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Large corporations could not have grown to their present size without
being able to find innovative ways to raise capital to finance expansion.

RATINRIKEEE L IREEEIT RANAS | RAERIKEIERIRERT,
Corporations have five primary methods for obtaining that money.
NEEEXERERHATERSM,

Issuing Bonds

KATIRES

A bond is a written promise to pay back a specific amount of money at a
certain date or dates in the future.

%@%ﬁﬁ%—ﬁ\ﬁdﬁ , BFFEERRNE—RSE R R EEMN—ERESMm

In the interim, bondholders receive interest payments at fixed rates on
specified dates.

EIXZRI , REFEASEEEHREIEEFZRINFE.
Holders can sell bonds to someone else before they are due.
EREFRIERZ R , FEARLUBREFREGEMA.

Corporations benefit by issuing bonds because the interest rates they must
pay investors are generally lower than rates for most other types of
borrowing and because interest paid on bonds is considered to be a tax-
deductible business expense. However, corporations must make interest
payments even when they are not showing profits.

REIRITEREFRENATER , B EXM S PR EEREASTRIFIERE
BEFSTNPEHER | BIMIE A EESRIFI B A2 — el LA TR
B, AN, MRATRERF | UKIBRESAIFE.

If investors doubt a company's ability to meet its interest obligations, they
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either will refuse to buy its bonds or will demand a higher rate of interest to
compensate them for their increased risk. For this reason, smaller
corporations can seldom raise much capital by issuing bonds.

NRIRBAEBMNRE—RABBITIFIENGZRIEES |, 1B ASEBESLERIRES |
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BATIRE R,

Issuing Preferred Stock

BATIS R

A company may choose to issue new "preferred” stock to raise capital.
—RA B LUEREIE &I THTRI T KRR,

Buyers of these shares have special status in the event the underlying
company encounters financial trouble.

SERXATBRIVSIIEE , XERDINWIEZBRTRIIIR.

If profits are limited, preferred stock owners will be paid their dividends
after bondholders receive their guaranteed interest payments but before
any common stock dividends are paid.

MRABIFEBIR |, LARIFEESERSIFAEEREGHRINARZEERE
i INIRR | XZREERFFEE T SREMIINRE.

Selling Common Stock
ErEERk

If a company is in good financial health, it can raise capital by issuing
common stock.

MR—RLNENMSINRRER | EReeBY I TEEIRRRIEA.

Typically, investment banks help companies issue stock, agreeing to buy
any new shares issued at a set price if the public refuses to buy the stock at
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a certain minimum price.

BE , KERITEENATAITRS | IRAKERU—MFENRENTEELX
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Although common shareholders have the exclusive right to elect a
corporation's board of directors, they rank behind holders of bonds and
preferred stock when it comes to sharing profits.

BASERSFEEEEFNTEERNBEEEAN , ENESZFERUHEME
FEFFaEEMLERIFEEZRE.

Investors are attracted to stocks in two ways. Some companies pay large
dividends, offering investors a steady income. But others pay little or no
dividends, hoping instead to attract shareholders by improving corporate
profitability -- and hence, the value of the shares themselves.

QREBHTRMREHRROES R, —EATSXOARENKRE  ARAECE
—EREAMIAN. B—ENMCHRDRIRE |, BiERUIKRER | IFEEITIE
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In general, the value of shares increases as investors come to expect
corporate earnings to rise.

RURSRIR , SRBBANLTRASEN , RIOHINMEESTS.

Companies whose stock prices rise substantially often "split" the shares,
paying each holder, say, one additional share for each share held.

LR KIBLFRINTEES "D RiD , LSS M ROIIFEAZSIHE
ERIERAD .

This does not raise any capital for the corporation, but it makes it easier for
stockholders to sell shares on the open market.

XAFRENETHEESTE | BRAIRDEFEEERZELA AN LRZIXE
BRAD

In a two-for-one split, for instance, the stock's price is initially cut in half,
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attracting investors.

Blan , E—o RTRIDEIF , BRINM—TFREE | XSRS IREE.
Borrowing

(=559

Companies can also raise short-term capital -- usually to finance inventories
-- by getting loans from banks or other lenders.

NEIRREBEE MRITEEEMERA RIS EEHET , XEFIESEITAUS
et

Using Profits
{ERERE

As noted, companies also can finance their operations by retaining their
earnings.

IFIN EESH , AEdLBYBEFRE R IBECRIEESERE.

Strategies concerning retained earnings vary. Some corporations, especially
electric, gas, and other utilities, pay out most of their profits as dividends to
their stockholders.

IREFRm B RIRIBERS., BEhl , SRR, RASIUREMATLSR
BNSRAXRESFES B CRRDIFEEIRRRE.

Others distribute, say, 50 percent of earnings to shareholders in dividends,
keeping the rest to pay for operations and expansion.

Hitt A BN T gEAS0%IFELEIR N IFERIRARE | REER THRTATRIZE
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Still, other corporations, often the smaller ones, prefer to reinvest most or
all of their net income in research and expansion, hoping to reward
investors by rapidly increasing the value of their shares.
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