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1. Why do corporates sell bonds?
Bonds are just an alternative for corporates to raise money they need to finance their company, but bonds are often more attractive than others. In comparison with loans provided by banks and other types of financial intermediary, bonds coordinate corporates to most efficient investors directly through contracts, without reliance on intermediaries who often charge interest rate higher. Bonds give corporates more freedom to minimize cost of interests, thus can lead to higher profit. 
In comparison to stocks, bonds issuance is more attractive to stock issuance in a sense of ownership exchange. In order for corporates to issue new stocks in stock circulation, corporates must pass the vote of the board of directors, giving corporates less freedom to exercise their own financial options. Even though, new stock issuance passes the meeting of the board, there is another downside to corporates. As corporates issue new stocks to large original stock pool, earning per share can decrease drastically. Investors often use EPS to measure corporates healthiness, thus by issuing new stocks may not be a good option for corporates, but bonds can be reissued as long as corporates can find new lenders. 
2. What are the differences among a debenture, a mortgage bond, and a subordinated debenture?
The main difference between debenture and mortgage bond is collateral. Debenture is a debt that depends solely on faith and trust between corporates and lenders. Mortgage bond, on the other hand, is backed by secure assets possible to be sold at market price. Even corporates go bankrupt, secure assets can be sold and return portion of loan amount back to lenders. 
Subordinated debenture is a debt that rank below other securities in term of claim on assets or earning. Lenders who hold subordinated debenture must let senior holders get a claim on assets or earnings first before they have a right to claims.
3. Why would an investor purchase a convertible bond or a high-yield bond?
The investor would purchase, because it gives the investor an option to hold right to exercise bonds to be stocks. If stock of corporates grows imminently, the more the investor is better off. The investor may not like the feature that typical bonds give. By its nature, bonds are security with low liquidity in comparison to stock although bonds are much safer than stocks. Investors who seek for safe, but liquid securities might consider this type of bonds.
4. Describe three reasons a corporation would sell convertible bonds.
1. Corporates with low rating can issue convertible bond to lower cost of debt
2. Management team who does not want to lose voting rights can use convertible bonds to maintain them although it is temporary.
3. Bond interest is deductible expense and can be used as tax shield.


       5. Explain the methods that corporations can use to repay a bond issue.
	Corporates repay bond issue through 2 channels: coupon payment and par payment. Coupon payments are paid by corporate to lenders every specified period which is stated in contract. Par is an initial lending amount which is repaid back to lender at time to maturity. Coupon acts as interest payment while Par is initial lending. Coupon payment can be paid annually, semiannually, or quarterly depending bond contracts.
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