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Trumped!

What does it mean for the National and
California economy?



The shocker!

Who will win the presidency?

The Perils of Political e
Forecasting

¥FiveThirtyEight
Nate Silver
8 am, Tuesday November 8
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The Victory of Miserabilism

Things aren’t that bad

US GDP is growing slow, but it is growing
Fundamentals are fine, no chance of
recession

U.S.: 5% world’s population, 20% of the
world’s consumption

Real incomes have been rising, true well-
being even more so

Labor markets are tight

Inflation slow, interest rates low

US energy sector: too successful for its
own good

Manufacturing: doing fine, trade (on net)
good for US

California still leading the nation in growth
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The true challenges

Slow growth due to self-inflected wounds /
political gridlock

Global economy weak

The global commodity glut

State and Local budgets still stressed,
decaying Infrastructure

The shift to the information economy

An under-performing housing market / bad
financial regulations (Dodd-Frank)
Underfunded pensions and entitlements
Growing wealth inequality

State revenue / water / housing

The growing disconnect between political
debate and reality



GDP Growth

Real GDP Growth (Y-0-Y)

5.0%
4.0%
3.0%

- | Il“ i Abil
1.0% kit A
-1.0%
-2.0%

-3.0%
-4.0%
-5.0%

BEACONEcCoONOMICS Analysis. Answers.

GDP
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Broad Indicators

ISM Indexes (Diffusion)

Y-0-Y Growth Employment
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L abor Markets

US Unemployment Rate Job Opening Rate Participation Rate
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16.
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As for California

3 Year Change in PayrollJoEs by Stste\:l\nh . Real GDP Growth (Y-O-Y)
S ro are
Florida 792.8 3.3%  10.0% 6.0%
Utah 131.6 3.2% 1.7% .
Nevada 117 3.2% 1.5%
Oregon 167.6 3.2% 2.1% 2.0%
Colorado 219 2.9% 2.8%
Washington 273.7 2.9% 3.5% 0.0%
Georgia 349.6 2.8% 4.4% 5 .0%
California 1309.1 2.8% 16.5% '
Idaho 52.6 2.6% 0.7% -4.0%
South Carolina 150.7 2.6% 1.9%
Tennessee 211.9 2.5% 2.7% -6.0%
Texas 828.3 2.4% 10.4% 8.0%
Arizona 179.4 2.3% 2.3% o N o N N e =
North Carolina 264.9 2.1% 3.3% LLYLILLoerrxreI
Delaware 27.9 2.1% 0.4% § § § § § § § § § § § § § §
Massachusetts 198.6 1.9% 2.5%
Michigan 220.8 1.7% 2.8% =S e=—CA

o
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State Employment / Income

Employment (Index) Unemployment Rates CA Share National
140 13 Personal Income
135 12 14.0%
- 10 13.0%
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Industry Employment & 2015 Wages

EaSt Bay Em p|0yment Industry Employment in East Bay, November 2016

1400 Nov-16 1-YrChg. 1-Yr% Alameda ContraCosta
1350 Industry (000s)  (000s) Chg. County County
1300 114.8 7.4 $21,139
1950
1200
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1100
1050
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900
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Source: CA Employment Development Department and U.S. Bureau of Labor Statistics
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EB / CC Employment

East Bay Unemployment Rate Nov-14  Nov-15  Nov-16

Civilian Labor Force 547,600 551,000 561,500

12.0 Civilian Employment 516,600 525,000 538,300
10.0 Civilian Unemployment 30,900 25,900 23,200
/ Civilian Unemployment Rate 5.7% 4.7% 4.1%

8.0 / Payroll 14-15 15-16 Ch
6.0 Total, all industries 361,187 1.9% 3.6% 12,456
V’ Construction 24705 29% 13.0% 2,845

4.0 Manufacturing 14,788 -1.9% -25%  -374
Trade, transportation 63,706 29% 4.3% 2,606

2.0 Information 8,049 -09% -3.3% -274
00 Financial activities 26,889 55% 2.2% 586

' Professional 51,585 -6.7% 2.6% 1,316
NN N NSNS SN N NN Education health 65,758 4.7% 5.4% 3,379
NN AN SN NN AN Leisure hospitality 41,231 42% 4.6% 1,803
Federal Government 4,721 6.2% 0.1% 3

BEACONECONOMICS  Analysis. ANSWers. Local Government 43,522 19% 0.6% 256



Population

Annual Population

Growth
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Components of County
Population Growth

2015 Income Data

20 Contra
(7]
o Alameda Costa
g 15
a HH 571,828 391,996
210 B it 15%  1.0%
— “ N Ill Ill 270 0%
T
0 Illjﬂhlﬂujlu Median 81717 83,104
5 5.8%  3.4%
Q & L OO VOV O
OISR ORN RN GN
AT AT AR AT ADTAD Mean 109,109 115,085
u Natural Increase  w Net migration 6.8% 2.2%
12



Spending Trends

Indexed Taxable Sales East Bay Taxable Receipts, Q2 '16

o 129 Category Q2'16 1-Yr % Chq.
S 119 A g
8 .
n 109
é 99 EEBusiness and Industry 19,236,935 1.9%E
< :
3 89
=

79

OC QD PO O DO D™ O O

S0 OO NN YN
PP FFFFF S

===(California (+1.2% YTY)

===(Contra Costa County (+2.8% YTY)

Source: CA Board of Equalization Source: HAL Companies
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Bay Area Venture Capital

I Venture Capital Investment Since 2010 ($ millions)
6 A Contra
/ \ Industry Bay Area Costa Share
n 0 / \ Biotechnology 11048.2 366  0.3%
c A
-, N\ \ *' "
m 3 V'
2 u 2;‘ 2 { § ndustrial Energ;
1 Media and Entertain. 9824.1 3.1 0.0%
0 ‘
O O 1 N AN M < IO 1O O
Q F S S A A Semiconductors 3728.9 0.3 0.0%
<t O N A S O N A S M
O OIOIOIOINOIOINO IO IO
—East Bay —San Francisco —San Jose Source: Price Waterhouse Coopers' Moneytree Reports
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East Bay Tech Sector

Technology Industry Employment and Annual Average Wage, 2015

Contra Costa

Industr
y Employment A. AW

H__

Computer and software merchant
wholesalers

9 pa
Software publishers

174583

2159

management services

Computer facilities

) J¢] :
Research and development in biotechnology 5360 125884
Other pry 3

Source: U.S. Bureau of Labor Statistics QCEW Data

Major Deals in Contra Costa Since 2010
$ mill

Name Industry

HealthTell Inc

26.1 Biotechnology

Providence Medical Technology

Whamcloud. Inc

Source: Price Waterhouse Coopers’ Moneytree Reports
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Commerclal Real Estate

Nonresidential Permitting YTD, Q1 — Q3 Nonresidential Permit
2016 YTDChg. YTD%

Type ($000s)  ($000s)  Chg. Values

Total Nonres. 360614.9 36934.0 11% 150

Retall 42717.0 6893.9 19%

Industrial 55415 -5176.7  -48%
; D O© 0O O — N < LD
X
AN A M A M M
OHOAONOAONO NGO NG

Source: Construction Industry Research Board
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East Bay Office Market

East Bay Office Market, Q3 '16

Costs of Rent Vacancy Rate 7 Gioa)
o Vallejo il
($/sq.ft.) % -
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East Bay Retail Market

East Bay Retail Rental Market, Q3 '16 _ VT
FiJ a7 | o
Cost of Rent o =Y 55 o0
($/sq.ft.) Vacancy Rate (%) N (
Submarket §
1-Yr. % g 4
' ' - Rafael (0 Concord
Q3'16 Chg. Q3'16 1-Yr.Chg. ofeel 8 . W N q
I Walnut Creek aunt Diablo
: 3_ | Latayette Union
[} Darwill TR
|2 e
al)i%_City_' (B0 i s i ;
:nacifié'\a;f\é;!'f. Rleasanton ‘ E?':l
East Contra Costa 24.13 2.1% 94 -1.2 g "i'“" C
e T o, __#Fremont l
Scarper Feu.f.f--_San C_a{los y 'New;\?‘ﬂﬁ'ﬁ@ \\
Redwoad City ajoie_, | T
e e Milpitas
@ sunnyvale_ | -.'.4 R
Los"Altos " S T
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Source: Reis, Inc.
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Quiz Time

Match the payroll employment growth rate (letters)
(1995-2015) to the California region (numbers)

m O O W >

BEACON ECONOMICS Ana|ysislAnswerS.

23.6%
25.8%
27.0%
33.8%
39.8%

o B~ wWw NP

Bay Area

Central Coast
Greater Los Angeles
Greater Sacramento

So Central Valley

19



Homes

Median Home Prices California Home Prices, Q3-16

600,000

County Median Price YoY Growth (%)
200,000 /"A \ Monterey 517,400 13.7
400,000 San Luis Obispo 537,200 8.1
Inland Empire 306,400 8.0
300,000 San Diego 536,400 6.0
San Francisco 1,221,500 5.8
200,000 Orange County 696,200 3.7
100,000 FrTTTrrrrrrrrrTrrrrTTTTT T T TTTTTITTTTTTTTITTITTTTITITTITTITIT SOUthBay 919’000 2'3
F DO D N e Santa Barbara 461,600 -4.1
¥ o & F & & &F & LosAngeles 542,600 6.9

=== California
BEACONEcoNomics  Analysis. Answers. 20



Single Family Real Estate

SFR Sales and Median Prices
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SFR Sales and Median Prices, Q3 '16

Median Prices Sal

Location

Q3'16

Brentwood 502122

Richmond 356606 14.5% 199 -4.5%

Source: Reis, Inc.




State Housing

State Residential Permits

New Pop / Permits

(Units)

45000
40000 California 4.1 Tulare 4.0
35000 Ventura 6.8 Los Angeles 4.0
30000 Contra Costa 6.6 Fresno 4.0
25000 Sonoma 6.1 San Mateo 3.4
20000 Alameda 59 Kern 3.0

15000
Santa Barbara 5.3 Santa Clara 3.0

10000
5000 San Bernardino 5.0 Orange 2.8
0 Solano 4.6 Placer 2.1
8333885333323 3333 Riverside 4.5 San Francisco 2.1

A < MO N A < O N A< O N A < MO N A< .

cooocococoococococococococooo San Diego 4.2 Sacramento 0.7

= Single Family —e===Multi-Family
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Bay Area Housing Affordability

Affordability

Estimated Costs
Median Home Monthly
03'16 02'16 Q3 '15Price Payment

$1,910

CC County Permits

County

Solano 45 45 45 $393,000

50

27

26 26 $580

N

NG

O?‘/

{

NY o
o

¥ &

i Multi-Family  u Single Family
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Apartments

Share Renters with > 30% of Income on Rent California Apartment
2010 2014 Vacancies
Los Angeles 59.2% 60.1% o
Riverside 62.7% 59.8% 8
Santa Barbara 56.7% 58.4% 7
Fresno 57.0% 58.3% 6
Orange 58.3%  58.0% Z —— ’/
San Diego 58.8%  56.7% ;
Sacramento 58.7% 54.5% 1
0
Alameda °3.1%  51.4% 2223313 NNQY TN
Santa Clara 47.7% 49.2% 5303335 8 5303330
San Francisco 46.2% 42.5% e\ e BC

BEACON ECONOMICS Ana|ysisl Answers. 24



East Bay Apartment Market

East Bay Apartment Market, Q3 '16
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The Future of Obama-care?

US Population Insurance Status Employment by Sector
20000
09-15 18000
2015 Change
16000
65+  Public 44,731 7,913
14000
Private 1,314 558
_ 12000
Uninsured 392 34
_ 10000
Total Public 117,107 21,831
Private 169586 9,055 @ o oo e o s asemoono
Uninsured 29,758  -15,907 55832555583 28258538
= Manufacturing e===Healthcare
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The Healthcare Crisis

National Health Spending % GDP

20.0% Per Capita Healthcare Spending
18.0% 3.3%/ 2015, PPP Adjusted
16.0% . Decade
2.1%/ USA $9,402 France $5,428
14.0% pecade
12.0% Norway $7,832 Canada $5,421
10.0% Switzerland $7,300 Belgium $5,340
8.0% Sweden $6,285 Australia $4,873
2'8? Netherlands  $6,209 Finland $4,467
.U70
2 0% H Germany $6,204 Japan $4,255
00% HHHHE Austria $6,143 UK $3,717
LSS
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Immigration

Projected share of natural increase of population and immigration in total
population change

Share of Immigration in total population change
= Share of natural increase in total papulation change

100%
B0
B0%

ng ™~

20% e e

%

015 2000 2025 2030 2035 2040 2045 2050 2055 2060
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Manufacturing and Technology

Real VA Output Growth in Real Output ~ 75-95  95-15  Jobs  Prod.

935 Total 90.8% 56.5% -5018 61%
Computer 1651.4% 1277.6% -761 548%

215 Petroleum Prod 773.6% 126.0% -9 40%
: Motor vehicles 61.2% 78.5% -353 85%

195 Primary metals -34.0% 43.9% -240 61%
Other transportation -8.7% 33.6% -111 33%

175 Chemical products 84.2% 28.1% -160 37%
155 Plastics 133.6% 3.1% -248 12%
Electrical eq 55.9% -3.1% -205 44%

135 Fabricated metal 54.3% -3.7% -287 8%
115 Printing 73.4% -5.6% -372 41%
Nonmetallic mineral 21.5% -7.4% -131 7%

95 Food and beverage 63.7% -9.3% 40 5%
D 0 A < M~ O ™M © & N O Wood products 24.1% -9.8% -240 30%
Y FT LS8 8K 8 @ d Furniture 70.0%  -19.9% -271 9%
o T T el el A Paper 522%  -28.1% -258 10%
—GDP —Manufacturing Textile mills 100.0% -46.4% -396 14%

Apparel 13.3% -62.6% -527 15%
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Trade Indicators

Real Imports and Exports (Index Nominal Trade Flows as % GDP
2002=100) 2.0%
0
195 L.0%
0.0%
175 -1.0%
- 0
155 2.0%
-3.0%
135 -4.0%
-5.0%
115 ’
-6.0%
95 -7.0%
——————————————— N>>=S=m>2=E=EgF=2==bh===0
8338853332933 88 A R R E R EEEEEE
SARARKIIIIKRIKKC(IKRKSR 29I 3 59338838
— EXports =— Imports —Trade Gap % GDP

w
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Foreign Trade

Nominal Trade Flows as % GDP Goods Trade 2016 YTD
35.0% Balance  Total Trade Share
Total, All -$546 $2,697 100.0%
20.0% ghlna -$258 $416  15.4%
anada -$6 $407 15.1%
" Mexico -$47 $391  14.5%
25.0% Japan -$51 $143  5.3%
Germany -$49 $123  45%
20.0% Korea, South -$23 $84 3.1%
United Kingdom $2 $82  3.0%
0 France -$12 $58  2.2%
1.0% India -$19 $50  1.8%
ml”” Taiwan -$10 $48  1.8%
10.0% o . Italy -$21 $46  1.7%
N U B = R T e N T R A B Switzerland -$11 $44  1.6%
233233 R Netherlands $19 $42 1.6%
Brazil $3 $41 1.5%
M Total Trade % GDP Ireland $26 $40  1.5%

BEACON ECONOMICS Ana|ysisl Answers. 32



Chinese Output

China Imports and Exports Chinese Foreign
(Nominal, $US) Reserves

250,000 4000000

200,000
3000000

150,000
2000000
100,000

1000000

50,000

0

Jan-03 Jan-05 Jan-07 Jan-09 Jan-11 Jan-13 Jan-15 1995 2002 2009 2016
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The largest oil deposit ever found in America
was just discovered in Texas

An estimated average of 20 billion barrels of oil and 1.6

billion barrels of natural gas liquids are available for the

taking in the Wolfcamp shale, which is in the Midland ted Wells
Basin portion of Texas' Permian Basin.

Daily Oil Productiot

Septembei; .
10000 ;
9000 i -":[:\:""‘.'” ! TEXAS
8000 msm».‘!
7000 I ! i
6000
5000 B A
4000 Val Verde Basin
3000 /\ | W“ “ “ ' “ “
© A H O O N a0 . -

S S S S DS e (=] e

N \ \ N \ N \ \ Midland Basin Wollcamp A Continuous 0il AU sacico. | L _-I.

NSRS SRS SR AN SR GRS SN Eecnemiveemesol. [N e T S T ST, S N TR S
’bo 'bo ’bo ’bo ’60 ’bo ’b(\ ’b(\ ’bQ — :::::: ::::m"“"" - Rt wascums O ALK i iz 4 1 1 1 1 1 1 ' ' |
N S S ) S N N A N —— Midland s...-.‘:'::.ﬂ:,ﬁ::"“:ﬂ.::: il AU : Rl Q. © = c o (] — c o
——— Permian Basin Province (part) - & [¢D) <4 © > [¢5} <8 © > (D)

County boundary {;‘,:‘.“: wn ()] 2 — wn [m) 2 — )
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Housing Markets

Affordability: Median Price for Housing Starts (SAAR)
Median HH, Tax Adjustment, DPI 2000
40.0% 1800
38.0% 1600
36.0% 1400
34.0% 1200
32.0% 1000
30.0% 800 | '
28.0% 600 hand
26.0% 400
24.0% 200
22.0% 0
25889393318
8583588838583 § § § 8§ 3 8 8 8 8 & 3
S 5833333808238 8
S <L Z2on S =2 Z o > = 7

Single Family ~ ==Multi Family
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US Taxes / Investment

Corporate Effective Tax Rate

State and Federal 15.0%
45.0% 14.0%
13.0%
40.0%
12.0%
35.0% 11.0%
0,
9.0%
25.0% 8.0%
20.0% 7.0%
6.0%
0,
15.0% 5.0%
100% SSE=g=§=5=§=3=E=3=%
S=S=>8=S=S2xS==2<S =23 S 3 3 3 3 3 &8 8 & R
O NNTFTocooTg oomo8dFToAaAmd
DT 0o o008 d4do0
THZTAZ ALY —Corporate Profits  ====Proprietor Profits
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US Investment

Investment (Real) Share of GDP DT e o1 22%01%‘

;:2:: Structures 452.1 -81.4
Commercial and health care 132.3 -80.0

0.0% ° \ ' Manufacturing 69.1 13.5
5% \ ' ' 4 Power and communication 86.2 13.7
5.0% T ‘ w Mining exploration, shafts 91.4 10.9
4.5% | Equipment 10725 3456
4.0% ™ | Information equipment 338.7 158.3
3.5% ; o Industrial equipment 207.3 8.8
3.0% - Transportation equipment 302.2 98.1
2.5% 2 v 4 Intellectual property products 680 253.9
2.0% Software 333.1 157.2
e—Structures e===Equipment e=|PP —==Residential Residential | 564.5 -73.4
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Public Construction

Public Net Investment as % of Revenues
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Spending on Current Infrastructure
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Federal Budget

Current receipts
Current tax receipts
Personal current taxes
Taxes on production and imports
Taxes on corporate income
Contributions for social insurance

Current expenditures
Consumption expenditures
Defense
Current transfer payments
Government social benefits
Other current transfer payments
Interest payments
Subsidies

2016

3,443
2,107
1,521
138
425
1,215

4,111
969
586

2,630

2,029
601
454

58
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I
3,473
2,141
1,537
137
445
1,226

4,137
975
591

2,632

2,045
587
472
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61.4%
43.9%

4.0%
12.9%
34.9%

23.9%
14.6%
63.5%
49.2%
14.3%
11.2%

1.4%

Government Gross Debt
as % of GDP
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The Trump Factor

Positives

Something will get done in
Washington DC

Institutions should be able to
control worst impulses
Infrastructure investment:
stimulative if done right

Tax cuts: stimulative if done right
Financial deregulation good for
housing, banks

Americans hate Obamacare, but
they tend to like the Affordable
Care Act

BEACON ECONOMICS Ana|y5islAnswerS.

Negatives

Federal deficit likely to explode
Potential for major trade war /
strain on global relations

Increase in wealth inequality
Federal Reserve to cede control to
Congress

Corruption factor, personal
baggage

Backwards steps in immigration
policies / skilled labor issues
Backwards steps in environmental
policies

Revenge of the Left
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L 4 Our Services

+ To view or download this presentation
or for further information, visit:
www.BeaconEcon.com

ki
=

¢ Contact Christopher Thornberg

Chris@BeaconEcon.com
310-571-3399

17
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Economic & Revenue Forecasting
Regional Intelligence Reports
Business & Market Analysis

Real Estate Market Analysis
Ports & Infrastructure Analysis
Economic Impact Analysis

Public Policy Analysis
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