminat-
ing account will be paid for in cash at the current market price at the time of
termination.

Dividends and other distributions invested in additional shares under the
Plan are subject to income tax just as if they had been received in cash. After
year end, dividends paid on the accumulated shares will be included in the
Form 1099-DIV information return to the Internal Revenue Service and only
one Form 1099-DIV will be sent to participants each year.
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Dividend reinvestment plan (unaudited) (cont’d)

Inquiries regarding the Plan, as well as notices of termination, should be
directed to American Stock Transfer & Trust Company LLC, 59 Maiden Lane,
New York, NY 10038. Investor Relations telephone number 1-888-888-0151.

Schedule of portfolio holdings

The Fund files its complete schedule of portfolio holdings with the SEC for
the first and third quarters of each fiscal year on Form N-Q.You may obtain a
free copy of the Fund’s Form N-Q by calling 1-800-345-7999, by visiting the
Fund’s website (http:/www.guggenheimfunds.com/wia), or by writing to the
Fund, or you may obtain a copy of this report (and other information relating
to the Fund) from the SEC’s website (http://www.sec.gov). Additionally, the
Fund’s Form N-Q can be viewed or copied at the SEC’s Public Reference
Room in Washington D.C. Information about the operation of the Public
Reference Room can be obtained by calling 1-800-SEC-0330.
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Important tax information (unaudited)

The following information is provided with respect to the distributions paid
during the taxable year ended December 31, 2010:

Interest from
Record Federal Tax Return
Date Payable Date Obligations* of Capital
Monthly January 2010-December 2010 71.81%** 20.92%

* Expressed as a percentage net of Tax Return of Capital.

**This Fund has met the quarterly asset requirements for California, Connecticut and New York resident
shareholders.
The law varies in each state as to whether and what percentage of dividend
income attributable to Federal obligations is exempt from state income tax.
We recommend that you consult with your tax adviser to determine if any
portion of the dividends you received is exempt from state income taxes.

Please retain this information for your records.
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Privacy policy

We are committed to keeping nonpublic personal information about you secure
and confidential. This notice is intended to help you understand how we fulfill
this commitment. From time to time, we may collect a variety of personal infor-
mation about you, including:

¢ Information we receive from you on applications and forms, via the tele-
phone, and through our websites;

¢ Information about your transactions with us, our affiliates, or others (such as
your purchases, sales, or account balances); and

¢ Information we receive from consumer reporting agencies.

We do not disclose nonpublic personal information about our customers or for-
mer customers, except to our affiliates (such as broker-dealers or investment
advisers with the Legg Mason family of companies) or as is otherwise permitted
by applicable law or regulation. For example, we may share this information with
others in order to process your transactions or service an account. We may also
provide this information to companies that perform marketing services on our
behalf, such as printing and mailing, or to other financial institutions with whom
we have joint marketing agreements. When we enter into such agreements, we
will require these companies to protect the confidentiality of this information and
to use it only to perform the services for which we hired them.

With respect to our internal security procedures, we maintain physical, electron-
ic, and procedural safeguards to protect your nonpublic personal information,
and we restrict access to this information.

If you decide at some point either to close your account(s) or become an inactive
customer, we will continue to adhere to our privacy policies and practices with
respect to your nonpublic personal information.

| NOT PART OF THE ANNUAL REPORT |




Western Asset/Claymore Inflation-Linked Securities &
Income Fund

Western Asset/Claymore Inflation-Linked Securities & Income Fund
55 Water Street
NewYork, NY 10041

Notice is hereby given in accordance with Section 23(c) of the
Investment Company Act of 1940, as amended, that from time to
time the Fund may purchase at market prices, shares of its
Common Stock in the open market.

The Fund files its complete schedule of portfolio holdings with the
Securities and Exchange Commission (“SEC”) for the first and
third quarters of each fiscal year on Form N-Q.The Fund’s

Forms N-Q are available on the SEC's website at www.sec.gov.The
Fund’s Forms N-Q may be reviewed and copied at the SEC’s Public
Reference Room in Washington D.C., and information on the
operation of the Public Reference Room may be obtained by
calling 1-800-SEC-0330. To obtain information on Form N-Q from
the Fund, shareholders can call 1-800-345-7999.

Information on how the Fund voted proxies relating to portfolio
securities during the prior 12-month period ended June 30th of
each year and a description of the policies and procedures that the
Fund uses to determine how to vote proxies related to portfolio
transactions are available (1) without charge, upon request, by
calling 1-800-345-7999, (2) on the Fund’s website at
www.guggenheimfunds.com/wia and (3) on the SEC’s website at
WWW.SEC.JOV.

This report is transmitted to the shareholders of Western
Asset/Claymore Inflation-Linked Securities & Income Fund for their
information. This is not a prospectus, circular or representation
intended for use in the purchase or sale of shares of the Fund or
any securities mentioned in this report.

American Stock

Transfer & Trust Company
59 Maiden Lane
NewYork, NY 10038

WASX013148-A-(2-11)



