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1.Why do corporations sell bonds?

	The reason that company issue bond is when they need to raise money. Bond is a debt instrument that have similar concept like a bank loan. Company can get the lower rate of borrowing when compare with they borrow from the bank.

2.What are the differences among a debenture, a mortgage bond, and a subordinated debenture?

[bookmark: _GoBack]	The key different is how each bond back up by asset or not and the criteria when those bond are default. Debenture bonds are not backed by any collateral, but, in the event of a default, have a general claim on the otherwise unpledged assets of the issuer. For The mortgage bond is a Bonds backed by collateral are the safest bonds in that the purchaser receives the collateral in the event of default. Subordinated debenture bonds are not backed by collateral and have a general claim after debenture bondholders have been paid. In the event of a default, owners of subordinated debenture bonds are the last bondholders in line to receive any funds. Other factors being equal, subordinated debenture bonds pay the highest return, followed by debenture bonds, followed by bonds backed by collateral.


3.    Why would an investor purchase a convertible bond or a high-yield bond?
       
 Purchasing high yield bond or convertible bond can help to create the diversify portfolio for the investor. Furthermore, convertible bond gives an option for investor to convert their bond into stock and can make profit from increase in equity price in the future. For high yield bond it can give bond holder higher return and help investor to diversify their portfolio in any circumstance.

4.    Describe three reasons a corporation would sell convertible bonds.

The first reason that corporation issues a convertible bond to take advantage of reduced interest rates, since the presence of the conversion option provides upside potential for the bondholders, and these bonds tend to demand lower interest rates compared to standard nominal bonds. 

The second advantage of issuing convertible bonds is the tax deduction of interest, which lowers the cost of capital for a company. Also, as the bonds are converted to equity, a company has no more obligations

The third reason is that convertible bond will help corporation to delay equity financing since it takes time for bondholder to convert the bond.

5.    Explain the methods that corporations can use to repay a bond issue.
	In the case of bond are callable, the company might pay extra premium with principal.
To prevent the case that company can’t pay back there are two methods. The first method is sinking fund which company I required to set another fund in a saving account periodically to meet the threshold that company can repay the principal. The second method is serial bond which company will issue bond with different maturity at the same date the concept sound similar to people use several credit card to pay debt. 
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