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1.    Why do corporations sell bonds?
[bookmark: _GoBack]Answer	Corporations sell bonds to raise money or to obtain financing. Corporations issues bonds instead of borrowing from the bank because interest rate that they pay for bond is lower than interest rate that they have to pay for the bank.

2.    What are the differences among a debenture, a mortgage bond, and a subordinated debenture?
Answer	Debenture, mortgage bond and subordinated bond are debt instruments that can be issued by a corporation and can be used to raise money. The difference among these three is that for debenture, it is unsecured since it is backed only by the reputation of issuer or corporation. Moreover, it is more specific purpose than bond such as to pay for expenses or to pay for expansion and commonly issued to raise money in short term. For mortgage bond, it is a secured bond that can be backed by assets or collateral of property for example real estate, stock and equipment that owed by the company. If the company defaults on the bond, the bondholder will receive the collateral. For subordinated debenture, it is similar to the debenture which is also unsecured. It gives the bondholder a secondary claim or repayment is paid after mortgage or debenture bonds. It means that among these three subordinated debenture has the higher risk which will be offered with higher interest rate. While the mortgage bond has the lower risk, it will be offered with the lower interest rate.

3.    Why would an investor purchase a convertible bond or a high-yield bond?
Answer	Invertors purchase a convertible bond because it gives the bondholder an option to convert or exchange the bond for a specified number of shares of common stock of the company. Therefore, convertible bondholder will benefit from increasing in stock price of the company. Investors also purchase a high-yield bond since it gives a higher interest rate but it comes with higher default risk.

4.    Describe three reasons a corporation would sell convertible bonds.
Answer	1. Corporation sells convertible bond to raise fund.
		2. Corporation sells convertible bond since the cost of borrowing is lowered from tax deduction interest.
		3. Corporation sells convertible bond to reduce interest rates.


5.    Explain the methods that corporations can use to repay a bond issue.
Answer	Corporations can repay a bond issued by two methods. The first method is called sinking fund. The corporations have to deposit money in to account in order to make sure that they can pay back at maturity of the bonds. The second method is when corporations issue a serial bond where a portion of the total number of bonds are paid off each year. As a result, the total amount of the debt decrease.
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