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Beacon Economics

A Economic research firm founded in 2006 with a

commitment to letting the data determine the
answer.

A Impact studies, Policy Analysis, Regional
Development and Revenue Forecasts

A Tale of Two Economies

U What we think is happening in our economy (our
soci al narrative or nlilve

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

U Itis the combination of the two that drives the
forecast: Narratives drive choices, economics
determines outcomes.

Good choices and smart policies start with
the correct narrative.

-~
i“ Slides available by using QR code at end of presentation, or email Kristen@beaconecon.com
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The 2025 Narratives

U Mich Consumer Sentiment Index

Policy Uncertainty Index
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Forecast Accuracy?

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

2020 Th e Pan d em | C De p re SS | On 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 Written by Sarah Foster, Edited by Amy Sims
Published on January 04, 202 i
shed on January 04,2023 5 min read
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That Other Economic Narrative

Nasdag Composite Index
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That Other Economic Narrative 44N

Bitcoin Market Capitalization ($Billions)

Market Summary > Bitcoin

92,78150 USD $2,500

+92,327.51 (20,336.90%) 4 all time

Jan 19, 10:49 PM UTC - Disclaimer $2,000

1D oD ™ 6M

$1,500
90.363.65 Jan 10, 2026
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Rank Company (approx.
1 Nvidie ~$3.94.2T
2 Microsof ~$3.7T
3 Apple ~$3.2T
4 Amazol ~$2.3T
5 Alphabet (Goog| ~$2.18T
6 Meta Platfornr ~$1.8T
7 Saudi Aramc ~$1.60T
8 Broadcon ~$1.29T
9 TSM( ~$1.22T
10 Berkshire Hathaw ~$1.05T



Beacon’s Outlook 2026

Economic Trends: pointing up, not down

A Consumer spending: picking up speed

A Debt markets: still clean, credit easier to get, interest rates are down
A More fiscal and monetary stimulus being thrown at the economy

Beware the Imbalances

A Strong private sector finances a function of unsustainable public deficits and
financial asset bubbles

A Growing external imbalances are the weak link in the chain, linking a
deflating equity market to a fiscal crisis

Construction / the Bay Area

A Construction industry is slowing after boom

A Bay region is starting to bounce after a slower-than-most pandemic recovery

A Largest issue for region is lack of housing / shrinking labor force

A Growth moving up the 80
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GDP Growth: Gaining Momentum 4EZC 2

2025

YoY Growth Real GDP 2023 2024 Ol Q2 O3

S GDP 3.38 240 -0.60 3.80 4.30

A Final Demand 3.73 3.05 150 2.41 2.93

3 Personal consumption 2.03 226 0.42 1.68 2.39

5 Goods 0.77 0.89 0.04 0.47 0.66

Services 1.27 137 0.37 121 1.74

1 Fixed investment 1.00 0.19 1.21 0.77 0.19

Structures 0.51 -0.16 -0.10 -0.23 -0.19

0 Equipment 0.16 0.17 1.00 0.44 0.29

-1 Intellectual property 0.24 0.13 0.34 0.78 0.30

Residential 0.10 0.05 -0.04 -0.21 -0.21

-2 Change inventories -0.44 -0.17 2.58 -3.44 -0.22

-3 Net exports 0.08 -0.48 -4.68 4.83 1.59

4 Exports 0.25 0.36 0.02 -0.20 0.92

O~ O A NMF OM~wOoo = m < Imports -0.17 -0.84 -4.70 5.03 0.67

©C OO o v o dd NN NN Government 0.73 0.61 -0.17 -0.01 0.39

3885220 38gas52038%8 a Federal 0.22 0.29 -0.37 -0.35 0.19

oL <s 0oL <s530an < State and local 0.50 0.33 0.20 0.33 0.20

P

2wy 4 Y



$50,000
$48,000
$46,000
$44,000
$42,000
$40,000
$38,000
$36,000
$34,000
$32,000
$30,000

o
~

Jan-14

Oct-14

Recent Consumer Spending

Real Per Capita Consumption

Jul-15
Apr-16

Jan-17

Oct-17

Jul-18
Apr-19

Jan-20

Oct-20

Jul-21
Apr-22

Jan-23

Oct-23

Jul-24
Apr-25

$90,000
$85,000
$80,000
$75,000
$70,000
$65,000
$60,000
$55,000
$50,000
$45,000
$40,000

Real Median HH Income




Still Having Fun!

Consumers

US Revenue Passenger Air Auto & Light Truck

Restaurant Retail Sales

Miles (Bil)
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Travel and Hotels

Northern California
Airport Traffic
10,000,000

9,000,000 United States 97.92 -2.3 13.6
8,000,000
Z 000.000 Sacramento 104.97 4.5 14.3
6,000,000 CA Wine Country 183.43 -0.2 5.7
5,000,000
4.000.000 CA North Central 83.80 2.1 0.2
3,000,000 CA North 69.42 1.0 0.2
2,000,000
1.000.000 iHIHH San Jose/Santa Cruz 114.73 0.5 -15.8
|
0 East Bay 86.05 2.1 25.5

San Francisco 143.83 5.9 -26.6




Tourism Over-Supply

California Taxable Sales per

Restaurant
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Overall Financial Conditions: Great!

Household Debt as % of
GDP
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Only gains for the top 10%?

Average Gross Income by Share HH Net Worth Gov Transfers as % DP!
Household Quintile 45 0% 25 0%
2024
40.0%
Average Real i 20.0%
GrossHH  Growth .
Income 14-24 Lo —TTT |
Lowest $18,460  22.8% 30.0% A > W
‘ -
N A 10.0% it SR {1
Second $49,380 234% -0y | WY
Middle $84,390 21.3% 500, RSSO S L
20.0% |
Fourth $136,800  21.1% Tl - =T Il N
g s g b riryraaid GNP (11t
Highest $316,100 26.5% Top 1% =—90-99% QLW OWLIWODO
ZA2ZTIZ3ARKKRKSR
Top 5% $560,000 30.9%
P
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Transfers and Taxes

Index of Real Net Incomes by Estimates of the Share of US in
Quintile Poverty
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What about Gen Z?

United States, median income after
taxes and transfers* $'000, 2019 prices
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The

[[RURE ], =—
Elon Musk called downtown San Francisco —
where Twitter is headquartered — a 'derelict
zombie apocalypse' amid its huge
homelessness and drug issues

. By Sawdah Bhaimiya
Economist -
Eat less, live longer: it's true
Y 13777 2000 Ecomomtit com Don't protect bad Belgian art

California has highest poverty
rate in the nation, tied with
Louisiana

By Sharon Song | Published September 30, 2025 1:52pm PDT | California | KTVU FOX2 | 4

o

America'sfuture ...
..5\3:4(
N SR 3 3
VAN :

California v Texas
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California Nonfarm Employment

Indexed Nonfarm Employment
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California =—Texas

Total, All Industries

Manufacturing
Wholesale Trade
Retail Trade
Logistics
Information
Financial Activities
Professional
Administrative
Educational Serv
Health Care
Leisure and Hospitality
Other Services
Government

Buildings
Heavy Construction
Specialty Trade

Annual Growth Rates
Nov-25 23-25 19-23 15-19
18605.3 0.5% 0.4% 2.0%

1204.8 -2.5% -0.4% 0.2%
6509 -1.0% -1.0% -0.2%
1621.1 -0.8% -0.9% -0.3%
873.6 0.5% 3.5% 6.6%
5249 -1.8% -1.7% 3.4%
788.4 -1.3% -1.2% 1.1%
1364.2 -1.9% 1.1% 2.9%
1088 -1.4% -1.2% 1.3%
438.3 2.5% 1.0% 2.4%
3088.1 5.5% 3.0% 3.5%
2021.3 0.1% -0.3% 2.6%
600.3 0.6% 0.5% 1.4%
2740.9 1.4% 0.2% 1.2%

201.7 -2.3% 0.4% 5.0%
97.7 -1.0% 1.1% 3.0%
592.2 -1.7% 0.4% 4.3%



CA Share US GDP

15.0%

The California Slowdown
Unemployment Rate
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Empty Offices /| Government Deficits

. 01-25 (000s  MPLY Sa. Ft. Figure 1
Location sq. ft.) per Office
- Using Emp. LAO Assessment of Future Budget Problems
_ - i
Los Angeles (MD) 40.307 38.8 \JeryICInse to Administration's Estimates
(In Billions)
Boston 26,140 33.7
2026-27 2027-28 2028-29
Denver 25,258 52.1
San Francisco (MD) 24,151 51.2 a
Phoenix 20,440 2 5 !
-15 4
San Jose 19,989 48.7
-20 -
Seattle 18,390 29.3 M LAO Operating Deficits DOF Operating Deficits
-25
Austin 16,018 38.2
[DOF = Departrment of Fnanca,
Oakland (MD) 11,445 44.9

A S VA
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Local Tech and Construction
Employment

Construction Jobs: Route 80

Index of tech jobs
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CA Growth on the Intensive Margin

Median HH Incomes
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1998
2001

California
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I 2010
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C
wn

2016

2019

2022

20.0%

15.0%

10.0%

CA/ US Per Capita
Pers. Income

5.0% &

0.0%

Ranked Median Household
Income by County

Rank out of 3,200

2

3

10
18
25
30
52
54
56
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61
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77
82

Santa Clara
San Mateo
Marin

San Francisco
Contra Costa
Alameda
Orange
Placer

El Dorado
Ventura

San Benito
Santa Cruz
Napa

San Diego

2023 Me

HH In¢
$154,95¢
$151,48t¢
$139,64¢
$126,73(
$122,79¢
$119,93:
$110,04:
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$108,59¢
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Tax Recelipts

Indexed Tax Receipts

California
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—FEast Bay

—Sacramento—Stockton

Metro

California
Merced
San Francisco (MD)
San Jose
Vallejo
Stockton
Sacramento
East Bay
Santa Rosa
Modesto
Napa

Yuba

Q3-25
($, 000s)
2,308,993

11,213
74,078
146,739
25,941
62,792
148,005
155,506
29,085
31,529
11,324
7,979

1-Year
Chg. (%)
1.4

7.7
3.9
2.3
1.9
1.8
0.9
-0.3
-0.7
-0.8
-1.8
-4.0

Chg. Since

Q4-19 (%)
24.0

25.2
20.4
14.8
21.7
68.2
27.6
12.8
11.1
26.0
19.5
20.2



State Inequality?

California Poverty Rate

18.0
By Race HHs Income
17.0 Households 13,798  4.9%  $100,149 24.5%
16.0 =& 111 American Indian 175 66.6% $85,434 48.3%
150 FHIRE. BRI RM Hispanic 4,405 12.5% $83,179 30.7%
120 MR Black 817 -0.5% $71,211 29.1%
' Asian 2200 16.4%  $130,548 25.4%

13.0 White 5,730 -6.7% $110,258 19.6%
120 SEERRRERRRRRRRRiRRRintttit L By Income
11.0 HIIHH AR R R R0 R0 0 G 15 to 24 years 393 8.0% $53,512 21.0%
10.0 25 to 44 years 4,725 6.3% $110,732 28.5%

L5235 0809 59 d 45 to 64 years 4,967 -1.3% $115,871 22.8%

o RoRo R o ReReReReoReReReReReRo R

A Add 1N NNNNNNNNNN 65 years + 3,713 11.9% $71,673 22.8%

C:IQ.



State Poverty?

Average Household Income Gap (CA

California Regional Price Parities
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Household Income and Poverty

Median Household Income Poverty Rate
$150,000 22
$130,000 20
18
$110,000 16
$90,000 14
12
$70,000
10
$50,000 3
$30,000 6
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The national mood?

Gallup Poll: US % Very satisfied with Personal Life

2001 2002 2003 2004 2005 2006 2007 2008 2011 2013 2016 2017 2019 2020 2021 2022 2023 2024 2025
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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 Same Better
off (VOL) off
Canada

Australia
Japan

[ a R | PN

AU



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% g
61%  61%

50%

37% 36% 34%
30%

2011 2012 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
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Figure 7. Assessment of own financial well-being, local economy, and national economy (by year)

Percent
m

18
2017 2018 2019 2020 2021 2022 2023 2024
® 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.




Business Investment Profits

2025 i
9324 24-05 Corporate Profit After Tax
Q2 3500
: : : 0 0
Private fixed investment 4349.3 3.7% 2.2% 3000
Information processing equip 608.1 4.7% 18.8% 2500
Software 841.4 7.1% 9.9%
Transportation equipment 3232 22% 4.8% 2000
Power and communication 128.4 9.1% 3.5% 1500
Industrial equipment 267.0 0.6% 3.4%
Research and development 655.1 2.3% -0.7% 1000
Residential 785.1 51% -1.3% 500
Entertainment, literary, and artistic 89.5 -1.5% -2.6% 0
Manufacturing 145.1 21.0% -2.7% DWW ONMNNOOWO®OOO-AANMOM I O
AU UL I D SIS I IR I
Commercial and health care 1643 -5.7% -3.9% S T T S T RS SRS SRS oS
. TN =2"0N0=2"P0N="0N="0="7
Mining, shafts, and wells 93.6 -6.5% -16.0%
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US Construction Activity

US Real Construction Real Construction Spending by Category
Spending 2022 2023 2024
$2,400 Nonresidential 588.2 686.4 694
Commercial and health care 180.5 190.1 178
$2,200 .

Office 65.7 64.1 63.6
$2,000 Data centers 8.4 126 19.7
General, financial 57.2 51.3 43.7
$1,800 Health care 38.2 407 419
Warehouses 473 50.6 39.6

$1,600 .
Manufacturing 84.4 128 149.2
$1.400 Power and communication 112.9 1314 136.5
Other structures 106.5 122.1 118.3
$1,200 Residential 814.1 7485 771.9
$1.000 Permanent site 403.6 3694 375.6
’ D OO M~DRNO o N M LD Single-family structures 311.6 266.5 283.2
o S St A S S GGl ar GGl Multifamily structures 92.1 106 93.7
T 8 3 G 8 8 8 TS B C D | { 254.7 257.4 273.3
m ) /) /) /) /) /) /) /) /) /) /) /) mprovemens ) ’ ’



National Construction Employment

Construction Labor Markets

Average Hourly Earnings Producton
8500 500

Workers

450 40,0
8000 400 $38.0
350 $36.0
7500 300 $34.0
250 $32.0
7000 200  $30.0
150 $28.0
$26.0
6500 (i i - - 100 go40
50 $22.0
6000 0 $20.0
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Non-ResConstruction Spending

p %)

Non-Residential Construction By Sector
Spending (Nominal)
1400000 Oct-19 Oct-23 Oct-25
12 .
00000 Manufacturing $79.4 $2184 3$214.1
1000000
Power $135.3 $162.9 $157.7
800000
500000 Highway and Street $94.2 $144.7 $142.6
400000 Educational $113.3 $130.8 $141.0
200000 Commercial $89.0 $150.8 $121.7
0 5
5 5 5 e 6 6w m <. Office $92.9 $104.2 $105.8
T oE Qg agg g
§2S8883%832858Z2  Transportation $57.7 $65.2 $69.3
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Data Centers

Number of Data Centers by
Country

United States
Germany
United Kingdom
China

France
Australia
Netherlands
Russia

Japan

Brazil

L 5,426

W 529
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U.S. Data Center Power Demand
Forecast
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Data Center vs Office Construction
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Secondary Markets

Commercial Property Price Index CRE Transaction Volume by Property Type
Year-over-Year Percent Change Year-to-Date Percent Change, Ordered by Volume, October 2025
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Credit Markets: Stable

Commerglal Bank New York Fed Total ABS Deals ($ Bil)
Loan Delinquency Investment Grade Bond $300
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A rate shocked existing home market
Existing Home Sales SAAR (NAR) 30 Year FR Mortgage Rate
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Americans’ Positive View of U.S. Housing Market Remains at
Record Low

For people in general, do you think that now is a GOOD time or a BAD time to buy
a house?

— % Good time
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An Affordability Problem??

National Home Affordability

Carrying Costs of Median Priced Home as % of
Median HH Income
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