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1. Why do corporations sell bonds?
Corporations sell bonds to raise the money since bonds are considered as a cheaper financial instrument for corporations to borrow money, in which it corporations pay less interest rate to investors compared to other financial insturments. The ability to borrow money at a low interest rate generates higher benefit, invest in growth, infrastructure, and other projects. 

2. What are the differences between a debenture, a mortgage bond, a subordinated debenture?
The differece between debenture and mortage bond is the collateral and the return of each instruments. For debenture, it is a long-term unsecred bond wihtout collatral. It is only backed by credit of issuing company. So debentures provide a pretty higher risk, which provides the higher return. For a mortgage bond, it is a secured bond that is collateralizd with by something that has value and can be sold to bondholder if company defualts on payment. Thus, less risk of mortgaga bond provides lower return compared to debentures. For subordinated debenture, it is also an unsecured bond without collateral, similar in charater with debenture. However, this type of debenture is riskier than debenture and lower priority to repay than other bonds in the case of liquidation. 

3. Why would an investor purchase a convertible bond or a high-yield bond?
A convertible bond is a bond that holders can convert it into common stock of the issuing company. For investors, they can trade the bond for common stock and achieven potentially high dividend the company is performing at the time of trade. Moreover, investors can trde those stocks freely and hold a right shareholder should get. Also, convertible bond’s value will not fall lower than the price at which the yield would be on par. On the other hand, high-yield bond is a high yield bond with low credit rating than investment grade corporate-bond. This type of bond can also reduce the risk of low credit rate bond in portfolio since it would give high return to the investors.

4. Describe three reasons a corporation would sell convertible bonds
First, selling convertible bonds are deductible expense for the company. Company can use the amount of issued to reduce the tax payment. Second, convertible bonds have a low interest rate so company can obtain capital to grow the business at lower rates. Third, company debt will be gone if the bonds are converted into common stocks. 

5. Explain the methods that corporations can use to repay a bond issue. 
[bookmark: _GoBack]The corporations can repay the bond issued by issue callable bond. This usually happens when the interest rate has declined. The company usually retires high interest rate since the company wants to refinance this debt at a lower interest rate so the company call for its current bond and reissue them at a lower interest.  By repaying a bond issued, the company has to pay the premium of the bond since the bond has not yet reached the maturity date. 
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