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1.    Why do corporations sell bonds?
	Ans Corporations sell bonds in order to raise funds and increase shareholder wealth. This allows for firms to finance certain projects instead of borrowing from the bank.

2.    What are the differences among a debenture, a mortgage bond, and a subordinated debenture?
	Ans A debenture is an unsecured loan, which is not secured by collateral but is backed by general credit. However, a mortgage bond is a type of secured bond backed by collateral usually a real estate or some type of property subjected to a mortgage.  In event of a bond default, you can foreclose the property that is used as collateral for the mortgage bond, hence the name “Mortgage.” A subordinated debenture is a type of loan or bond that ranks lower than the rest. Thus, in the case of default, the creditor would not receive payment until the other senior creditors are paid. It is also unsecured like a normal debenture and unlike the mortgage bond. 


[bookmark: _GoBack]3.    Why would an investor purchase a convertible bond or a high-yield bond?
	Ans A convertible bond is a bond that a creditor can convert into a company’s common stock after a certain period of time.  An investor would want to purchase this convertible bond initially when the stock prices are growing in order to benefit from the conversion between the bond and stocks. An investor may want to purchase a high yield bond in several scenerios. The first scenario is when the investor would like to diversify his portfolio. The mix between a treasury bond or risk free bond and that of a risky and premium bond will offer a higher return with the same amount of risk to the investor. Another scenario for an investor to purchase a high-yield bond is when he/she knows that the company is not likely to default on the bond. This allows for a discounted and high-return bond with only some risk associated. 

4.    Describe three reasons a corporation would sell convertible bonds.
	Ans The first reason a corporation would want to sell a convertible bond is when the availability of internal funds is low relative to the total financing needs of the company. Thus, to raise funds, the company would issue convertible bonds. Another reason is based on the current market price of the company. If the stock prices are decreasing, the company is not at risk if the investor chooses to convert the bond into stock. Also, the cost of bonds, relative to equity, is significantly lowered by the deductibility of interest payments. The third and final reason why a corporation would want to issue a convertible bond is because the company is trying to appeal to a large degree of investors. In order to do so, the company must offer several different types of securities. 

5.    Explain the methods that corporations can use to repay a bond issue.
	Ans There are a few methods a corporation may use in order to repay a bond issue. One of these methods is issuing more stock. This will increase revenue, which can be used to repay the investor. Another method is to repurchase stock. This decreases the amount of shareholders, which will in turn raise the price of the stock. This will then cause more investors to purchase the stock and revenue will also increase to repay the bond. Finally, the company could issue more bonds in order to raise capital for the repayment of a mature bond. 	
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