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Beacon Economics

Economic research firm founded in 2006 with a
commitment to letting the data determine the answer.

Today’s Presentation

» What we think is happening in our economy (our
social narrative or “lived experience”)

» What is actually happening in our economy (our
objective statistical reality)

> It is the combination of the two that drives the
forecast: Narratives drive choices, while economics
determines outcomes.

Good choices and smart policies start
with the correct narrative.

-
F"* Slides available by using QR code at end of presentation, or email Kristen@beaconecon.com
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The Current Narrative

Policy Uncertainty / Equity Market
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Recent Forecast Narratives

Real Estate | Market Outlook

2019: The Real Estate Recession Housing Market Crisis 2.0: The Jury
Is In For 2018-2019

Coronavirus to cause worst economic downturn since
Great Depression, IMF forecasts

2 02 0 : T h e Pa n de m i c De p ress io n She said the IMF would release an updated world economic forecast on

Tuesday that would show just how quickly the coronavirus outbreak ...

7 hours ago

] ] Survey: The U.S. economy has a 64% chance of
2023: The Yield Curve Recession entering a recession this year

ﬁ Witten by Sarah Foster, Edited by Amy Sims
Published on January 04, 202 i
shed on January 04,2023 5 min read




Risks are rising—but not for the reasons you may think...

WSJ Recession Probability Things aren’t as bad as you think
Chance of US entering a recession in « Household and business finances remain solid
the next 12 months « Most policy changes more smoke than fire
70.0 « Tariff impacts manageable at reasonable levels
60.0 Things are worse than you think
50.0 « US Economy is overheated, driven by government
40.0 deficits and asset bubbles
' * Reliant on global capital inflows to fund excess soending
30.0 .
What could cause a recession?
20.0 « Standard Story: Policy turbulence is the final straw
10.0 * Our View: Policy turbulence could pop the bubble, but
recession only comes when household finances hit
0.0
SEII33YYYIQQIIITE Where next? Inflate, Deflate or Pop?
5 3 8 5 3 68 5 368 353 3 &8 35 3 ®© « Current politics: throw more fuel on fire
S 2=2z2=22="2="z2-= ’ | |
* Fed between a rock and hard place of their own making
—Average =—Beacon
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Growth Solid Coming Into 2025 4SvC2a——

Real GDP Growth Y-o0-Y

Q1
(o)
6.0% Gross domestic product 2.90 2.80 -0.20
5 0% n Final Demand 2.82 3.1 2.06
4.0% i Personal consumption 1.72 1.87 0.80
Durable goods 0.31 0.25 -0.29
3.0% H i | Nondurable goods 0.12 027 0.30
Services 1.30 1.35 0.79
20% HitkH 1111 1111 Fixed investment 043 066 1.34
1.0% Structures 0.32 0.1 -0.04
Equipment 0.18 0.17 1.16
0 Intellectual property 0.31 0.21 0.25
0.0% o
Residential -0.37 0.17  -0.02
-1.0% | Change inventories -0.41 0.06 2.64
Net exports 049 -0.37 -4.90
-2.0% \ Exports 0.31 0.36 0.26
Y MO N = O N O N Imports 0.17 -0.73 -5.16
% SRS RS/ 8 SEAS RS 9 SRS IRS g C Government 0.66 0.58 -0.12
S S S S Federal 019 0.16 -0.30
N N N N State and local 047 041 0.18
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Evolution of Atlanta Fed GDPNow real GDP estimate for 2025: Q2 V _

Quarterly percent change (SAAR) - -
5

Atlanta Fed
GDPNow estimate
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Blue Chip consensus
ﬂ —
Range of top 10
and bottom 10
average forecasts
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Date of forecast

A S v e



Still Having Fun!

Consumers

Las Vegas Gaming
Revenues

Advanced Retail: Food
Service
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Record Spending Levels .._-

Real Per Capita Consumer 2 Year Growth Nominal Consumer Spending (to April 2025)
Spending
$62,000 High Growth Medium Growth Low Growth
$60,000
$58,000 Spectator sports  23.1%  Personal care serv 14.2% Non-prescript drugs 8.6%
$56,000
$54,000 Foreign travel 22.7%  Childcare 14.0% Food for off-prem  6.6%
$52,000
$50,000 Live entertainment 19.7%  Dental services 13.6% Furnishing 5.6%
$48,000
$46.000 Air transportation 19.4%  Purchased meals 13.4% Alcoholic beverages 5.4%
$44,000 _ _ _ _
$42 000 Nursing homes 18.8% Information proeq 12.7% Higher education 3.7%
$40,000 . o : o o
0 WOWDHOO”O O ~~NNMM < O Membership clubs 16.9%  Rental Housing 11.5% Hotels and motels 1.5%
T LT T gaagaaqad
9585838855556
DI 2 = 0 L o Z 27 Prescription drugs 16.9%  Household utilities 10.7% Motor vehicle fuels -13.0%

%—-



i OPPORTUNITY 5 HARVARD BROWN BILL&MELINDA
2 INSIGHTS ECONOMIC TRACKER S uNIvERsITY qE GATES foundation

Percent Change in All Consumer Spending*

In the United States, as of April 30 2025, total spending by low-income consumers increased by
36.4% compared to January 2020.

Month ending

Apr 30th, 2025
0,
+30% +36.4%
Low Income
+20.7¢%
+20% 20 7 /0
High Income
+10%
0%
-10%
-20%
-30%
Jan 31 FeBiutAd@ db deeth i UA UG dd deeth (U U@ d dee i furuhn 1 Jun 18
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Credit Card / Auto Loan Issues Not Systemic

03:Q1
04:Q2

Share of Credit that is Seriously

Delinquent

05:Q3
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—MORTGAGE

18.0%

16.0%

14.0%

12.0%

10.0%
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Auto and Credit Card Debt As a % Of
DPI
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Little topline financial distress

Household Debt Service Ratio
(% of DPI)

Foreclosures and Bankruptcies (000s)
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US Labor Markets: Still Tight

US Payroll Employment US Unemployment Rate US Job Openings Rate
(Millions) (%) (% of Employment)
160 10.0 8.0
155 9.0
8.0
150 -
3.0
130 2
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120 0.0




Real Wages Up

YoY Growth Real Hourly Wages

10 Year Real Growth

17.17
10.65

Lower %2 of Workforce
Upper 72 of Workforce

Jul-20

Nov-13
Sep-14

Jul-15
May-16
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Jan-18
Nov-18
Sep-19
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Mar-22

Jan-23

Lower 1/2 of wage distn ==Upper 1/2 of wage distn

-1.0
-2.0
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Median earnings

Median earnings full-time

Median by Education (Age 25+)

Less than high school

High school grad

Some college / associate

Bachelor's degree

Graduate / professional

Male
$51,391
6.2%
$63,975
4.57%

$36,740
6.70%
$45,709
5.08%
$54,496
2.36%
$81,218
3.49%

$104,054

-3.04%

Female
$38,649
9.3%
$52,370
5.39%

$24,766
13.68%
$31,508
7.03%
$38,541
5.62%
$57,055
4.71%
$74,815
3.01%



Broad Based Gains

US Poverty Rate as % of Population
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12.0 \/\/us Poverty Rate ™
Based on Gross A\ V4
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Business Investment

Private fixed investment
Structures

Commercial and health care

Manufacturing

Power and communication

Mining exploration
Equipment

Information processing eq

Industrial equipment

Transportation equipment
Intellectual property products

Software

Research and development

Entertainment

Residential
Single family
| Multifamily
Ll
~N

2023
Q1

4018.8
631.9
179.6
106.8
116
119.1
1258.2
493.7
256.1
263.9
1425.8
706.5
639.4
92.6
748.2
251.7
103.1

2025
Q1

4346.5
6/73.9
167.8
147.1
129.7
107.1
1406
600.1
264.2
317
1524.2
804.3
655.1
90.9
795.9
279.3
86.5

Growth

8.2%
6.6%
-6.6%
37.7%
11.8%
-10.1%
11.7%
21.6%
3.2%
20.1%
6.9%
13.8%
2.5%
-1.8%
6.4%
11.0%
-16.1%

$4,000

$3,500

$3,000

$2,500

$2,000

$1,500

Corporate Profits After Tax
(Real, $Billions SAAR)
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How About Manufacturing?
Manufacturing Employment
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Growth on the Intensive Margin

US Real Value Added
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The Tech Space?

Manufacturers' Shipments:
Information Technology Real Value Added by Industry
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U.S. Median Home Price

A rate shocked existing home market

Existing Home Sales SAAR (NAR)
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Supply, Supply, Supply...

Housing Starts

Housing Vacancy Rate % (HVS)
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Liquidity
Constrained

in and Yang of New Home Markets

The Y

New Homes for Sale 000s

Housing
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Inflation Subdued, Rates Steadied .-ll__

YoY Growth Consumer Prices (PCE) Weekly Interest Rates
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Banking: Moving to Normalcy

YoY Growth in Deposits and Loans US

Commercial Banks

”

Jan-13
Jan-14
Jan-15
Jan-16
Jan-17
Jan-18
Jan-19
Jan-20
Jan-21

——Deposits =—Loans

Jan-22

Jan-23

Jan-24

Jan-25

Delinquency Rates Commercial
Banks

10.00
9.00
8.00
7.00
6.00
5.00
4.00
3.00
2.00
1.00
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Net % Tightening
Standards for
Construction / Land

Senior Loan Officer Opinion Survey
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The national mood?

Gallup Poll: US % Very satisfied with

Consumer Sentiment

Personal Life

U. Of Mich
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Seven in ten college students say the country is headed off
on the wrong track, a record low.

Assessment of the Nation’s Direction

—e—Right direction =—e=Wrong track

70%
64% 66% -
61%  61%

50%

37% 36% 34%
30%

2011 2012 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
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Globally, most think children will be
worse off financially than their parents

% who say that when children in their country grow up,
they will be ___ financially than their parents

Worse off Better off

U.S. 74% 26%
oocolanada | NG
Poland
Germany
Sweden
Hungary
Netherlands
Greece
Spain

Italy

UK

France




Beware the Narrative

Social Narratives Economic Reality

“We need to incorporate the contagion of
narratives into economic theory.

Otherwise, we remain blind to a very real
... mechanism for economic change..”

—R. Shiller, Narrative Economics



https://www.goodreads.com/work/quotes/69103669

And How About California?
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The Bay Area Narrative

TECH

Elon Musk called downtown San Francisco —
where Twitter is headquartered — a 'derelict
zombie apocalypse' amidits huge _
homelessness and drugissues -~

By Sawdah Bhaimiya

Another tech bubble bursts: 2022 has been
brutal for Silicon Valley workers

The breadth of the layoffs this year is breathtaking, affecting every part of the tech sector from
farming robots and cryptocurrency to social media and semi-autonomous vehicles.



Unemployment Rate

17.0

California Employment

Index of Employment
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Bay Area Nonfarm Employment

Apr-25 Emplt 1-Year Chg. Feb-

Indexed Nonfarm Employment Location (000s) Cha. (%) 20 (%)
120 Austin 1,372.7 1.3 16.8
115 Dallas 4,303.4 1.2 11.2
Phoenix 2,460.7 0.5 9.9
110 Napa 77.2 3.3 2.7
105 Seattle 2,151.0 0.6 1.5
Vallejo 143.9 -0.6 0.3
100 Boston 2,760.7 0.0 -0.8
| Los Angeles (MD) 4,590.1 0.1 -1.0
- | San Jose 1,150.3 -0.2 1.3
90 Oakland (MD) 1,176.2 -0.7 2.1
oo A D 9 DA % f{,b QP‘ fﬁo Santa Rosa 204 .4 0.4 -3.7
O RN R SR SHROROROERRORENS, San Rafael (MD) 112.7 1.2 3.9
East Bay =—San Francisco (MD) —San Jose San Francisco (MD) 1,139.5 -0.6 -5.8



Office Market

Office Vacancy Rate Occ. Stock 1-Yr Change
30 Office Submarkets Q1-25 Change since Q4-
) (sqg. ft.) (%) 19 (%)
25 4
20 Total 55,682,000 -4.6 -3.4
Santa
15 Clara/Sunnyvale 26,276,000 -4.1 3.0
10 Airport/Milpitas 9,132,000 -4.4 -11.0
5 .
Cupertino/Campbell/L 7 027,000 13 30
os Gatos
0 :
Palo Alto/Mountain
O 0 X 0 D D P P P e e 6,809,000 79 126

e S S Ale MG e Mle SN e AliFe N
East Bay =—San Francisco (MD) —San Jose San Jose Submarket 6,438,000 -6.4 -5.5

%



San Jose Tech Employment

Indexed Tech Employment

South Bay Tech Employment

330,000
310,000
< 290,000
€ 270,000

200

5.0

150,000

Boston

Austin

—Bay Area

mm South Bay Tech Employment
—% of U.S. Tech Jobs

Seattle

—Denver




Tech Subsector Employment

Sector

Total Tech

Computer Systems Design and
Related Services

Scientific Research and Development
Services

Software Publishers

Web Search Portals and Other
Information Services

Media Streaming Distribution Services
and Other Content Providers

Computer and Peripheral Equipment
Manufacturing

Emplt.
2024

469,458

189,309

97,314

65,449

53,076

34,036

30,274

Bay Area

1-Year Chg. 5-Year Chg.

(%)

-9.6

-1.0

-56.5

(%)

-18.9

-52.8

Us
Emplt. 1-Year Chg. 5-Year Chg.
2024 (%) (%)
4,554,694 -1.7 14.7
2,459,728 -1.1 10.8
930,201 4.5 34 .1
638,886 0.8 56.3
182,107 -0.7 15.3
223,752 -7.5 -3.9
120,020 -26.0 -25.4

p-
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Venture Capital Investment

VC Funding in Greater Silicon VC Funding to Al Companies in
Valley Greater Silicon Valley
$100 60% $60
$90 .
$80 50%  $50
$70 0
$50 30%
$40 $30
$30 200/0
$20
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Bay Area Tech

Bay Area Tech Tech Wages
Payrolled Business Locations $450,000
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San Jose Job Postings

San Jose MSA Job Postings Share of San Jose MSA Postings
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Growth on the Intensive Margin

Ranked Median Household

Real GDP (Index)

Median HH Incomes Income by County

125 100000 2023 Med
Rank out of 3,200 HH Inc
120 20000 2 SantaClara $154,954
80000 3 San Mateo $151,485
115 70000 10 Marin $139,644
110 60000 18 San Francisco $126,730
50000 25 Contra Costa $122,794
105 40000 30 Alameda $119,931
52 Orange $110,042
100 30000 54  Placer $109,713
20000 56 El Dorado $108,594
95 10000 59 Ventura $107,667
5SS 0038300808 0 61  SanBenito $107,324
SESSSSNNEES cesgs2eeeey 70 SantaCuz $105,631
QRLLILRILLLILLR C2RIXIQIQKR 77  Napa $104,686
United States —California California =——US 82 SanDiego $103,674

>
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Unemployment and Employment

Unemployment Rate San Jose Payroll Employment
16 Industry Feb-25 2YrCh
14 Total Nonfarm 1150.5 -11.8
12 Health Care 161.9 17.7
Education 53.1 4.6
10 Government 101.2 4.0
8 Other Services 27.3 1.0
5 Logistics 16.9 0.4
Leisure and Hospitality 102.2 0.2
4 Wholesale Trade 28.6 -0.7
2 Management 60.2 -1.0
0 Retail Trade 72.8 -1.2
6 © ~ ©® o o6 — ~ o < o Financial Activities 35.7 -2.1
TOYTOSTOT oo g g A NR/Construction 92.0 -2.8
$ £ £ £ £ & £ & & & £ A(:min Support 59.3 -4.8
: Information 92.5 -8.1

East B —San F MD

ast Bay an Francisco (MD) Manufacturing 124.0 -9.3

—San Jose Prof Sci Tech 162.7 -9.7




Average Weekly Wages

Average Weekly Wage Location A%’::kf‘vg 1-Year Chg. since

$2 000 Y ' Chg.(%) Feb-20 (%)
’ Wage ($)

$1.800 Dallas 1,323 8.3 21.9

’ Santa Rosa 1,218 9.7 21.0

$1.600 Napa 1,323 -3.2 20.1

Phoenix 1,271 57 18.3

$1,400 Austin 1,293 8.0 15.9

$1,200 Los Angeles (MD) 1,333 2.4 14.3

Seattle 1,567 9.5 13.8

$1,000 Boston 1,492 2.5 13.1

East Bay 1,452 10.1 13.0

$800 P N . 1,136 53 9.8

Q&'\ Q«"\ Q&'\ Q&'\ Q&'\ Q«'\ Q«q’ Qxﬂ’ Q\'q’ Q@’ Q«ﬂ’ San Francisco (MD) 1,807 1.5 8.7

NS SR A A A A A A A A San Rafael (MD) 1,274 5.8 8.6

East Bay =——San Francisco (MD) —San Jose San Jose 1891 16 79



Local Home Prices

: : Apr-25
Median Home Price Mzdian Cha.
$2,500,000 MSA Home C1h-Yeao;' since Feb-
Price g- (%) 20 (%)
$2,000,000 ($000s)
. Phoenix MSA 478.0 0.1 51.3
$1.500,000 Santa Clara County 1,988.0 6.1 50.3
| Seattle MSA 932.2 4.4 48.8
$1.000.000 // ST Boston MsA 779.1 4.2 45.7
ﬂ_//\-/‘“ Dallas MSA 420.2 1.1 38.8
Napa County 972.3 2.9 37.3
$500,000 Alameda County 1,274.8 2.0 33.9
Austin MSA 439.6 -1.9 32.4
$0 Sonoma County 839.7 -0.5 29.2
a'\% «'\% K,(\ «,\q; \:\q K519 aﬂ’\ &51’(1/ xﬂ:b &QP‘ &fﬁo Solano County 588.1 -0.7 25.9
W W W R R R R R R R Marin County 1,686.7 -3.6 25.9
Alameda —San Francisco Contra Costa County 851.7 -2.1 24.9
San Mateo County 2,005.8 -0.6 24.5
—Santa Clara  =——San Mateo San Francisco County 1,608.2 1.7 2.0

5:16



Regional Growth Differences?

California Employment and Labor Housing Permits by State
Force 30000
20000 5000 Change Labor Force 2020 to 2025
19500
. Texas 1,680,000 11.9%
19000
« Change: Jan 20 to Jan 25 20000 _ _
18500 California 121,000 0.6%
18000 Nonfarm Payrolls 386,000 :
Labor Force 121,000
17500 15000
17000 10000
16500
16000 5000
15500
15000 0
N IO O MO O OO @M — AN OO M < LD O OO0 O ANMSTLLUL OO — AN ™M
TE T LR T TR Qadaqgaqd LT LT ITIILT TN A
C O >Cc o >c a>c a>c a > C = >5 a>c 5 >5 a>c 5 >35 a
T O © © © ® © © © ©® 0 & ©® © © tc S o5 0 0o oS o s 0o o8 ©®m 3 o0
DT NSONSDOON=SDDNS DN S D= = nzZz-o== nzZz-o== n

Labor Force =——Payroll Employment California =——Texas
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Employment and Labor Force

Payroll Employment Labor Force
Total Nonfarm Feb-25 5YrCh Share Feb-25 5 Yr Ch
California 18004 340 19707 79
Inland Empire 1705 117 34.3% 2216 138
Central Valley 1483 110 32.5% 1997 114
Greater Sacramento 1145 959 17.3% 1274 64
San Diego 1564 41 12.2% 1665 47
Central Coast 557 -9  -2.5% 724 0
Orange County (MD) 1692 1 0.3% 1631 -3
San Jose 1151 -15  -4.4% 1058 -9
Oakland (MD) 1178 22 -6.5% 1449 -28
San Francisco (MD) 1142 -64 -18.8% 928 -47
Los Angeles (MD) 4601 33  -9.8% 5038 -220



Millions
N N N w w w w w LN
(@) ~l © —_ w (@)} ~l © —_

=
~N

California’s “Fleeing” Population?

California Population State Housing Vacancy California Households
Rates
9.0
8.0
7.0
6.0

222gg5S8Scsooy 22gsSscsoy

§§§§§§§ggg§§ -~ -~ NNNNNNAN - -~ NN NN
- - AN ANNANNNNN - Home Vacancy mm California Households
u Population —Rental Vacancy —Persons per Household

A



Local Population

Santa Clara County Population County . T°Itat'_ 5'Yea; Chg. é‘r’"Ye;r
2,000,000 opuiation (#) g- (#)
Alameda 1,662,482 -19,871 40,277
1,900,000
Contra Costa 1,158,225 -7,702 37,695
1,800,000 H H Marin 254,550 7,771 -9,338
1 700,000 T 1 Napa 136,124 -1,895 4,530
San Francisco 842,027 -31,938 -13,462
1,600,000
San Mateo 748,337 -16,105 -10,336
1,500,000 Santa Clara 1,922,259 -14.,000 14,879
1,400,000 Solano 449,839 -3,652 16,294
N> A QD OO0 AN o
D D O O O’ P I NN N
NENCEINIE S SIS IR NI r&%f@% Sonoma 482,848 6,015 17,115




Household Size

New Housing Supply

Household Size

3.10
Count Housing 10-Year  Post Local
3.00 y Units Chg. (#)  Demand
290 Alameda 652,678 57,172 13,919
2 80 Contra Costa 435,790 25,999 10,399
Santa Clara 709,914 51,847 6,653
2.70
Solano 167,815 11,660 4,633
2.60 Napa 56,839 1,497 -2,011
2.50 Marin 113,062 1,766 -3,525
O AN O OO AN OODONT“ OO N <
2233388888 cs55553388 San Mateo 292,078 16,116 -3,588
T T v~ N AN AN AN AN AN ANANANANANANAN
Bay Area —Central Coast San Francisco 422,007 36,195 -4,202
—Central Valley —Southern California Sonoma 212,457 6,320 -7,604
CE
~ Y




Residential Permits

California Residential Permits 2024Res 4 vear Chg. 5-Year Chg.
MSA Permits y Y
12,000 (Units) (%) (%)
Houston 67,376 -10.7 18.0
10,000
Dallas 62,552 -18.5 1.1
8,000 Phoenix 44,702 4.8 40.9
Los Angeles 28,969 -7.3 -6.6
6,000
Orlando 25,538 -9.1 -11.3
4,000 Miami 21,957 6.3 4.8
2000 Denver 21,447 -9.0 -4.7
Inland Empire 18,449 18.5 35.7
0 Las Vegas 13,078 0.0 11.1
N
N8 00 8 2 P AV P sacramento 11,679 10.3 50.0
< < %) < < < < %) < < %)
AN A A R A VY San Diego 10,944 16.3 18.3
Single-Family = Multi-Family San Francisco 8,132 -29.2 -51.5



Supply, Not Affordability

Bay Area Residential Permits Owner Occupied Tenant Occupied

30,000 35.0 percent or 35.0 percent

more or more
25,000 2018 2023 2018 2023
20,000 Los Angeles 34% 35% Florida 47% 52%
Orange 30% 31% Fresno 47% 49%
15,000 San Francisco 30% 31% Orange 47% 49%
California 29% 31% Los Angeles 48% 48%
10,000 Kern 26% 30%  ContraCosta  44% 47%
I Florida 26% 29% California 45% 47%
2,000 | Alameda 24% 28% Sacramento 46% 46%
o H H B B B BB EEEN San Mateo 29% 28% Arizona 38% 45%
X D O A D O QO N D % Sacramento 24% 25% Texas 40% 43%
(19\ (19\ (19\ (19\ qfd\ ‘19\ (19% (19(1/ ‘19(1/ '19(1/ ’19(1/ Santa Clara 26% 24% San Mateo 40% 39%
Single-Family = Multi-Family Texas 21% 23% Santa Clara 36% 37%
Arizona 20% 22% San Francisco 28% 32%



Local Labor Force

Indexed Labor Force SC5- US5-
112 Santa Clara County 2023 Year Year
Chg. (%) Chg. (%
110 g. (%) Chg. (%)
108 Labor Force by Age 1,057,969 0.1 4.2
106 24 and Under 119,813 7.0 3.5
104 25 to 44 502,630 -1.0 5.5
102 45 to 64 372,812 3.3 0.7
100 65 and Over 62624 233 204
08
o8 Labor Force by Edu 875,444 -2.0 3.2
04 Less than HS 66,485 -6.1 -5.3
/,\b( :\6 :\Q) ,(\ :\Cb ,,\% ‘19 ﬂ/'\ 51/‘1/ ,{/b flxb‘ High School 101,595 -6.6 -1.9
o o o i W W
O E T T T YT T T Some College 150,597 -18.1 -4.4
East Bay —San Francisco (MD) —San Jose Bachelor's plus 556,407 5.0 14.6



Return to Office

Return to Office - Jan-20 vs. Apr-25 a°:frzx1;k§fofi;°me 458  Dec-22 Dec-23 Dec-24
Miami 91% Total Nonfarm 14.7 15.8 16.1

New York 88% Mining 8.7 10.9 6.0
Dallas 75% Construction 3.8 4.2 5.6

Austin 74% Manufacturing 12.2 12.3 12.6

Atlanta 70% Wholesale and Retail Trade 9.9 10.2 9.8

U.S. Total 69% Transportation and Ultilities 5.6 7.6 6.8
Washington DC 64% Information 39.7 39.8 41.2
Houston 63% Financial Activities 35.6 40.0 39.6

Los Angeles 58% Professional/Business 32.6 34.2 34.5
Boston 57% Education/Health 8.9 10.8 11.3

San Francisco 55% Leisure and Hospitality 5.0 5.0 54
40% 60% 80% 100% Other Services 8.7 10.2 11.6

Public Administration 16.3 17.6 16.3

%



Long Run: Rebalancing Land Use

: Empty Sq.
Chg. Since
Index of Office Space and Location Q1;25 1(::);)05 Q4-19 Off:::::.lesrin
Housina Units San J 411 (000s sq. ft.) J
ousing Units San Jose Emp.
116 Denver 25,258 9,067 52.1
114 Demand per |
112 Worker San Francisco 24,151 15,234 51.2
110 San Jose 19,989 7,187 48.7
108 o~ Oakland 11,445 3,105 44.9
106 Demand per
104 _— Resident Los Angeles 40,307 11,402 38.8
102 Austin 16,018 9,324 38.2
100 Boston 26,140 8,807 33.7
~ AN OO < IO O 00 00 O N O <
EEEEEEEEREREEERER Phoeni 20,440 2,937 32.3
R AIIIIIILIII]RIR DI ’ ) :

Housing Units —Office Space Seattle 18,390 8,537 29.3




How do narratives go astray?

Type 1

Type 2
Care/ Liberty/ Fairness/
harm oppression cheating
Loyalty/ Authority/ Sanctity/
betrayal subversion ||degradation

Style Rules
Fast, Emotional Heuristics
Slow, deliberative Deduction

Moral Nodes: Social
issues that blind us
emotionally




Figure 7. Assessment of own financial well-being, local economy, and national economy (by year)

Percent
o— —e o o ‘?.8\ ° R

74 75
73 72 73
/‘BLIL
57
ﬁ
41

18
2017 2018 2019 2020 2021 2022 2023 2024
o Own finances Local economy National economy
(doing okay or living comfortably) (] (good or excellent) . (good or excellent)

Note: Among all adults. For each series, the responses presented represent the most favorable two outcomes on a
four-point scale.
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The Pandemic “Depression”?

Pandemics do not cause YOY Changes in Real Consumer
depressions. Spending and Price Changes (%)
« Lost Output during Pandemic:; $850  16.0 Stimulus / 8.0
Billion 120 Vaccine 7.0
« Stimulus deployed: $6 trillion - Bounce | Inflation & 6.0
- Efforts supported by $5 trillion in QE | Pandemic 5.0
4.0 Implosion 4.0
. . g ‘___ 3.0
The Stimulus Multiplier 0.0 50
e |nitial stimulus $50k per household -4.0 Getting Back
: : to Normal
« Asset prices: $200K more in net 8.0 0.0
worth S22 I VIJIINA AN
« 26% increase in average net worth & 5 é z c% R § g’ S ‘;’ <§(’s’ kS
B Real Consumer Spending —Inflation

%
~ Y



Excess Money + Demand = Inflation

Money and Prices

20.0% 45.0%
18.0% 40.0%
16.0% 35.0%
(0]
12.0% ;g'gof
. 0
10.0%

00 1500/0
8.0% 10.0%
6.0% 5.0%
4.0% 0.0%
2.0% -5.0%
0.0% -10.0%
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Who should Trump thank for s s
his big election sweep?




Labor Supply Issues

US Birth Rate

1l

US Labor Force Growth (5 year

Average)
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Migration and the US Labor Force

. 2023 2023
Accumulation of US Labor Force : :
) S Foreign 3 Foreign
by Birthplace (000s) ELE Born % of ElE Born % of
9000 LF LF
8000 '
7000 California 33.3 Connecticut 19.5
6000 New Jersey 30.2 lllinois 18.7
5000
4000 New York 27.9 Virginia 17.3
3000 Florida 27.7 Wash DC 16.7
2000
1000 Nevada 23.7 Rhode Island 16.5
0 ‘ Hawaii 23.7  Arizona 16.3
-1000 Texas 22.6 Georgia 15.5
cYeYLere2e SR G
e Maryland 21.9  United States 8.4
@ ®© ® ® ® ®© ® ® ® ® ® ® ® ®@ ©®
T T T T T T T Massachusetts 21.9 Delaware 15.2

Foreign Born =—Native Born Washington 201 New Mexico 13.1




450,000
400,000
350,000
300,000
250,000
200,000
150,000
100,000
50,000
0

M
X

Which is the bigger issue?

Total Removal by Fiscal Year

FY 2001 mamasaas

FY 2002 s

FY 2003 s

FY 2004 mam

FY 2005 s

FY 2014 e
FY 2015 e

FY 2016 M

FY 2017 s

FY 2018 M

FY 2006 My
FY 2007 e

FY 2008
FY 2019 M
FY 2020 e

FY 2021 =
FY 2022 maw

FY 2009
FY 2010
FY 2011
FY 2012
FY 2013

FY 2024 s

FY 2023 s

190
185
180
175
170
165
160
155
150
145
140

Immigration and Labor Force
Levels (Millions workers)

2005
2008
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—Low Immgration Labor Force

—High Immigration Labor Force
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North American Labor Force Trends

Indexed Labor Force Producer Price Indexes
120 120
115 .
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The Potential Trade Impact

The Tariff Tax: Context Imports of goods 2024 $Billions 3261

Industrial equipment 2956 9.1%

Share
Billions GDP Petroleum and products 2519 7.7%
Engines, parts, bodies 196.6 6.0%
GDP $29 723 Metals and products 137.5 4.2%
’ Electrical equipment 102.6 3.1%
Telecommunications eq 84.3 2.6%

Total Imports Goods 3,267 11.0%
P $ ° Semiconductors and related 82.1 2.5%
: Chemicals 713.2 2.2%

~ ~ (o)
New Tanffs $653 2.2% Civilian aircraft, engines parts 62.7 1.9%
. . Scientific, hospital, and medical 62.5 1.9%

— - 0 J )

Federal Deficit $1 847 6.2% Building materials 45.7 1.4%
Personal Taxes to Feds $2 391 8.0% Mining, and construction eq 27.3 0.8%
Consumer goods 803.5 24.6%

o)
Corp Taxes to Fed $490 1.6% Automotive vehicles 278.8 8.5%
Computers, peripherals, and parts 216 6.6%



Household Finance: Record Strong

Real Disposable Income Average Net Worth Per Household
18000 ($000s)
$1,300
17000 I $1,200 FromPre- .
$1,100 Pandemic: I
16000 + +250
$1,000 $335K, +35% | AL
15000 i $900 ol 1Y LU
$800 b AHERRRLLN LA
14000 | $700 —4HHHHHHHH
$600 ...............
13000
|||||||| HI
12000 $400
ISR I SO S S L I ST T T T T8 gday
c c c c
AR A A R A A A S 8$S3S3sS3353 33833
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Household Savings Rate (% DPI)
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An Over-Consumption Problem...

US Trade Deficit ($Bil, Real) US Current Account Deficit as % of
$0 GDP
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N
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The Federal Deficit

Deficits and Unemployment Federal Deficit / % of GDP

14.0% 14.0%

12.0% 12.0%

10.0% . | 10.0%

8.0% 8.0%

6.0% 6.0%

4.0% . 4.0% - .

(o) LARLARLERLE I 1in
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Aol all .

0.0% ||‘.|“| ) .'“l' | 0.0% " oo ||‘|
| 20%

2.0% 21888212 883838822%
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m Federal Deficit as % GDP

mm Federal Deficit as % GDP —Unemployment Rate
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Deficit Closing?

$15,500 per household per year
» Higher Taxes: 8% of Household
Disposable Household Income
* Reduced Spending: 25% of total current
Fed expenditures

p %)



20.0%

15.0%

10.0%

5.0%

0.0%

-5.0%

-10.0%

-15.0%

The Wealth / Income Mirage

Household Savings as % of DPI

1991Q1
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Who is Paying the Bills?

Net Inflows of Portfolio Investment U.S. Net International Investment
($Billions, SAAR) Position $Billions
$1.400 $0
$1,200 $5.000
$1,000
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Powell’s Other Legacy; Asset Bubbles

Shiller Stock Market Price Earnings Ratio

1Y 2¥ 5Y 10Y 20Y 50Y Al Current Shiller PE Ratio: 32.72 +0.86 (2.70%)
4:00 PM EDT, Tue Apr 22

Mean: 17.23
Median: 16.04
Min: 4.78 (Dec 1920)
Max: 44.19 (Dec 1999)

I



The Recent Reactions to Turbulence

S&P 500 Daily Close 10 Year Treasure Rate Dollar Index
6500 (%) 130
6000 128
5500 126
5000 124
122
4500
4000 120
118
3500 116
3000 114
2500 112
2000 110
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Where is the Fed?

The Fed IR ) Federal Funds Rate Banks Deposits and the Fed
False Narrative 19000 14000
« US inflation due to some 5 g n 17000 19000
exogenous shock
* Inflation is now being 4.00 15000 10000
driven by inflation
expectations 200 13000 8000
* Inflation is causing ' 11000 6000
substantial harm to
American households 2.00 * 9000 4000
 The Fed must fight 7000 2000
inflation and it is worth the 199 000 ;
loss of some jobs / higher o e b e o — o
unemployment 0.00 | LT T T TN
O N~ND—OWOWN~NOD— M S 9 82 xS5392%
T LT LT L L9 d SL=<<sS 7w
5555555555
o e T B Bl M M e B Ml —Bank Deposits =—Fed Balance Sheet
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The Narrative / Reality Gap

Real GDP Growth YoY Gr
Unemployment Rate

Real Per Capita DPI
Household Debt (% GDP)
Household Net Worth (% GDP)

UM: Consumer Sentiment

Federal Deficit % GDP
Federal Debt: % GDP
Current Account (% GDP)
Net Int Investment (% GDP)

$Dollar (Broad Real)
Shiller P/E Ratio

Q4 12

Obama
1.6%
7.8%

$42,342
84.5%
413.9%

79.4

-6.5%
100.1%
-2.3%
-27.8%

87.9
21.24

Q4 16

Trump
2.2%
4.8%

$43,846

77.9%

469.3%

93.1

-3.1%
104.6%
-2.0%
-43.3%

108.0
27.08

Q4 20
Bide
-1.0%
6.8%
$49,476
77.5%
562.3%

79.8

125.7%
-3.39%

Q4 24

Trump
2.5%
4.1%

$51,637

70.0%

539.5%

-6.9%
121.9%
-4.0%
-88.3%



Growing Risks

Economic Momentum to Slow

» Policy turbulence slowing decision making
 Tariff hit on some sectors

Turbulence threatening capital inflows

Important #s: The $US, asset prices, 10 Year Bond
Recession starts when / if rate hikes hit household finances

California: Focused on the wrong issues

Housing supply, not affordability
» Labor supply, not income inequality

The Bay Area?

« Tech suffering from its own success
Housing supply can fix office / downtowns

The real issue? The Narrative Or contact:

Politics aim to intensify imbalances rather than reduce them Kristen@beaconecon.com
How will American’s react when they are forced to confront reality?

For a copy of slides,
please use the QR Code




Get In Touch With Us:

Kristen@beaconecon.com
Beaconecon.com

« Economic Outlooks * Impact Reports
 Revenue Forecasts « CEDS Analysis
« Cost Projections  Policy Studies
* Regional Development <« Industry Studies
* Housing Studies « Labor Markets
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