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RETAINED PROFITS AND
DEPLETION ALLOWANCES

DEPRECIATION AND
AMORTIZATION ALLOWANCES

Since 7950, depreciation al-
lowances have mounted
steadily; they account for an
increasing share of the
sources of corporations’ in-
ternal funds.



Depreciation Allowances

As a Source of Corporate Funds
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Table 1
SOURCES OF FUNDS OF NON-FINANCIAL CORPORATIONS
1950-1956

(Billions of dollars)

1950 1961 1952 1953 1954 1955  1956*

Internal Sources;

Retained profits and depletion allowances. .. . 12.4 9.1 6.4 65 57 8.8 8.0

Depreciation and amortization allowances... . 7.8 9.0 104 118 133 148 165

Total internal SOUICES......covvvvvvesssvessssessens 202 181 16.8 183 190 236 245
External Sources:

Change in Federal income tax liability........... 72 44 —28 4 - 35 28 - 10
Other liabilItieS.. ..oz 1.0 19 2.4 2.2 3 LT 1.5
Change in bank loans and mortgage loans.... 2.6 5.4 3.1 5 - 9 44 6.0
NEL NEW ISSUBS.....vvvovvvsscsssesssssssssssssssssssisssssesen 37 6.3 79 1.1 59 7.0 8.0

Total external SOUFCES.......umvvvrsvvssissssiinnn 145 180 106 102 1.8 159 145

TOtal SOUICES....vvvviivvrsissssssssssissssissssssssssissssnes 4.7 36.1 2714 285 208 395 390
= Preliminary estimates
Sources: U. S, Department of Commerce and Council of Economic Advisors
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Implications of Accelerated Depreciation
Policies for the Firm
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Farm Prices and the Consumer
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ther increases. occurred in non-farm prices  Farm prices dropped for four years before any
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In a typical market-basket of food, the cost of ?el\zfd b farmers toge{ Wlth the TEtra”
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Short of. such a detailed anal srs however it
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Depreciation Allowances
(Contrnued from Page 5)
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but It s ou reaIr e repre-
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ences, whether t eregg[ ed as necessities
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hasic Tood Items.
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Table 2

CORPQRATE PROFITS AFTER TAXES
DIVIDENDS AND UNDISTRIBUTED PROFITS
ALL PRIVATE CORPORATIONS
1950-1956

(Billions of dollars)

Car rate
Year aftEr% ijaxes éyrﬁ'&ﬁ‘t% ﬁ i EI PIQXW
195 221 9.2 129 416
1951 187 9.1 9.6 486
1952 161 9.0 71 559
1953 167 9.3 74 556

1954 164 10.0 6.4 609
195 211 11.2 9.9 530
1956 215 12.0 95  55.8

Sources: U. S. Department of Commerce

Tneral bérsrness that stem Jrom variations
Bant and equipment spending.
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NOTES

Amon icles recently publj she inMonthly Busi nes
Reviews, gf otﬁer IE deera[ E?ese epban 5 1 er}oMV\pmgymay eo
special interest to our readers:

“ RenaLssaPce of th% Commercial Pa7oer Market” Federal Re-
serve Bank ot Kansas City, August 19

“Federal Finance |n Flscal Year 1957 " Federal Reserve Bank
of New Yor!< August 1957,

ea Iscou%hgahﬁyt |lsggot|l?g7re’ eFrgdsereacllleé% X Ei}anhjgtfrl\/l of
rh p(? scou%t rateqn tRe Njnch FeJera Peesgrve Istrict ﬁ %%aJ
outlmes of the story would apply to other districts as well 3

Oples maK be obtained by writing to the Federal Reserve Bank
named In each case.

Note also a recent policy statement;

“Wlnnln the Battle Against Inflation”
illiam McC. Martin, Jr.

Chalrman Board of Governars of the
Federal Reserve System

stEJterE tbefore the Co |tt inance o
P % ARU g hg rep rlnte
om the eraI erve etin for August
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