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Preferred stock
Preferred stock’s price behaviors are similar to bond’s price behavior. Preferred stock resemble bonds in many ways. For example, like bond holders, holders of preferred stock do not have voting rights except in rare circumstances with some companies. Also, the prices of preferred stock fluctuate in the same manner to how prices of bonds fluctuate. Like bonds, investors view preferred stock as an income security (Hartzmark & Seyhun, 2014). Like common stock holders, preferred stock holders are entitled to a dividend after net income calculations. Investors are attracted more by interest-bearing securities paying the higher rates than existing preferred shares or bonds especially when market interest rates are high. Preferred stock is legitimately equity, but sometimes it behaves like a debt. In such a case, it is viewed as a hybrid.  Therefore, we can conclude that preferred stocks are a hybrid of common stocks and bonds.
Investing cash flows are the ones associated with preferred stock. Since it is possible to redeem preferred stock after a certain period, they can be associated with investing cash flows. Investing cash flows arise from company’s investment. Companies can rely on preferred stock for investment hence preferred stock can be part of investing cash flows (Bratton et al., 2012).
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