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1.) Why do corporations sell bonds?
	In order for a corporate to raise fund, it can either issuing stocks or bonds. Each of them has different advantages and disadvantages. There is no limit on both issuing bonds and stocks. Here I will give you some benefits as a result from issuing bonds. First, it can assist with the problem of dilution effect since issuing bonds does not affect the ownership side. Therefore, once a corporation issues bonds, it is that the bondholders act as creditors not owners of the company. Second, issuing bonds can help with tax deduction since the principal amount is a loan and does not increase the corporation’s taxable income. Therefore, tax can be deducted. Third, as a corporation issues bond, there is fixed maturity date, in which the issuers will know in advance both the exact amount of loan and the date.

2.) What are the differences among a debenture, a mortgage bond, and a subordinated debenture?
	A Debenture is a type of bond that does not use collateral, which views as riskier than the ones with collateral. The risk means the bond issuers need to pay higher interest. It is also considered as “unsecured long term debt”. Meanwhile, a subordinated debenture is quite the same as debenture in terms of characteristics, but it is paid as a subordinated issue. It is inferior to a debenture in the case of insolvency. On the other hand, a mortgage bond is a bond collateralized by a pool of mortgage, in terms of real estates. In the case of insolvency, these collaterals may be sold to pay back holders. 

3.) Why would an investor purchase a convertible bonds or a high yield bond?
	The main characteristic convertible bond that investors view is that it is a bond with special feature attached. The attachment is like a stock option hidden, which investors can convert from bonds into stocks in anytime at predetermined price.  

4.) Describe three reason a corporation would sell convertible bonds?
1.) It can delay dilution effect, as it is first issued as a bond. Therefore, first convertible bondholders are creditors, but later as they convert they will become owners.
[bookmark: _GoBack]2.) The company can offer a lower coupon late as the bond has an option like stock option, which is beneficial for the holders. 
3.) There will be more operating income since the corporation only share operating income when the corporation is in a good situation, as holders are likely to convert convertible bonds during a good time.




5.) Explain the methods that corporations can use to repay a bond issue
           There are two methods that corporations can use to repay a bond issue. If it is a callable bond, the corporations have the right to return the principal and cease all interest payments before the bond matures. Therefore, the company needs to have methods to repay a bond issue. The first way is sinking funds, beginning with the corporation deposits money with independent trustee in order to be able to repay the principal when needed. The second way is serial bonds, whereas the principal is repaid regularly with different maturity. In this way, the corporations can repay principal of the bonds in different maturity with those repaid from sinking funds.
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