
CHAPTER 19

BONDS AND MUTUAL FUNDS
Corporate Bonds
When you buy a corporate bond, you are basically loaning money to a company. There are four types 
of corporate bonds that you can evaluate to best suit your investment goals.

Corporate 
Bonds

Debentures

Subordinated 
Debentures

Mortgage Bonds

Convertible 
Bonds
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CHAPTER 19

BONDS AND MUTUAL FUNDS
Bond Ratings
There are four quality ratings used for judging the security of a bond investment. Understanding 
these ratings can go a long way in making smart investments.

Bond Ratings

High-grade—best 
quality, most secure

Medium-grade—has 
favorable attributes, 
adequate security

Speculative—some risky 
elements, cannot be 
certain of principal and 
interest payment

Default—unlikely to be 
repaid, highly risky, poor 
investment
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