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U.S. economy Is growing at 3%

1 Quarterly GDP Growth Rate

- Payroll Employment YOY Growth Rate
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Real GDP growth slowing
— Recession risk in late 2020
(Percent Change, SAAR)
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Payroll employment growth leveling off

(Millions)
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As compensation growth approaches 4%

(Percent Change Year Ago)

2012 2014 2016 2018 2020

June 19 © 2019 UCLA Anderson Forecas t. All rights Reserve d. UCLAAnde rson

5 THINK IN THE NEYT



UCLAAnNderson

FORECAST a unique approach. critical answers. Accurate.

Inflation runs modestly above 2%

(Percent Change Year Ago)

2012 2014 2016 2018

—— Headline — — Core
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How do trade tensions impact
our Imports and exports?

U.S. goods imports U.S. goods exports
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U.S. imports: declined the most — oil & gas and computer & electronic products
U.S. imports: increased the most — transportation equipment

Oil & Gas ) 1

Computer & Electronic Products

Primary Metals
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U.S. exports: declined the most — metals & agricultural products
U.S. exports: increased the most — oil & gas

Primary Metals
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Top 10 imports from China In decline

Computer & Electronic Products
Machinery, Except Electrical
Furniture & Fixtures

Chemicals

Electrical Equipment, Appliances & Components

Miscellaneous Manufactured Commodities
Leather & Allied Products

Primary Metals
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The impact of new tariffs on Mexico

U.S. imports from Mexico, 19Q1 U.S. exports to Mexico, 19Q1
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[ 1 Recent 1 year growth (2018/2 to 2019/2)

Il Average annual growth in the past 10 years
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Orange County sector payroll job growth

Educational & Health Services

Leisure & Hospitality

Professional & Business Services

Nonfarm

Financial Activities

Retail Trade

Information

Wholesale Trade

Manufacturing

Government

-2%

Il Average Annual Growth in the Past 10 Year ('09-'19)
[ ] Recent 1 Year Growth ('18V4-'19v4)
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Where are we In the housing cycle?

FRED /£7 = Housing Starts: Total: New Privately Owned Housing Units Started (left)
' — New Private Housing Units Authorized by Building Permits for California (right)
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Real housing price in Orange County
and U.S. business cycle

FHFA Housing
Price
Index,
adjusted
for U.S.
CPI.

Use Zillow
median
B?i(r:neein Decline is big
201804

No decline

Shaded area is

uU.S. — P
recession Decline is small Decline is big
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in 2018

A%
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CA's federal income tax gross receipts
d by 3

Growth Rate of the Number of
Federal Income Tax Returns,

2017 to 2018
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2018

N

d by 2%

INncrease

CA’'s number of federal income tax returns
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Inflation on housing and medical care is higher than
that of most taxable sales goods

—— CPI Inflation YOY Growth
=== CP| Inflation (Taxable Sales) YOY Growth

2010 2011 2012 2013 2014 2015 2016 2017 2018 2018

Consumer Price Index Year-over-year Inflation Rate
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California Forecast

AONRS 2020 2021

Payroll employment

Unemployment rate

Real personal income
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Orange County
Nominal Taxable Sales Growth Forecast

Nominal taxable sale
long-term growth: 3.7%
(Based on all online sale taxes to be collected)

24 26 28 30 32 34 36 38 40 42 44

] CPlInflation Rate Minus Rent and Medical Care (Long-term growth: 1.2%)
I Real Taxable Sale Growth (Long-term growth: 2.5%)
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Conclusions

U.S. economic growth is slowing down.
« Housing sector is weak.
* Recession risk is rising due to trade tensions.

«  With less imbalance/excess in the current expansion, the
next recession should be less severe compared to Great
Recession.

* U.S.- China relationship has shifted from strategic
engagement to competition. China’s FDI to California
declined significantly.
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