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1. Why do corporations sell bonds?
Because the corporates want to raise the fund, they tend to sell bond or issue share because it is a cheaper way for the corporation to borrow money and do invest in a project yield that yield higher return that paying it out for the bondholder, thus the company can also retain control of the corporation since the bondholder do not have a right to vote in a project.
2. What are the differences among a debenture, a mortgage bond, and a subordinated debenture? 
[bookmark: _GoBack]The main difference between mortgage bonds and debenture bonds is collateral. The mortgage bond is collateralized by something that has value and can be sold to pay the bondholders if the company defaults on payment of that bond or goes through bankruptcy. Debentures have no such collateralization. They are unsecured debt, backed only by the full faith and credit of the issuing company. If investors receive only the issuer's promise to pay, they typically require a higher interest rate than they would require buying a collateral-backed bond.
Debenture Bonds –  Unsecured bond that are backed only by the issuing company's ability to pay timely interest payments and, at maturity, return the principal.
Mortgage Bonds – Secured bonds that can be backed by various assets such as real estate, stocks, bonds, and operating equipment owned by the company. 
Subordinated Debenture Bonds – Unsecured bonds that give bondholders a secondary claim of interest payments, repayment, and assets of the company after mortgage and debenture bonds have been repaid.
3. Why would an investor purchase a convertible bond or a high-yield bond? 
Convertible bond is a type of bond that the holder can convert into a specified number of shares of common stock in the issuing company or cash of equal value.
The reason that investor would buy convertible bonds because If the company does really well, and the stock price rises, normal bondholders gain nothing but, convertible bondholders can convert their bonds to the stock of the company by the amount according to the condition and share some returns. Moreover, this bonds also have the highest priority among bonds so in the case of failure, this bonds is the safest ones.

High-yield bond is a high paying bond with a lower credit rating than investment-grade corporate bonds, Treasury bonds and municipal bonds. Because of the higher risk of default, these bonds pay a higher yield than investment grade bonds.
	The reason that investor would buy high-yield bond because yield higher return than investment grade bond. So risk lover investor would try this bond because of higher return.
4. Describe three reasons a corporation would sell convertible bonds
1. The availability of internally generated funds relative to total financing needs. Such availability, in turn, is a function of a company's profitability and dividend policy.
2. The current market price of the company's stock, which determines the cost of equity financing. Further, the cost of alternative external sources of funds (i.e., interest rates) is of critical importance. The cost of borrowed funds, relative to equity funds, is significantly lowered by the deductibility of interest payments (but not of dividends) for federal income tax purposes.							3. The different investors have different risk-return tradeoff preferences. In order to appeal to the broadest possible market, corporations must offer securities that interest as many different investors as possible. Also, different types of securities are most appropriate at different points in time.

5. Explain the methods that corporations can use to repay a bond issue. 
	Issuing the callable bonds is one of the way to repurchase the bond because the company can pay the par value to the bondholders and get back their bonds and issue new one with lower rate. Companies do this because the interest rate of borrowing from bank is lower than paying for bond. Sinking fund is another repay method by setting money aside annually to pay off the bonds at maturity. So the bondholders get some par money faster.
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