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1. Why do corporations issue stock? Why do investors buy that stock?  (10 points)
The reason that a company issue stock is when it’s a time at some point they needs to raise money. To do this, companies can either borrow it from somebody or raise it by selling part of the company, which is known as issuing stock. A company can borrow by taking a loan from a bank or by issuing bonds which both methods considered as debt financing. On the other hand, issuing stock is called equity financing. Issuing stock is advantageous for the company because it does not require the company to pay back the money or make interest payments along the way. All that the shareholders get in return for their money is the hope that the shares will someday be worth more than what they paid for them. The first sale of a stock is called Initial public offering.

2)      How do interest rates in the economy affect the price of a corporate bond? (10 points)
	Most of the corporate bond payment’s fixed so when the market interest rate rise higher than what the coupon rate is, investors would usually sell out their bonds since it’s not worth holding for and cause the price of bonds to drop, vice versa

3)     How important is the investment objective as stated in the fund’s prospectus? (Extra Credit 5 points)
	A mutual fund prospectus like an owner’s manual is to a car. If you want to learn more about what lies under your mutual fund, you probably want to look at the prospectus. The goal of the fund is defined in the prospectus. Each mutual fund has a different goal. One fund may have a goal of income with preservation of capital while another fund’s goal might be long-term capital appreciation. It sometimes can give an overview of the risk that the mutual fund is taking since a fund that invest in bond’s probably less risky than the one which investing in stock market.

