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Investing in the financial markets introduces investors to a variety of securities, each with its own
set of features, rights, and risks. Among the most common investment options are stocks and bonds,
which serve different purposes within a portfolio. While both are fundamental components of the
financial ecosystem, they differ significantly in terms of ownership rights, income stability, and
control. A critical distinction lies in the rights and privileges that come with common stocks
compared to bonds. Specifically, common stocks typically confer certain rights to their
holders—most notably voting rights—that bonds generally do not possess. Understanding these
differences is vital for investors seeking to optimize their investment strategies and align their
holdings with their financial goals.

---

Understanding Common Stocks and Bonds

Before delving into the specific rights associated with stocks and bonds, it is essential to understand
what each security represents and their fundamental characteristics.

What Are Common Stocks?

Common stocks are equity securities that represent ownership in a corporation. When you purchase
common stock, you essentially buy a share of the company's ownership. Stockholders are entitled to
a portion of the company's profits, typically distributed as dividends, and have voting rights that
influence corporate governance. The value of common stocks fluctuates based on the company's
performance, market conditions, and investor sentiment.

What Are Bonds?

Bonds are debt instruments issued by corporations, governments, or other entities to raise capital.
When you buy a bond, you are essentially loaning money to the issuer in exchange for periodic
interest payments and the return of the principal amount at maturity. Bonds are generally
considered fixed-income securities because they usually provide regular, predictable interest
payments, and they have priority over stocks in case of bankruptcy.

---
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The question of what common stocks have that bonds typically do not is central to understanding the
fundamental differences between these securities. The two options under consideration are: I.
Voting Rights and II. Fixed.

Voting Rights: A Key Feature of Common Stocks

What Are Voting Rights?

Voting rights give shareholders the ability to participate in key corporate decisions. These include
electing the board of directors, approving mergers or acquisitions, and making other significant
corporate policy choices. The voting process is usually conducted during annual shareholder
meetings or special meetings called for specific purposes.

Voting Rights in Common Stocks

Most common stocks grant voting rights to their holders, typically one vote per share owned. This
means that shareholders can influence the company's strategic direction and governance. For
example, if there is a proposal to merge with another company or to issue new shares, common
stockholders can vote to approve or reject these proposals.

Why Bonds Do Not Have Voting Rights

In contrast, bonds are debt instruments and do not confer ownership rights or voting privileges.
Bondholders are creditors, not owners. Their primary concern is the repayment of principal and
interest, not corporate governance. Therefore, bonds do not provide any voting rights or influence
over company decisions.

Implications for Investors

The presence of voting rights in common stocks makes them attractive to investors seeking influence
over the companies they invest in. It provides an element of control and participation in corporate
affairs, which bonds do not offer. This aspect can be vital for investors who want a voice in the
company's management and strategic direction.

---



Fixed Income: The Distinction Between Stocks and
Bonds

What Does "Fixed" Refer To?

The term "fixed" generally refers to fixed income, which indicates a predictable stream of income or
returns. Bonds are often classified as fixed-income securities because they pay fixed or variable
interest payments at regular intervals.

Fixed Income Characteristics of Bonds

Bonds typically provide:

Regular interest payments (coupons)

Return of principal at maturity

Predictable income stream

This fixed income feature makes bonds appealing to investors seeking stability and predictable cash
flows.

Do Common Stocks Have Fixed Income?

Unlike bonds, common stocks do not offer fixed income. Dividends paid to stockholders are not
guaranteed and can fluctuate depending on the company's profitability and discretion of the board of
directors. Stockholders may receive dividends that vary in amount and frequency, or in some cases,
no dividends at all.

Why Bonds Have Fixed Income, But Stocks Usually Do Not

The fundamental difference stems from the nature of the securities:

- Bonds are debt obligations; the issuer commits to paying fixed interest and principal, making their
income streams relatively predictable.
- Stocks represent ownership in a company; dividends depend on earnings and management
decisions, making income less predictable.

---



Summary of Key Differences

| Feature | Common Stocks | Bonds |
|---------|-----------------|--------|
| Ownership Rights | Yes, including voting rights | No; bondholders are creditors |
| Fixed Income | No; dividends vary | Yes; fixed or variable interest payments |
| Priority in Bankruptcy | Lower | Higher; bonds have priority over stocks |
| Potential for Appreciation | Yes; capital gains possible | Limited; primarily fixed income |

---

Conclusion: Which Rights Do Common Stocks Have
That Bonds Do Not?

The key feature that distinguishes common stocks from bonds is the presence of voting rights.
Stockholders have a voice in corporate governance, enabling them to influence major decisions and
the company's strategic direction. Bonds, on the other hand, do not provide voting rights because
they are debt instruments that grant creditors a claim to interest payments and principal repayment,
but no ownership privileges or influence.

Additionally, stocks do not typically provide fixed income. The dividends paid to stockholders are
variable and depend on the company's profitability, whereas bonds generally offer fixed or
predictable interest payments. This fixed income feature of bonds makes them suitable for investors
seeking stable cash flows, while stocks are more appropriate for those willing to accept variability
for potential growth and influence.

In summary, the primary rights that common stocks have, which bonds do not, are voting rights. The
"fixed" aspect pertains to bonds' fixed interest payments, which stocks do not guarantee.
Recognizing these differences is crucial for investors aiming to build a diversified portfolio aligned
with their risk tolerance, income needs, and desire for influence.

---

Final Thoughts

Understanding the rights associated with different securities enables investors to make informed
decisions. Whether seeking ownership rights, voting influence, fixed income, or capital appreciation,
knowing the fundamental distinctions between stocks and bonds helps tailor investment strategies
to individual financial goals. While common stocks offer voting rights and potential for growth,
bonds provide stability through fixed interest payments. Balancing these securities within a portfolio
can optimize returns while managing risk effectively.



Frequently Asked Questions

What voting rights do common stocks typically have that
bonds do not possess?
Common stocks typically grant shareholders voting rights, allowing them to participate in corporate
decisions, which bonds do not provide.

Are voting rights exclusive to common stocks compared to
bonds?
Yes, voting rights are generally exclusive to common stocks, whereas bonds are debt instruments
without voting privileges.

Do common stocks offer fixed income returns similar to
bonds?
No, common stocks usually do not offer fixed income; their dividends can vary, unlike bonds which
pay fixed interest.

What does the term 'fixed' refer to in the context of bonds
compared to common stocks?
In bonds, 'fixed' refers to the fixed interest payments and maturity value, whereas common stocks do
not have fixed income or returns.

Can common stocks have fixed dividends like bonds?
Typically no, common stocks may pay dividends, but these are not fixed and can fluctuate based on
company performance.

Why do common stocks typically have voting rights but bonds
do not?
Because common stocks represent ownership in a company, giving shareholders voting rights, while
bonds are debt instruments that do not confer ownership privileges.

In terms of ownership rights, what distinguishes common
stocks from bonds?
Common stocks provide ownership rights, including voting rights, which bonds do not offer, as
bonds are simply a form of debt owed by the company.



Additional Resources
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In the realm of investment securities, understanding the fundamental differences between common
stocks and bonds is crucial for investors aiming to build a diversified and balanced portfolio. While
both serve as vital tools for wealth accumulation and income generation, they come with distinct
features and rights that influence their desirability based on individual investment goals. One of the
most notable distinctions lies in their voting rights and income structures. This article delves into
these key differences, shedding light on what common stocks typically have that bonds do not,
namely voting rights and fixed income characteristics, and explores how these features impact
investor decision-making.

---

The Nature of Common Stocks and Bonds: An Overview

Before examining the specific features, it's essential to understand what common stocks and bonds
fundamentally represent:

- Common Stocks: Equity securities that signify ownership in a corporation. Stockholders are partial
owners of the company and typically have voting rights on corporate matters. They participate in the
company's profits through dividends and potential capital appreciation.

- Bonds: Debt instruments issued by corporations or governments to raise capital. Bondholders are
creditors to the issuer, receiving fixed interest payments over the life of the bond and the return of
principal at maturity. They generally do not have ownership rights or voting privileges.

---

Voting Rights: The Ownership Power of Common Stockholders

What Are Voting Rights?

Voting rights are privileges granted to common stockholders that allow them to participate in crucial
corporate decisions. These rights are embedded in the stock ownership and serve as a mechanism
for shareholders to influence the company's governance.

Significance of Voting Rights

- Election of Directors: Shareholders typically vote on the election of the board of directors, who
oversee management and make strategic decisions.

- Major Corporate Actions: Voting rights are exercised on significant matters such as mergers,
acquisitions, amendments to the corporate charter, or issuance of new shares.

- Shareholder Proposals: Stockholders can propose initiatives or resolutions for consideration at
annual meetings, influencing corporate policies.

How Voting Rights Differ from Bond Holders



Unlike common stockholders, bondholders are creditors, not owners. As such, they do not possess
voting rights or direct influence over corporate governance. Their relationship is contractual,
centered on repayment of principal and interest, rather than ownership.

Practical Implications for Investors

- Control and Influence: Stockholders can exercise control or influence over the company's direction,
aligning with their interests.

- Risk and Reward: Voting rights are a form of residual claim—stockholders are last in line during
bankruptcy proceedings, but they benefit from the company's growth and profitability.

- Potential for Dilution: Issuance of new shares can dilute existing stockholders' voting power, a
consideration for investors concerned with control.

---

Fixed Income: The Nature of Bond Payments

What Does "Fixed" Mean in Bonds?

In the context of bonds, "fixed" primarily refers to the predictable, set nature of interest payments.
Bonds typically pay a fixed coupon rate, meaning the investor receives a predetermined amount of
interest periodically until maturity.

Characteristics of Fixed Income in Bonds

- Fixed Interest Payments: The bond issuer agrees to pay a specified interest rate (coupon rate) at
regular intervals—monthly, quarterly, or semi-annually.

- Principal Repayment: At maturity, the issuer repays the bond's face value (par).

- Predictability: Investors can forecast income streams and plan accordingly, making bonds
attractive for income-focused portfolios.

Contrast with Common Stocks

- Variable Dividends: Dividends paid by common stocks are not guaranteed; they depend on
company profits and discretion of management.

- No Maturity Date: Bonds have a defined maturity date; stocks do not mature and can be held
indefinitely.

- Interest vs. Dividends: Bonds pay fixed interest, while stock dividends are variable and not
obligatory.

Risk and Return Dynamics

While fixed income provides stability and predictable income, it generally offers lower returns
compared to stocks. Bondholders have priority over stockholders in bankruptcy, making bonds less
risky but with limited upside potential.



---

Deep Dive: Comparing Features and Their Impact on Investors

| Feature | Common Stocks | Bonds |
|---------|-----------------|--------|
| Voting Rights | Yes | No |
| Income Structure | Dividends (variable, not guaranteed) | Fixed interest payments |
| Ownership Stake | Yes | No (creditor relationship) |
| Maturity | No | Yes (fixed maturity date) |
| Claim Priority in Bankruptcy | Last (residual claim) | First (creditor claim) |

Why Do Stocks Have Voting Rights That Bonds Do Not?

The core reason lies in their nature as ownership instruments. Stockholders are partial owners, with
voting rights as a fundamental attribute of ownership. These rights empower shareholders to
influence corporate policies, elect directors, and participate in major decisions, aligning their
interests with the company’s governance.

In contrast, bonds are a form of debt. Bondholders are lenders, not owners. Their relationship with
the issuer is contractual, focused on repayment and interest, not control. This distinction explains
why bonds lack voting rights—their role is to provide capital, not influence management.

Why Are Bonds Fixed and Stocks Not?

The "fixed" aspect of bonds pertains to the contractual obligation of the issuer to make regular
interest payments at a set rate. This creates a predictable income stream for investors, appealing to
those seeking stability.

Stocks, on the other hand, do not have fixed dividends. Their earnings and dividend payouts depend
on the company's profitability and management decisions. Stock investors, therefore, accept higher
risk for the chance of higher returns through capital appreciation and dividends that can grow over
time.

---

Strategic Considerations for Investors

Understanding these distinctions helps investors align their portfolios with their financial goals:

- Income Stability: Bonds' fixed interest payments make them suitable for conservative investors or
retirees seeking steady income.

- Growth and Control: Common stocks, with voting rights and potential for capital appreciation,
appeal to investors aiming for growth and influence over corporate governance.

- Risk Management: While stocks offer higher return potential, they come with increased volatility
and risk. Bonds provide safety and income but limit upside.

- Portfolio Diversification: Combining stocks and bonds can balance risk and reward, leveraging the
unique features of each.



---

Summary: The Key Takeaways

- Common Stocks Have Voting Rights: Shareholders can vote on important corporate matters,
influencing management and strategic decisions. Bonds do not confer such rights because they are
debt instruments, not ownership.

- Bonds Have Fixed Payments: Bonds offer fixed interest payments and a return of principal at
maturity, providing predictability. Stocks do not guarantee dividends, and their returns are variable.

- Implications for Investors: These features impact risk profiles, control, income stability, and overall
investment strategy. Recognizing these differences enables informed decision-making aligned with
individual financial objectives.

---

Final Thoughts

The distinction between common stocks and bonds, particularly regarding voting rights and fixed
income, underscores the diversity of investment options available. While stocks offer ownership and
influence, bonds provide stability and predictable income. An astute investor understands how these
features complement each other within a diversified portfolio, balancing risk and reward to achieve
long-term financial goals. As markets continue to evolve, grasping the fundamental rights and
characteristics of these securities remains a cornerstone of sound investment practice.
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