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A look back at the Great Recession

NBER says U.S. recession began 
December 2007
Mon Dec 1, 12:20 pm ET 
WASHINGTON (Reuters) – The U.S. economy 
slipped into recession in December 2007, the 
National Bureau of Economic Research's business 
cycle dating committee announced on Monday.

Stock Market Crash of 2008
The stock market crash of 2008 occurred on 
September 29, 2008. The Dow Jones Industrial 
Average fell 777.68 points in intra-day trading. 
Until 2018, it was the largest point drop in 
history. It plummeted because Congress rejected 
the bank bailout bill. 



Beacon EconomicsBeacon Economics

Will the Real Economy Please Stand Up?
Why so glum?

⏤ 2018 Growth: 3.2% with .75% fiscal 
stimulus after-burner

⏤ Labor markets, consumer spending, 
business investment, wages, exports, 
energy, debt levels still all on steady 
sustainable paths

⏤Interest rates still low, inflation still 
constrained

⏤ 2019: back to a steady pace of 2 to 
2.5% growth 

⏤Still a low chance of recession in next 
24 months

3

0.0% 20.0% 40.0% 60.0%

2023

2022

2021

2020

2019

2018

WSJ Next Recession Poll

It isn’t the ‘when’, it’s the ‘why’



Beacon EconomicsBeacon Economics

Will the Real Economy Please Stand Up?
Brakes and Imbalances

⏤Labor shortages impacting employers
⏤Local Housing Shortages
⏤Recent market volatility / rising long term rates
⏤An overly aggressive Fed, the flat yield curve
⏤Sharp growth in government deficits
⏤Global trade / security worries

Political Dysfunction
⏤Little effort to deal with underinvestment in infrastructure, 

rising wealth inequality, healthcare cost inflation, pension 
and entitlement issues, etc etc etc

⏤The great disconnect between economic realities and 
political discourse
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GDP: 2018 2.9% Year over Year
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Real GDP Growth (yoy) 2016 2017 2018 Q1 19 est
GDP Growth 1.6 2.2 2.9 3.2
Consumption 1.85 1.73 1.81 0.82

Goods 0.77 0.78 0.80 -0.14
Services 1.08 0.95 1.01 0.96

Fixed investment 0.29 0.81 0.91 0.27
Structures -0.16 0.13 0.15 -0.02
Equipment -0.09 0.35 0.44 0.01
IPP 0.31 0.20 0.33 0.39
Residential 0.23 0.13 -0.01 -0.11
Inventories -0.53 0.00 0.12 0.65

Trade -0.3 -0.31 -0.22 1.03
Exports -0.01 0.36 0.47 0.45
Imports -0.28 -0.67 -0.69 0.58

Government 0.25 -0.01 0.26 0.41
Federal 0.03 0.05 0.17 0.00
State local 0.22 -0.06 0.09 0.41
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Consumer Spending

Source: FRED 6
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Consumer Debt Loads
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Consumer Debt
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Housing Markets: Slightly Slowing

Source: FRED 9
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What does a market crash look like?
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Pace of Construction
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Credit Conditions

Source: CensusORi, NY Fed 12
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Rising Rates

Source: Freddie Mac 13
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National Rental Markets
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Construction Spending – National

Source: Census 15
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Total 459,733 6.4%

Commercial 84,714 0.6%

Manufacturing 66,768 3.1%

Office 66,436 16.3%

Health Care 32,885 -0.7%
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National Trends in Real Estate 

Source: Real Capital Analytics 16
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Lending Markets?
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National Trends in Real Estate 

Source: Real Capital Analytics 18

This report is available on wellsfargo.com/economics and on Bloomberg WFRE.  
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Strong Economic Growth Will Bolster CRE in 2019 
The U.S. economy continued to grow solidly in the third quarter, with real GDP rising at a  
3.5% annual rate. Real GDP is on pace to rise 2.9% for the year, making 2018 one of the strongest 
years of the expansion. The economy’s strong momentum should gradually fade over the next year, 
however, as the boost from strong consumer spending and fiscal stimulus diminishes. We still 
expect conditions to be favorable and real GDP to expand at around a 2.6% pace in 2019. 
Employment growth has shown persistent strength in the face of near record low unemployment. 
Nonfarm employment has risen by an average of 206,000 jobs per month so far this year, up from 
an average of 182,000 jobs per month last year, even though the unemployment rate has fallen to 
just 3.7% and there are now more job openings than unemployed persons. The tightening labor 
market has pushed wages and salaries higher. Productivity growth has also picked up, however, 
which should help offset some of these increases. Inflation remains very close to the Fed’s 2% target, 
which provides policymakers with some leeway in normalizing interest rates. 

We expect the current favorable economic conditions to extend through 2019, which will support 
commercial real estate as the cycle extends to its tenth year. Commercial property prices have 
displayed signs of waning this year after accelerating towards the end of 2017. Much of this 
moderation, however, can be attributed to a significant slowdown in property prices in major 
gateway markets. By contrast, many secondary markets, particularly those where employment and 
population growth remain robust, have seen prices ease only modestly. Still, property prices have 
appreciated in each month since January 2011 and valuations are now 25% above their prior peak 
level. Despite those gains, higher property prices do not appear to be dissuading investors. 
According to Real Capital Analytics (RCA), volumes reached $152.7 billion in the third quarter of 
2018, a magnitude not reached since 2015 and the second strongest quarter of the expansion. In 
addition, cross-border capital inflows have also picked back up, as slower global growth has boosted 
the relative attractiveness of U.S. commercial real estate.  

Figure 1 

 

 

Figure 2 

 
Source: Real Capital Analytics and Wells Fargo Securities 
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Q3 CRE Chartbook: Outlook 

We expect the 
current 
favorable 
economic 
conditions to 
extend through 
2019, which will 
support 
commercial real 
estate. 

Q3 CRE Chartbook: Outlook  WELLS FARGO SECURITIES 
December 07, 2018 ECONOMICS GROUP 
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CRE Property Pricing & Fundamentals 
 

 
 
 

� Financial volatility and surging yields have yet to 
have a noticeable impact on cap rates, which 
have ticked up from their prior lows but still 
remain historically low. Investors with cap rate 
angst should feel some relief over the 
increasingly solid economic backdrop that is 
driving demand across CRE property types and 
supporting rising occupancy and higher rents. 

� Property price appreciation has slowed recently, 
notably in gateway markets. Secondary markets 
continue to see a great deal of investor interest, 
reflecting strong employment and population 
growth. Valuations are at record highs, led by 
apartments and offices. Transaction volume 
surged to $153 billion in Q3. 

 

 

 

 

 

 

 

 

 

 Source: CoStar, Inc., Real Capital Analytics and  
Wells Fargo Securities 
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Federal Reserve Policy

Source: Board of Governors Fed Reserve, Federal Reserve St Louis 19
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Federal Reserve Policy

Source: Board of Governors Fed Reserve, Federal Reserve St Louis 20
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§Does free will truly exist?
§Why is there a "d" in "fridge" but not in 
"refrigerator”?
§Is there a synonym for "synonym"?
§What is the airspeed velocity of an unladen 
swallow?
§If the Fed inverts the yield curve and the 
economy is otherwise fine, will it cause a 
recession?

Some questions to keep you up tonight
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Bubble Trouble?
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Business Fundamentals
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The China Syndrome

Source: US Census, Wiser 25
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United States Goods Trade with China
(Millions) 

Exports Imports Balance

*As of October 2018

Exports 
($, Billions) Share Imports 

($, Billions) Share

Total 1,389 2,122

China 102.5 7.4% 447.0 21.1%

Canada 251.5 18.1% 269.2 12.7%

Mexico 222.6 16.0% 289.7 13.7%

Japan 61.38 4.4% 117.6 5.5%

UK 54.76 3.9% 50.2 2.4%

Germany 48.31 3.5% 104.8 4.9%

S. Korea 46.38 3.3% 61.5 2.9%

Netherlands 40.76 2.9% 19.5 0.9%

Brazil 33.29 2.4% 26.4 1.2%

Hong Kong 31.51 2.3% 5.6 0.3%

France 30.3 2.2% 43.7 2.1%

Singapore 27.69 2.0% 23.3 1.1%

Value US Exports 

to China as % of 

GDP: 

0.75%

Value China 

Exports to US as 

% of GDP: 

4.0%
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Where are the risks?

Exports to China (Nominal) ANNUAL 
2017

ANNUAL 
2018

TOTAL ALL COMMODITIES 170,335 158,403
Civilian Aircraft, Engines, And Parts 17,853 19,852
Electronic Integrated Circuits & Microassembl, Pts 9,766 9,844
Motor Cars & Vehicles For Transporting Persons 10,665 6,743
Electric Apparatus For Line Telephony Etc, Parts 5,941 5,672
Crude Oil From Petroleum And Bituminous 4,592 5,534
Mach/Apps For Manufct Of Semicndct Boules 2,619 3,753
Diamonds, Worked Or Not, Not Mounted Or Set 3,457 3,282
Soybeans, Whether Or Not Broken 12,254 3,146
Medical, Surgical, Dental Or Vet Inst, No Elec, Pt 2,754 3,104
Articles Of Jewelry & Pts, Of Prec Metal Or Clad 3,386 2,874
Parts & Access For Motor Vehicles 2,365 2,464
Automatic Data Process Machines; Magn Reader 2,010 2,120
Inst Etc For Physical Etc Anal Etc; Microtome; Pts 1,741 1,899
Paintings, Drawings Etc By Hand As Art; Collag Etc 1,282 1,842
Petroleum Gases & Other Gaseous Hydrocarbons 2,414 1,735
Semiconductor Devices; Light-Emit Diodes Etc, Pts 1,529 1,726

Imports from China (Nominal) ANNUAL 
2017

ANNUAL 
2018

TOTAL ALL COMMODITIES 512,942 545,917
Electric Apparatus For Line Telephony Etc 72,153 71,622
Automatic Data Process Machines; 50,595 51,892
Parts Etc Typewriters & Other Office Mach 15,390 16,764
Furniture Nesoi And Parts Thereof 11,349 12,560
Tv Recvrs, Incl Video Monitors & Projectors 11,550 12,511
Toys Nesoi; Scale Models Etc; Puzzles; Parts 12,348 12,003
Parts & Access For Motor Vehicles 9,438 11,024
Seats (Except Barber, Dental, Etc), And Parts 10,169 10,894
Lamps & Lighting Fittings & Parts Etc Nesoi 7,197 7,778
Articles For Arcade, Table Or Parlor Games 5,812 6,799
Travel Goods, Handbags, Wallets, Jewelry 6,386 6,406
Elec Trans, Static Conv & Induct, Adp Pwr 5,739 6,298
Elec Water, Space & Soil Heaters; Hair 5,310 6,040
Print Mach Incl Ink-Jet Mach Ancil T Prnt 6,134 5,879
Trans Appar For Radiotele Etc; Tv Camera 6,016 5,738
Articles Of Plastics (Inc Polymers & Resins) 4,582 5,222
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U.S / China Comparisons

Source: National Bureau of Statistics of China, Board of Gov. Fed. Reserve 27
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Labor Markets

Source: BLS, JOLTS 28
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Consequences 

Source: Atlanta Fed Wage Tracker, Census 29

-1

0

1

2

3

4

5

S
ep

-0
2

A
ug

-0
3

Ju
l-0

4
Ju

n-
05

M
ay

-0
6

A
pr

-0
7

M
ar

-0
8

Fe
b-

09
Ja

n-
10

D
ec

-1
0

N
ov

-1
1

O
ct

-1
2

S
ep

-1
3

A
ug

-1
4

Ju
l-1

5
Ju

n-
16

M
ay

-1
7

A
pr

-1
8

Real Wage Gains for Continuously 
Employed FT Workers

Median Average

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

$45,000

19
53

19
57

19
61

19
65

19
69

19
73

19
77

19
81

19
85

19
89

19
93

19
97

20
01

20
05

20
09

20
13

20
17

Real Median Income- Males



Beacon EconomicsBeacon Economics

Quality of Life 
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Which Inequality?
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< 25 $(1) $0 $(12)
0% 0% 0%

25–49.9 $43 $60 $45 
3% 3% 2%

50–74.9 $166 $227 $204 
12% 11% 7%

75–89.9 $422 $612 $659 
18% 17% 14%

90–100 $2,317 $3,748 $5,336 
67% 70% 77%

Top 1% $10,407 $17,772 $26,645 
30% 33% 39%
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Workforce Growth

Source: BLS 32
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Demographic Stressors

Source: DOF, ACS 33

US Population Forecast

0-24 25-64 65+

Current 104.5 169.4 49.2

2016-26 0.9 4.7 17.8

2026-36 2.0 6.2 11.9

2036-46 2.3 9.4 4.8

Total 5.3 20.3 34.5

Median Real Net Worth 1989 2016

All families 87.5 97.3

Less than 35 14.6 11.0

35–44 105.3 59.8

45–54 184.2 124.2

55–64 182.6 187.3

65–74 143.1 223.4

75 or more 135.2 264.8
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The Cure for Secular Stagnation

34
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California fact versus fiction

37
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State Economic Performance 

Source: U.S. Bureau of Labor Statistics, U.S Bureau of Economic Analysis 38

Q1 2018 1 Year 5 Year
Washington 4.3% 3.7%
California 3.5% 3.7%
Utah 3.7% 3.4%
Colorado 4.5% 3.4%
Oregon 3.4% 2.9%
Florida 2.3% 2.8%
Texas 4.2% 2.8%
Idaho 3.2% 2.8%
Georgia 2.5% 2.8%
Nevada 4.0% 2.7%
South Carolina 2.0% 2.5%
Arizona 4.2% 2.5%

Rk State # Ann Gr Share US
1 Nevada 211.2 3.4% 1.7%
2 Utah 218.3 3.2% 1.7%
3 Florida 1238.2 3.1% 9.8%
4 Oregon 252.1 2.9% 2.0%
5 Idaho 92.1 2.8% 0.7%
6 Colorado 328.7 2.7% 2.6%
7 Washington 413.1 2.7% 3.3%
8 California 2051 2.6% 16.3%
9 Georgia 537.9 2.6% 4.3%
10 South Carolina 237.6 2.4% 1.9%

5 Year Payroll EmploymentGross State Product
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California Economic Engine

39
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A (Temporary) Revenue Glut
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The recent market swoon …
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§Hyper-Cyclical
§Progressive / Regressive
§ Tax on Effort vs Tax on 

Wealth
§ Inflation for Goods relative to 

Inflation for Services
§Evolutionary vs revolutionary 

reform

Not High, Just Stupid

1Mississippi 24.8% 14Alabama 18.7%

2West Virginia 23.1% 15Rhode Island 18.6%
3New Mexico 22.8% 16Montana 18.5%

4Vermont 22.5% 17North Dakota 17.7%
5Wyoming 22.3% 18Iowa 17.5%
6Alaska 21.9% 19Michigan 17.5%
7Arkansas 20.6% 20Louisiana 17.2%
8Maine 20.1% 21Minnesota 17.2%
9Hawaii 19.2% 22Idaho 16.8%

10New York 19.1% 23California 16.7%
11Oregon 19.0% 24Ohio 16.7%
12Kentucky 18.9% 25New Jersey 16.6%
13South Carolina 18.8% 26Oklahoma 16.5%

Tax Revenues as % GSP
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Myth Busting

43

California's economy recently grew 
to become the world's fifth-largest 
economy if it were its own country.

Sounds like great news, but that 
wealth mostly benefits the very rich 
in the tech sector.

"Almost all the income growth and 
high-end job growth took place in 
Silicon Valley,”

Joel Kotkin, professor of Urban 
Studies at Chapman University
May 18, 2018

Share New FT Employees 2014-2017

2017 Tot Ch < 50k Ch 50-100k Ch 100k+
County Total 12,831.3 8.8% 69.0 417.4 548.1
Coast SC 5,748.9 6.9% 18.6 161.4 193.3
Bay 2,503.5 10.1% -35.4 53.7 212.0
Balance 4,578.9 9.4% 85.8 202.4 142.8

Inland SC 1,608.6 9.4% 33.1 62.5 42.0
North Inland 1,137.0 12.5% 33.6 55.8 37.4
North Coast 575.2 11.9% 10.7 27.6 22.8
Central Coast 721.7 8.9% 0.6 29.7 28.4
Central Valley 536.5 9.6% 7.8 26.9 12.2
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Myth Busting

44

Match the payroll employment growth 

rate (letters) (1994-2019) to the 

California region (numbers)

A) Coastal SC

B) Central Coast

C) Bay Area

D) Inland NC

E) Inland SC

1) 31.8%

2) 34.2%

3) 40.4%

4) 52.6%

5) 81.0%

Jun-18 20 Yr Ch 20 Yr GrSh State

California 18,527.3 3,355.4 22.1%

Los Angeles (MD) 4,919.9 685.2 16.2% 20.4%

Inland Empire 1,949.6 657.5 50.9% 19.6%

San Diego 1,526.5 312.5 25.7% 9.3%

Orange County 1,560.5 225.4 16.9% 6.7%

Sacramento 1,033.3 225.0 27.8% 6.7%

East Bay (MD) 1,362.9 179.2 15.1% 5.3%

San Francisco (MD) 994.3 141.2 16.6% 4.2%

San Jose 1,050.5 103.6 10.9% 3.1%

Bakersfield 351.2 90.0 34.5% 2.7%

Fresno 416.0 77.6 22.9% 2.3%
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Local Employment Base
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Employment

Source: California EDD 46
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Total Nonfarm Employment
San Jose April 

2019
2018/19 % 

Growth
2017/18 % 

Growth LQ

Total Nonfarm 1,148.7 2.6 1.8 1.0
Prof/Sci/Tech 158.9 2.7 0.1 1.8
Logistics 133.6 -0.3 -0.7 0.7
Hospitality 108.3 3.3 2.6 0.8
Government 99.2 2.9 1.2 0.6
Information 98.8 10.3 8.4 2.7
Retail Trade 86.0 -0.4 0.2 0.8
Admin Support 61.9 -0.3 -4.1 0.8
Construction 50.1 0.7 1.4 0.9
Finance 37.9 3.2 1.1 0.7
Wholesale Trade 31.8 -0.4 -4.5 0.7
Other Services 28.6 -1.2 -0.4 0.8
Management 19.0 -1.1 1.6 1.1
Real Estate 15.5 3.2 2.7 0.8
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Industry Employment Annual Avg. 
Wage

Year over Year % Growth 
(Employment) 

2017/18 2016/17
Total Private 1,031,200 $130,330 2.3% 2.1%
Computer Systems Design 81,830 $210,570 4.2% 6.9%
Restaurants/Other Eating Places 68,370 $26,550 0.2% 1.9%
Computer/Peripheral Equipment 53,850 $248,100 8.7% -1.9%
Other information services 50,980 $351,070 6.2% 17.8%
Semiconductor/Electronic mfg. 41,590 $250,690 1.2% 1.0%
Individual/Family services 31,030 $19,400 3.4% 8.3%
General Medical/Surgical hospitals 28,860 $118,080 4.8% 2.1%
Software Publishers 24,180 $323,070 11.6% 15.5%
Employment Services 22,810 $61,120 0.9% -8.0%
Management of Companies/Enterprises 19,180 $245,770 37.6% 9.2%

Industry Breakdown (4-Digit), Q3-2018

Source: QCEW 47
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Venture Capital Trends
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Nonresidential Real Estate

Source: CIRB 49
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Commercial Permits
San Jose Permit Type

Permit Values (Millions, $)
2018 2017

Alterations 2,038 1,771

Commercial 1,837 1,270

Office 934 264

Hotel 278 144

Industrial 33 119
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Rents

Source: REIS 50
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Vacancy Rates 

Source: REIS 51
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State Job Growth
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California Non Farm Payroll 
Growth (yoy)

Mar-19 18-19 17-18
San Francisco 1174.8 3.8% 2.4%
Fresno MSA 363.9 3.7% 2.8%
Sacramento 1017.7 2.8% 3.0%
San Jose 1146.2 2.5% 1.7%
Bakersfield MSA 270.8 2.3% 2.4%
Santa Barbara 187.2 2.2% 1.3%
Salinas MSA 146.1 2.1% 4.5%
Oakland 1194.5 1.5% 1.9%
Inland Empire 1512.5 1.2% 3.8%
San Diego 1497.4 1.2% 2.5%
Los Angeles 4532.7 0.7% 1.8%
Orange 1657.2 0.6% 2.6%
Ventura 310.4 0.6% 1.9%
Modesto MSA 179.1 0.5% 2.8%
Stockton MSA 241.1 0.4% 3.8%
Santa Rosa MSA 208.3 0.1% 1.4%
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California Labor Markets

Source: U.S. Census 53
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California Labor Markets

Source: U.S. Census 54
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Labor Force and Unemployment

Source: California EDD 55
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New Housing Supply

Source: CIRB 56
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Single-family Multi-family

Method 1
Total 722,022 
Per Year 206,674 
Current 111,185 
Shortfall 100,489 

Method 2
Total 911,001 
Per Year 263,667 
Current 111,185 
Shortfall 157,482 

How Much Housing 
Needed?

Housing Needed to maintain 
2% State Job Growth

Backlog
Avg Growth 291
Avg Vacancy 676
Total 967

High Growth 1,408
Avg Vacancy 676
Total 2,084

Texas Growth 1,849
Avg Vacancy 676
Total 2,525
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Residential Real Estate

Source: DataQuick 58
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City Q1-2019 
(Millions, $)

Year over Year 
% Growth

Sunnyvale 1.7 -15.6%

Santa Clara 1.3 -13.6%

San Jose 1.0 -6.4%

San Juan Bautista 0.7 6.1%

Hollister 0.6 6.5%
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Apartments

Source: REIS 59
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Household Income and Median Earnings

Source: ACS 60
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Education 
Level

2017 Earnings 5-Year % Change

San Jose CA San Jose CA

Total 60,465 41,122 18.5% 14.2%

Less than HS 27,371 22,648 32.0% 21.3%

HS Grad 34,653 30,918 18.8% 14.8%

Some College 45,659 38,296 12.6% 7.8%

Bachelors 81,401 60,940 14.6% 14.9%

Grad Degree 117,146 85,555 15.7% 11.6%
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Housing Burden

Source: ACS 61
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Migration Patterns – Santa Clara County

Source: ACS 62
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Labor Force and Housing 

Source: California EDD 63

City/County
2018 Housing 

Units
5-Year % 
Growth

Santa Clara County 667,970 4.5%

San Mateo County 278,044 2.0%

San Benito County 18,935 4.7%

San Jose 335,164 4.9%
Sunnyvale 59,242 4.1%
Santa Clara 48,144 5.4%
Mountain View 35,841 5.0%
Palo Alto 29,189 2.6%
Milipitas 21,643 8.6%
Cupertino 21,031 0.0%
Campbell 17,868 4.9%
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Residential Real Estate

Source: CIRB 64

0

2000

4000

6000

8000

10000

12000

20
03

20
06

20
09

20
12

20
15

20
18

N
um

be
r o

f P
er

m
its

Residential Permits
San Jose
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Payroll Permits Ratio
East Bay MD 111700 36866 3.03
San Fran MD 144700 24390 5.93
San Jose MSA 112800 28282 3.99

LF Permits Ratio
East Bay MD 47400 36866 1.29
San Fran MD 66500 24390 2.73
San Jose MSA 43000 28282 1.52

East Bay MD 2.36
San Fran MD 2.18
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Commuters 

Source: ACS 65

To Santa Clara 2017 5-Year Change

Alameda 80,790 5,490

San Mateo 65,020 10,830

San Francisco 26,950 1,500

Santa Cruz 18,540 -2,220

Contra Costa 17,460 3,560

San Joaquin 11,590 3,430

Solano 4,070 2,560

Merced 4,010 200

Monterey 3,800 -1,610

From Santa Clara 2017 5-Year Change

San Mateo 51,500 7,870

Alameda 41,770 5,350

San Francisco 28,230 17,740

Santa Cruz 4,180 -10

Contra Costa 2,370 -2,480

Out of State 2,300 -160

Los Angeles 840 -320

San Joaquin 740 260

San Bernardino 460 40
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SUPPLEMENTAL DENSITY BONUS
Allow up to 100% Bonus

• Project Eligibility Requirements:

üAchieves 35% State Bonus and

üLocated within a Priority Development Area or 
Station Area and

üLocated within appropriate General Plan Land 
Use Designation

• Density above 35% granted for:

üAffordable Housing or

üAffordable Housing and Community Benefits

66
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High Density Residential 
Incentive Program (Market 
Rate)
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Why the problem? Incentives
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Hypothetical City Full Service - with 6% UUT
Single-family

Residential
Multi-family
Residential Industrial Retail

Property Value2 8,000,000       17,100,000    3,000,000      9,000,000        
Residential Cost per DU 400,000          180,000         
Property Size (acres) 5 5 5 5
Retail Square footage per acre -                 -                -                10,000             
Residential Units 20 95 n/a n/a
Property Tax AB8 share of 1%3 16.3% 16.3% 16.3% 16.3%
Utility User Tax Rate5 6% 6% 6% 6%
Transient Occupancy Tax Rate n/a n/a n/a n/a

CITY TAX REVENUE
Property Tax Revenue 13,040            27,873           4,890             14,670             
Property Tax Rev (InLieu of VLF) 3,600              7,695             1,350             4,050               
Sales Tax Revenue4 7,560              7,560             -                82,500             
Business License Tax6 -                 5,500             5,500             5,500               
Franchise Fees7 340                 1,615             1,275             1,063               
State Subventions & other revs8 2,380              9,247             296                887                 
TOTAL REVENUES 35,200$           75,222$           24,903$           116,121$         

CITY EXPENDITURES
Police Department 9,000              42,750           4,950             14,063             
Fire Department 6,040              28,690           3,322             9,438               
Public Works 1,200              5,700             1,320             3,750               
Planning & Community Devlpmt 800                 3,800             880                2,500               
Parks & Community Services 2,600              12,350           429                1,219               
Library 1,500              7,125             n/a n/a
General Government 2,540              12,065           1,298             3,688               
TOTAL EXPENDITURES 23,680$           112,480$         12,199$           34,656$           

NET 11,520$          (37,258)$         12,704$          81,465$           
per unit 576$                (392)$              

NOTES

10.  Enterprise services such as water, sewer, and garbage are not included.  These services are funded by user fees, such that costs 
equate to revenues.

11.  Expenditure estimates are based on current statewide median values for full service urban cities corellated with a consensus of 
recent project fiscal impact analyses.

Theoretical Comparison of Annual Costs and Revenues from Different 
Development Proposals

1. All revenue and expenditure estimates are based on a consensus of recent fiscal impact analyses, city budgets and reports to the state 
Controller.

2. Property values assume $400,000 per single family home, $180,000 per multi-family unit, $180/sf for retail, $600,000 per acre for 
industrial.

3.  City property tax share is the average share of 1% property tax revenues paid in non-redevelopment  areas.  This rate differs from 
city to city depending on (among other things) the service responsibility of the city and the pre-Prop13 property tax rate.

6.  Business License Tax estimated at $0.10 per sf for commercial uses.  Multifamily residential is assumed to be rental property. 
Assumes comparable rates similar to statewide average among these cities. (Actual rates were not determined)

7.  Franchise tax revenue at $17 per dwelling unit equivalent (DUE) and 1DUE/800sf commercial.

5.  Some cities do not impose Utility User Taxes.  Rates and applicability (e.g. electricity, gas, water and telephone,etc.) vary.

8.  State subventions include per-capita based allocations such as MVLF and gas tax (residential only) and HOPTR (residential).  
These are assumed at $27 per residential DUE.  Fines&forfeitures at $1.20/DUE, PropTransferTax at $0.55/$1000AV with 15yr 
turnover,Prop172 at 33% of PropTax(ERAF) times 11.5% (ratio of Prop172 to ERAF).

9.  City is a "full service city" including police, fire and library services. 

4.  Sales and use tax: retail project assumes 10,000 square feet of retail per acre with taxable sales of $220 per square foot, 75% of 
which is "new sales" (not moved intra-city). Tax rate to city is 1% of taxable sales. Residential project assumes $126per capita retail 
sales captured in city.
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§ Positives: It will be a good year
�GDP Growth Outlook for 2019: 2%+
�Labor markets to remain tight
�Rising wages to put pressure on profits
�Exports, business investment continue 

to grow
�Inflation to remain constrained
�Interest Rates Still Low
�Lending constrained, but commercial 

markets steady
�Debt Levels still safe
�Where people move (want to move) 

will drive regional growth

The Big Picture

70

§ Negatives: Problems Growing
�Labor shortages will be an issue
�Local housing supply tightening
�Will the Fed continue to tighten, invert 

the yield curve?
�Equity markets behaving oddly
�Federal deficit widening sharply
�Bank lending still constrained
�Political uncertainty to dominate 

headlines
�Critical Policy Issues Remain 

Undiscussed
�Miserabilism warping our sense or reality
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The Great Disconnect

What we are worried about 71

§ What we are worried 
about

§ What we should be worried 
about

The Number of Jobs The Number of Workers
Who pays for Healthcare What are we paying for?

Tax Levels Tax Structure
Income Inequality Wealth Inequality

Funded Govt. Liabilities Unfunded Govt. Liabilities
Business Investment A Lack of Public Investment

Inflation Slow Bank Lending

The Cost of Housing The Supply of Housing
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What can Beacon do for you?
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Housing, Land 
Use, & Real Estate 

Advisory

Sustainable 
Growth and 

Development

Economic & 
Revenue 

Forecasting

Economic, Fiscal 
and Social Impact 

Analysis

Regional and Sub-
Regional Analysis

Litigation and 
Testimony

For more information, see Slide 2.

Continue the conversation.

Contact Dr. Chris Thornberg directly 
at chris@beaconecon.com or 
310.571.3399

Let’s discuss your goals and 
needs. 

Beacon has 6 Practice Areas covering 
a range of services and products.

To view again or download this 
presentation and for further information, 
go to: www.BeaconEcon.com

Connect with us.

Our 6 Practice Areas
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Portfolio Spotlight 
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Housing, Land Use, & 

Real Estate Advisory

Economic & revenue 

forecasting

Litigation and 

testimony

Sustainable Growth & 

Development

Impact (Economic, 

Fiscal, Social) & EB5 

Analysis

Regional and Sub-

Regional Analysis

Beacon conducts analysis at an 
international, national, state, county, and 
city level -- and even down to the zip 
code, pending data availability. We 
analyze data on Employment, Industry, 
Real Estate, and Consumption.

Past Clients: 

• City and County of Los Angeles
• City and County of Riverside 
• East Bay Economic Dev. Agency

Beacon has evaluated the impact of 
entities like universities, music 
festivals, infrastructure projects, and 
real estate development projects. 
Beacon has also conducted impact 
analyses that combine more than one of 
the above like that of L.A’s Olympic bid. 

Past Clients: 

• University of Southern California
• Metropolitan Water District
• LA 2024 Olympic Bid Committee

Beacon conducts industry and policy 
analysis on topics like green innovation, 
tech and workforce development, and 
industry sector strategies. Beacon has 
strong in-house expertise around housing 
policy and economic development 
support. 

Past Clients: 

• California Apartment Association
• Long Beach Downtown Dev. Corp.
• Santa Cruz Workforce Dev. Board
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Thank You

Chris@BeaconEcon.com |  www.BeaconEcon.com


