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The 2013 Outlook for California

By Mark Schniepp, Ph.D., Executive Director, California Economic Forecast

The US and California Economies have strengthened in 2012. Unemployment rates Real Gross Domestic Product Growth | U.S.

continue to decline, more jobs are being created, incomes are riding along with consumer changs 1080 - 3017

spending and business investment, and the housing market is finally in recovery after

nearly 5 years of stagnation.

The UCLA Anderson forecast for the US calls for continued gradual improvement in
economic growth in 2013. The unemployment rate will also be in decline during the year.

Job creation has remained steady for the last 28 months though it has noticeably slowed in
2012. Currently, the US labor markets are on a pace that will produce nearly 2 million jobs

during calendar 2012. That pace will accelerate to at least 2.3 million jobs in 2013.

GDP is forecast to grow 2.1 percent in 2012 and 1.8 percent in 2013, accelerating to nearly

3 percent in 2014. Unemployment will decline slowly, not falling below 8 percent until w8 Jwe IS J008 i 014 W17
2014.

In California, job creation in 2012 has been better than previously forecast. Nearly 240,000 s MncFien Jﬂi::j:ﬂ I Galforia

jobs will be crated this year in the state, largely in technology, visitor-serving, and business 4

services.

The Bay Area is the leading region in the state for job creation, followed by Southern

I

California. Despite the continuing budget problems that persist with the State’s finances,

the California economy is forecast to produce over 220,000 jobs next year.

The employment rate is currently over 10 percent in the State. It is forecast to fall to 9.8

percent in 2013 and 8.5 percent in 2014. Household incomes rise slowly in 2013 but the 4
forecast of consumer spending remains contained. There will be more retails sales in the i "
state but the rate of growth is half the 2012 rate. 107 1320 001 203 2005 007 208 2011 23 2015 2007
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Exports in California remain strong. The value of products shipped from the
Ports of Long Beach, Los Angeles, Hueneme and Oakland are currently at
record levels in 2012. This is helping to drive transportation, distribution, and
warehousing sectors of the California economy including in these industries.

The Labor Market Recovery

Nearly all California counties show rising levels of employment in 2012,
though the pace of job creation is slow. By 2013 all principal counties are
creating new jobs within even stronger growth observed in 2014.

This generally develops as follows:

e Job growth is now occurring in the larger counties in California and
by 2013, nearly all counties will be adding to employment.

e A more vibrant labor market expansion is expected in 2013, as many
of the population serving sectors hire to accommodate more people
and visitors in California.

e The job engines of growth in California are (1) technology, (2)
exports, and (3) leisure and hospitality.

e The unemployment rate remains high despite more employment
opportunities because the additions to the labor force since 2007
have been much greater than job creations.

Declining unemployment rates will hasten the pace of growth in real (inflation
adjusted) wages and salaries, and ultimately total personal income and

consumer spending.
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The Housing Recovery

The epicenter of the Great Recession of 2008-2009 was real estate including new home
building. Employment in construction declined sharply throughout California and the na-
tion. Vacant office buildings today will preclude much new non-residential building over
the next year or two. The stock of foreclosed homes however, is being quickly eliminated
by investor purchases, and being occupied by renters. The tepid recovery in housing
speeds up in 2013 and 2014 and this flows through to construction employment.

There will be a positive albeit weak rebound during next year in new home production.
This occurs because the inventory of existing housing has declined to levels that necessi-
tate new additions to the housing stock to meet rising demand.

Inventories of for-sale housing are currently at 6 year lows in California. This alone will
accelerate the overall economic expansion in the state and nation for the remainder of this
year and 2013.

New home building rises in 2013, but does not reach “normal” levels of building until 2014
or 2015.

The sum of housing units over the next 5 years is more important than the year-by-year
allocation of units. In the short run, the forecast of new housing units is not sufficient to
prevent average household sizes from rising. New housing inventories remain tight for the
next two years as development ramps up this year.
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Lennar Lexington Homes at River Village
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New Home Selling Price
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Summary

e In general, the economic climate in the Santa Clarita Valley improved during the third quarter of 2012.

e The median price for existing homes has increased slightly during 2012, and existing home sales are up markedly. New home prices have in-
creased as well, and during the second quarter of 2012, new home sales were twice as high as the level that prevailed in the second quarter of
2011.

e The increases in prices and sales have been driven by record levels of affordability. Low interest rates have attracted buyers back into the mar-
ket, and it is now clear that the real estate recovery has begun.

e Alargeincrease in home sales has lead to a sharply falling level of unsold inventory. Inventory declines have occurred in many parts of the state,
indicating that the real estate revival is widespread.

e The industrial real estate market continues to tighten, and vacancy rates for industrial space remain near record lows.
e The Santa Clarita Valley job market has made substantial strides. So far in 2012, the region is on pace to add almost 3,600 jobs when compared

to the annual average employment level for 2011.
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