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Figure 1. US: Ratio of value of fixed tangible assets to NDP. 
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The Constituents of NTV 

Figure 2. US: TFP's share of investment and contribution to growth. 
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Figure 3. US: Variance compression of real equity returns 1801 to 2013. 
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Figure 4. US: Real equity returns over previous 30 years. 
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Figure 5. US stock market value.  
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Figure 6. US: Business investment and the cost of equity. 
 

 

 

-1.2

-1.0

-0.8

-0.6

-0.4

-0.2

0.0

0.2

0.4

-1.0

-0.8

-0.6

-0.4

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

1929 1936 1943 1950 1957 1964 1971 1978 1985 1992 1999 2006 2013

Bu
si

ns
ss

 to
ta

l a
nd

 ta
m

gi
bl

e 
in

ve
st

m
en

t a
s 

%
 o

f G
D

P 
at

 c
ur

re
nt

 p
ric

es
 to

 th
ei

r o
w

n 
av

er
ag

es
 (l

og
 n

um
be

rs
)

St
oc

k 
m

ar
ke

t v
al

ue
 (q

to
 it

s 
ow

n 
av

er
ag

e 
lo

g 
nu

m
be

rs
)

q Business investment Tangible investment



World Economics • Vol. 18 • No. 2 • April–June 2017 

 

 
Testing the Model 

Figure 7. US non-financial companies' profit margins. 
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Table 1. Changes in measurable constituents of NTV.  
 

  1949 2015 
Profit margins  23.70% 24.00% 
Leverage  23% 91% 
Short-term nominal interest rates  1.10% 0.23% 
Long-term nominal bond yields 2.36% 1.89% 
Short-term real interest rates  1.90% -0.90% 
Long-term real bond yields  3.20% 1.00% 
Corporation tax with IV and CC 36.50% 32.60% 
Corporation tax without IV and CC  36.20% 24.50% 
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Figure 8. US: Capital stock per employee and its average age. 
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Figure 9. US: Changes in the growth rate of net corporate debt and with 
NTV's share of investment. 
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Implications for Growth 

Figure 10. UK and US: Labour productivity. 
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Figure 11. US: Annual % changes in the volume of the capital stock. 
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Figure 12. US: Volume capital/output ratio and average age of the capital 
stock. 
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Table 2. Changes in US capital stock measured by volume and GDP. 2009 
prices.  
 

2016 tangible investment  $2,410 bn 
2015 tangible capital stock  $8,6761 bn 
1993 tangible investment  $1,507 bn 
Net addition to capital stock volume  $904 bn 
Increase in the capital stock with no change in average age 1.04% 
Increase in NDP with unchanged capital/output ratio  1.04% 
Increase in numbers of people of working age  0.40% 
Increase in capital stock per person at work, assuming no 
changes in participation or unemployment rates 0.64% 
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Improving TFP 

Figure 13. US: Investment in intellectual products and TFP's contribution 
to growth of NDP. 
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Figure 14. US: Non-financial companies' intangible investment as % of 
total. 
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Figure 15. US: Government investment in intellectual products and TFP's 
contribution to NDP growth. 
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Table 3. R2 correlations between interest rates, bond yields and tangible 
investment.  
 

Real short-term interest rates  0.07 
Nominal short-term interest rates  0.36 
Real long-term bond yields  0.02 
Nominal long-term bond yields  0.28 

 

mailto:ray.fair@yale.edu
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Figure 16. US: Non-financial companies' leverage. 
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Table 4. Correlations between US non-financial companies’ tangible 
investment and effective corporation tax.  
 

Coefficients of correlation  Coincident 
Investment 
one year 

later 

Investment 
two years 

later 
Q1 1952 to Q4 1999 –0.62 –0.63 –0.6 
Q1 2000 to Q4 2016 0.6 0.22 –0.18 
R2 
Q1 1952 to Q4 1999 0.39 0.39 0.36 

Q1 2000 to Q4 2016 0.36 0.05 0.03 

 

Figure 17. US: Non-financial companies' tangible investment and tax 
rate. 
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Figure 18. US: Non-financial companies' RoE and tangible investment. 
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Table 6. Measurable constituents of NTV in 2000 and 2016  
 

  2000 2016 
Interest rates  5.2 0.05 
Net corporate debt as % of net output  80.28 89.44 

Gross corporate debt as % of gross output  90.25 98.85 

Tax rate with IV and CC  41.81 37.77 
Tax rate without IV and CC  32.43 25.3 
Profit margins  15.49 20.5 

 

Table 5. R2 correlations between non-financial companies’ fixed tangible 
investment and their RoEs. 
 

  Coincident Investment one 
year later 

Investment two 
years later  

Q1 1952 to Q4 1999  0.26 0.38 0.4 
Q1 1972 to Q4 1999 0.54 0.76 0.82 
Q1 2000 to Q4 2016  0.01 0.17 0.25 
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Conclusions 

                                                           

Table 7. US average CEO remuneration $ millions at 2000 prices.  
 

  Total Of which % 
salary % bonuses, etc. 

1992 2.3 42 58 
1994 2.8 34 66 
1996 3.6 28 72 
1998 4.9 23 77 
2000 6.4 17 83 
2002 6.3 20 80 
2004 6.5 17 83 
2006 7.0 16 84 
2008 6.1 17 83 
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