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Abstract: A corporate bond with sinking fund is a bond whose
issuer should put some future profit into a sinking fund to
guarantee the payment of corporate bond’ s principal and
interest. This bond has the nature of advanced redemption.
Because that will result in the jump of its assets, this paper
derives the no-default probability before the extraction of the
sinking fund and the conditional distribution of issuer’s assets
after then, and in the frameworks of the first passage time
model, bond pricing formulas are obtained. Then the financial
meanings are analyzed by numerical results.
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