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a. Profits from domestic operations with inventory valuation and capital consumption adjustments, divided by GDP of the nonfinancial corporate sector 
b. Sum of net sales and net exchanges. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; Board of Governors of the Federal Reserve System; DRIIMcGraw-Hill; and 
Investment Company Institute. 

. . I h e  current espansion has Ixen retirement of eqnity through s t o ~ l i  mi~tual-fi~ncl gron;th has heen 
ct1ar:~cterizecl 1,). a n  estraorclil-iary repiischases ancl mergers. l 'he fi- I,uoyecl l ~ y  strong sa\.ings llo\vs. 
aclv:ince in lx~siness in\.estment. fi- n:~ncing g:ip for this sector-the ex- The Fecleral Reser\.e's most recent 
n:~nced thl-o~igh I>oth strong cash cess of in\-estment over intern:~lly si1n.e). of 1,usiness lending re\.ealecl 
f l o ~ ~  and s ~ ~ i ~ s t ; ~ n t i a l  l)orro\\-ing. ge~lerated f~ncls-has \videnecl th:~t the spl-eacls I~et\veen loan ancl 
Econon~ic profits (I>ool.: profits d ter  o\;er the past year. Nonfinancial cor- market I-ates Ilave helcl steacly till- all 
inventory \.aluation anel capital con- p o ~ ~ t i o n s  ha\-e tlli~s increaseel their sizes o f  loans, \\.ith spre:~cls Sor large 
s~lmption :~djustments) of not1fin:in- cleht ancl. gi\.en the plentiful S C I I > P I ~  10;111s near the lo\ver encl of the 
ci:il clomcstic firms ha\,e incre:tsecl of creclit. 11x1-e clone so at relati\.ely lange seen in the p:ist clecade. Ancl 
to more than 13(H.;, of their o ~ ~ t p ~ ~ t ,  h~~.ora l~Ie  terms. after ),c:~rs ol' restr~~ct~lring.  I>anlis 
the higl~est sl1:u.e in over LO yc:~rs. Interest ~xtes  011 110th in~.estment- :]re in a goocl position to Icncl. Their 

tiol>ust profit gro\vth. ho\\.evcr, gmcle and higher-)-ielding I>oncls profits have been strong. :~nd their 
has not heen s~~tl'icient to 1'in:lnce 11:1\.e stayecl Ion- it1 the face of' solicl n t e s  of return on ecl~~ity and assets 
170th the in\.estmcnt l~oorn ancl the in\-esior clern;~ncl. Stocli :mcl I>oncl are high. 
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