4

BEACONECONOMICS

_—

/S the N

bounce \\ I’

for real? y

Christopher Thornberg

Principal, Beacon Economics

E—.




Will the real economy stand up?

«Where are we now?
A The good news: The recession is over
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Instead the economy is being driven by government policy

«\What next?

A Fundamentals say weak recovery
A Fiscal issues in the state will continue as a result

A The best advice: enjoy the stability, but be cautious about
the future
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Taking stock of the last year

08-I11 09-I1 Ch Cont.
Personal consumption 9351 9189 -1.7% -1.2% Contractions
Durable goods 1175 1071 -8.8% -0.8%
Nondurable goods 2081 2025 -2.7%  -0.4% 200911 -3.8%
Services 6092 6078 -0.2% -0.1%
1958 | -3.0%
Gross investment 2026 1456 -28.1% -4.2%
Structures 493 400 -18.9% -0.7% 19821l -2.7%
Equipment software 1097 876 -20.2% -1.6% 0
Residential 462 344 -256%  -0.9% 1954 -2.9%
19751 -2.3%
Net exports -476 -330 1.1%
Exports 1670 1419 -15.0%  -1.9% 198011 -1.6Y%
Imports 2146 1749 -18.5% -3.0%
1961 -1.0%
Government 2506 2568 2.5% 0.5% 0
National defense 645 695 7.7% 0.4% 1994 -1.0%
Nondefense 315 328 3.9% 0.1%
i 0]
State and local 1546 1548 0.1% 0.0% 197061V 0.2%
Total Inventories 1835.5 1750.2 -4.6%
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California: A widespread hit

Jan-08 Sep-09

Riverside-San Bernardino-Ontario MSA 1,256,600 1,139,700 -9.3% -116,900
Santa Rosa-Petaluma MSA 190,300 176,400 -1.3%  -13,900
Oxnard-Thousand Oaks-Ventura MSA 294,700 274,500 -6.9%  -20,200
Santa Ana-Anaheim-Irvine Metro Div 1,513,000 1,417,500 -6.3%  -95,500
Oakland-Fremont-Hayward Metro Div 1,046,400 981,500 -6.2%  -64,900
San Francisco-San Mateo-Redwood City Metro Div 998,300 945,100 -5.3%  -53,200
San Jose-Sunnyvale-Santa Clara MSA 919,900 870,900 -5.3%  -49,000
Los Angeles-Long Beach-Glendale Metro Div 4,095,800 3,879,600 -5.3% -216,200
Stockton MSA 208,500 197,700 -5.2%  -10,800
San Diego-Carlsbad-San Marcos MSA 1,308,400 1,240,900 -5.2% -67,500
Modesto MSA 159,000 150,800 -5.2% -8,200
Salinas MSA 128,800 123,000 -4.5% -5,800
Santa Barbara-Santa Maria-Goleta MSA 174,100 168,400 -3.3% -5,700
Bakersfield MSA 238,000 231,300 -2.8% -6,700
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Why the worse downturn?
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3rd Quarter GDP Update

G D P G rOWth 20091 200911 2009l

Percent change at annual rate:
§) Gross domestic product -6.40 -0.70 2.20
4 - Personal consumption expenditures 0.44 -0.62 1.96
Durable goods 0.28 -0.41 1.36
2 — Nondurable goods 0.29 -0.29 0.23
Services -0.13 0.09 0.37
0 - Gross private domestic investment -8.98 -3.10 0.54
Structures -2.28 -0.69 -0.68
-2 Equipment and software -3.01 -0.32 0.10
Residential -1.33 -0.67 0.43
-4 Change in private inventories -2.36 -1.42 0.69
Net exports of goods and services 2.64 1.65 -0.81
-0 Exports 395  -0.45 1.78
Imports 6.58 2.08 -2.59
-8 Government consumption -0.52 1.33 0.55
National defense -0.27 0.70 0.45
(o'\ ,\\\ /\'\ ,\\\ ‘b'\ ,\\\ Q'\ ,\\\ Nondefense -0.06 0.15 0.17
q/QQ QQ WQQ QQ/\ q/QQ Qch %QQ QQO) State and local -0.19 0.48  -0.08
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