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Key Chapter Findings
Beacon Economics forecasts the U.S. economy to accelerate in 2011 and expects growth rates in
the 3% to 4% range. While growth will likely continue into 2012, there are significant mid-term
worries as the economic expansion is being driven by fiscal and monetary policies – policies that
will need to be reversed eventually. At best the recovery will slow in 2013 as these problems are
properly addressed. Alternatively, a lack of resolve could lead us into yet another recession
Gross domestic purchases increased by 6.5% in the fourth quarter of 2010, the strongest showing
since 2006. Growth in domestic production increased by less (2.8%) but this is only because of a
reduction in the pace of inventory accumulations. As gross purchases continue to grow, actual
output will also increase, having a beneficial, secondary effect on labor markets.
U.S. exports are growing and will likely continue to do so as demand continues to increase from
major trading partners including China, Mexico, Canada, Korea, and Japan. At the writing of this
report, events stemming from Japan’s massive earthquake are still unfolding, and while the human tragedy is enormous, we do not foresee a significant impact on the global or U.S. economy
based on the historical resilience economies have shown in the face of such shocks.
Rising oil prices are less of a threat to the U.S. economy than many perceive. In 2010, the average American used 3.5% or his or her income on energy purchases – considerably less than the
6% used during the oil shock in the 1970s.
Home prices in the United States are at near-record affordability levels and we believe they are
at or near their bottom. Over the next two years, expect sales and production to be in neutral
mode.
American consumers are still overspending with savings rates starting to drift down from an already too-low rate of 6%. As for government spending, the Federal deficit is currently over 10%
of GDP.A major issue is that the United States is largely dependent on foreigners to purchase
this massive quantity of debt. The Fed will eventually have to scale back, given the potential for
inflation, and foreigners may begin to grow shy if inflation rears its ugly head.
Reading the newspaper today can lead to a
case of mental whiplash. The front page continues to show us dismal statistics on economic
growth and the labor markets. And alongside
of these statistics are stories voicing more worries—rising oil prices as a result of the uprisings
in the Middle East, increasing fears of U.S. in-

flation driven by commodity and food costs, and
of course ongoing public deficit crises at the national and local levels contributing to political
bickering and generating at least one claim of
massive municipal defaults in the near future.
Yet when you flip to the financial section of the
paper you see that the S&P is up 12.5% over the
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last quarter with bullish Wall Street predictions
for the rest of the year, the 10-year Treasury
yield is still below 3.5%, risk premiums on highyield bonds have sunk below the average longrun levels, and cap rates for commercial properties are dropping despite falling rents and rising
vacancies. The quick shifts in outlook make you
want to go straight to the comics and throw the
rest away.

The headline gross production growth was only
2.8%, but this was because the growth in demand
was offset by a reduction in the pace of inventory
accumulations. But given that inventory-to-sales
ratios are at long-run average levels, as long as
demand growth continues apace there is no reason to presume that inventories will continue to
be run off this year. As such, continued growth
in gross purchases will be matched by growth in
actual output, with the secondary benefits finally
being seen in the labor markets.

At Beacon Economics, our views sit between the
two extremes. On the one hand, we expect the
U.S. economy to accelerate and we feel that 2011
will be an above-average year for growth—in the
3% to 4% range—short of some unlikely turn
of events. On the other hand, there are significant mid-term worries regarding the current
path of the economy. The primary driver of
the expansion remains fiscal and monetary policies—policies that are going to need to be reversed eventually lest a major financial crisis occur in the U.S. At best this reversal, properly
managed, will slow the expansion sharply. At
worst we could end up in a situation where the
cure ends up being worse than the disease. The
difference between these two outcomes will be
determined by the political battles being fought
across the nation’s capitals.

Although our forecast is in a bit of a flux given the
unsettled nature of current events, we still expect a growth in demand to continue as we move
through 2011, driven by consumer spending, exports, and capital investments. We will discuss
these positive current trends and then examine
the perceived but less immediately troublesome
economic worries, before we finally consider the
real threats to the recovery.

Consumer Spending
In the fourth quarter of 2010, consumer spending was stronger for several reasons. First, incomes are increasing for those who have jobs, by
2% year over year in real terms. This isn’t fast,
but it’s definitely an improvement. Second, even
though households continue to carry a record
amount of mortgage debt, because of low interest
rates the cost of carrying outstanding balances
has fallen back to normal values. The more reasonable costs, combined with stronger consumer
confidence and a rising equity market, has led
Americans to increase their non-mortgage debt
for the first time since the recession began in
2007.The net result is that the strength of the

Even though some of the headline numbers seem
weak, the reality is that the U.S. picked up a
lot of steam in the fourth quarter of 2010. Gross
domestic purchases increased at 6.5% after lagging at about 1% for the first three quarters,
one of the strongest showings since 2006.A closing trade deficit, a suddenly resurgent consumer,
and a bounce in real estate sales all contributed
to the surge.

2011 Monterey Economic Forecast

3

Beacon Economics

fourth quarter has carried over into this year, as
can be seen in trends in automotive sales and retail sales despite the continued slack in the labor
markets.

U.S. Real Exchange Rates
Jan-05 to Feb-11

Index = 100 in Mar-73

120

Foreign Trade
Exports are growing well and will likely continue to do so. The increase in exports is being driven in part by solid growth in our major
export markets, including China, Canada, Mexico, Korea, and Japan. It is also in part the result of the continued real depreciation of the U.S.
dollar, which has made our products more competitive in the world market. While the nominal exchange rate is often the focus of most discussions on exchange rates, the real rate—which
takes into account relative price changes—is actually a more important measure. While price
growth in the United States remains at a mild 1%
(and less for export products) inflation is heating up in many developed nations. Take China, a
country that has borne much of the brunt of U.S.
frustrations over overt efforts to manipulate the
value of our currency. Yet in China the inflation
rate is 5 percentage points higher than here in
the United States; thus, the Chinese yuan has effectively appreciated by 5% relative to the dollar this past year. Overall the U.S. dollar is 15%
cheaper relative to the currencies of our trading
partners than it was in 2005.
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At the writing of this report, the fallout from
a massive earthquake in Japan is still unfolding. The human tragedy is clearly enormous as
aid rushes in from across the globe. The question facing us in this report is how the disaster
might affect our economic outlook. The answer
is that it will not have a significant impact. History has shown that economies are remarkably
resilient to such shocks. Industrial production in
Indonesia continued to grow in 2005 following a
catastrophic tsunami—caused by an earthquake
in the Indian Ocean on the day after Christmas
2004—that claimed an estimated 250,000 human
lives. Earthquakes in San Francisco and Los Angeles have only created a one-quarter ripple in
growth, first slowing and then accelerating as the
economy caught up to pre-event trends.

Business Investment
Lastly there is business investment. During the
recession of 2008-09, the pace of capital investments fell below the rate of depreciation—for
the first time since the Great Depression, the
U.S. capital stock actually stopped growing. But
spending has been bouncing back as capacity
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utilization has risen. Given the strength in consumer spending and foreign demand, we expect
utilization rates to continue to rise. Add this to
easier credit conditions and the accelerated depreciation companies can enjoy this year for capital purchases, and we can expect this part of the
economy to grow.

sion as gas prices went to record (nominal) levels,
and dipped into the steepest part of the downturn even as oil prices came crashing down.

We now turn to some of the supposed threats to
the economy – threats we believe are less menacing than perceived.

Oil Prices
The important qualification with respect to oil
prices is that we can’t be certain what will happen in the Middle East in the coming months. But
it is clear that oil prices in their current range are
not a threat to the economy. First of all, energy
is simply a smaller share of the personal budget than it used to be. In the fourth quarter of
2010, the average American used 3.5% of his or
her income for energy purchases, considerably
less than the 6% at the peak of the oil shock in the
1970s. And Americans get much more mileage
from the same amount of energy—indicating
there is greater elasticity of demand now than
before. When oil prices shot up to record high
levels in 2008 (50% higher than in the seventies in real terms), the proportionate impact on
consumer spending was much more muted, inasmuch as its growth as a share of overall spending
was much smaller.

This isn’t to say that oil and oil prices might not
become a problem—but not yet. Our guess is that
oil prices would have to hit the $160 range for a
significant period of time before prices began to
have a significant negative impact on the economy.

Real Estate
Recent releases from the S&P/Case-Shiller home
price index yet again show a market with sagging prices. Robert Shiller, one of the co-creators
of the index, released a forecast indicating he
thought home values would fall another 20% before finally bottoming out. If it were to occur, a
further decline in home values would set off another wave of foreclosures. Frankly, we find this
scenario highly unlikely. While it is true that the
market is still oversupplied in some areas, prices
have already fallen to a level that, when combined with low interest rates, puts home prices
near a record-high affordability level. Short of

Indeed, the commonly heard claim of a correlation between the slowing of the economy and
high gas prices in 2008 is a complete misconception. The U.S. economy stayed in a mild reces-
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State and Local Budget Problems

a sharp increase in interest rates—a possibility
that seems at best remote for now—we don’t see
this happening.

The budget struggles of local and state governments as they grapple with record deficits
present another source of worry for the markets.
Meredith Whitney made waves in the municipal
bond market when she predicted a tidal wave of
defaults. With all due respect, we feel that Ms.
Whitney’s primary contribution is to bolster the
conventional wisdom that there is no such thing
as bad publicity. Yes, there are budget gaps, but
debt levels aren’t that high; at 1.3 times receipts,
the budget gaps remain below long-run averages,
and with low interest rates the burden is quite
small. And while pension liabilities are a huge issue, they won’t really have an impact for a decade
or more. The funding gap can continue to be ignored in the short term.

This isn’t to say that we expect home prices to
come bouncing back either. Even though the excess supply of housing units is finally starting
to be absorbed, and there has been a decline in
the number of seriously delinquent mortgages,
there is still a simple lack of homeowner equity
in the market. Until equity starts to build, foreclosures will remain a dominant source of supply, and prices will not be able to come off the
very low bottom where they currently rest. Expect sales and production to be a neutral force
over the next two years.
MBA Total Distressed Mortgages
Q1-98 to Q4-10
Distressed Mortgages (000s, SA)

3,000

Notably, the budget problems are not due to declining revenues. In fact, it is quite the opposite;
revenues have been rising at a decent clip. But no
concrete steps were taken to address the budget
gaps of the past three years—instead, temporary
measures and accounting gimmicks were the primary means of balancing the budget. Now all of
that avoidance is catching up to us. But once the
current gaps are filled, spending growth can occur on a normal basis.
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A very similar statement can be made for the
commercial markets. While aggressive intervention by banks in their portfolios headed off a
wave of foreclosures in the commercial market,
vacancy rates are still quite high, and rents continue to weaken. Look for little in the way of new
construction for the near future.

Lastly, it must always be remembered that public defaults are a political rather than economic
choice. For all but the smallest areas, there is a
certain amount of revenue that can be raised if
there is the political will to do so. Look for local
government to be a drag on the economy in the
near term, but not to set off any new financial
crisis.
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For each issue discussed above that we don’t have
to worry about, there are other challenges that
do pose legitimate concerns. The good news is
that they aren’t immediately pressing, but eventually the following situations will need to be addressed.

And this is real money we are talking about. The
deficit is currently in the $1.3 trillion to $1.4 trillion range, over 10% of GDP. This will stay in the
higher portion of single digits for the next two
years at least, leaving the federal deficit with a
net debt rate of 80% to 85% by the end of the next
fiscal year. (Of course, these figures do not include unfunded losses that Fannie Mae and Freddie Mac may eventually incur.) Given that many
developed nations carry similar debt loads with
little difficulty, one could presume that the debt
load could be safe for the U.S.

Consumers and the Federal Deficit
Although the American consumer is recovering
nicely, the elephant in the room that is being ignored is that Americans are still overspending.
Savings rates are actually starting to drift down
again, from a still too-low rate of 6%. The savings rate dropped to 5.4% of disposable income at
the end of the year and spending surged ahead.
Furthermore, spending levels are already being
artificially supported by the low tax rate Americans are currently enjoying as a result of both the
Bush tax plan and the stimulus tax cut plan. The
low tax rate sounds nice, but it’s really no different than the personal borrowing binge that began a decade ago, only this time it’s the government that’s doing the borrowing for consumers.

But there are a few significant issues that need
to be considered. The United States is largely dependent on the Federal Reserve and on foreigners to purchase this massive quantity of debt. The
Fed will eventually have to scale back, given the
potential for inflation, and foreigners may also
begin to grow shy if inflation should raise its ugly
head. The good news, in the short run, is that
worldwide turmoil creates a degree of risk adversity in the world financial markets—making the
U.S. bond a more desirable product for now and
keeping rates low.
In general, the more debt a nation is currently
carrying, the smaller leeway it has to use fiscal policy in the event of future economic challenges. It isn’t clear that we should be using all
of our ammunition at this point. In addition, the
growing cost of the debt service is a problem that
could grow exponentially if there is even a hint
of inflation in the U.S. economy. This will force
a rapid increase in taxes if Congress still does
not have the stomach to enact a massive change
in one or more of the major entitlement programs, as there simply isn’t enough latitude in
the discretionary programs (outside of defense)

U.S. Consumption as % of Total Income
Q1-70 to Q4-10
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to make cuts that would close the budget gap.
And remember—while it is easy to bail out Greece
or Ireland, who can bail out a quarter of the
world’s economy?

level is doing just fine, thank you very much. So
which is it?
My personal money is split between options 2
and 4. In the short run, the price level is just
fine. Yes, commodity prices are going up, but the
pass through to final goods is small even in a
full employment economy. With slack in the system, as currently exists, the pass through will
be even smaller. The Fed has done a masterful
job with quantitative easing to date. Recognizing that most of the funds would remain in the
banks in the form of excess reserves (à la Japan
in the 1990s when Japan attempted quantitative
easing), the Fed put in 20 times as much as it
needed to offset the deflationary drop in monetary velocity.

As for the current budget battles, it is clear
that the rules both sides have stuck to—namely,
to ignore entitlement costs and defense spending—suggests that they won’t be able to truly reduce the deficit anytime soon. Most of the debate will center on the merits of the cuts rather
than on the quantity, and as such the federal government will be a mild drag on the economy as
it cuts spending slowly while debt continues to
pile up. We don’t foresee any problems with the
deficits in the short run, but they will have to be
dealt with in the next few years or the situation
could grow into crisis proportions. Thus there is
the potential for another painful but necessary
contraction in consumer spending. We only hope
that this next time the problem is managed appropriately.

But at the same time, the Fed should already be
thinking about an exit strategy. M2 growth, the
best leading indicator of inflation, began to accelerate in the second half of 2010. It’s still too
slow of a pace to worry about, but the stabilization of the lending markets and the slight growth
in some sectors support the idea that banks may
begin to use a portion of these reserves for lending, a process that will surely lead to faster acceleration. One might wonder what the purpose of
the second $600 billion injection of liquidity into
the market underway right now is going to accomplish in the grand scheme of things; the riskreward profile seems to be considerably tilted in
the risk direction.

Inflation
The path of prices is always difficult to forecast, but this time the experts seem all over the
map—a fitting metaphor for the economy overall. Some experts claim deflation is still a threat,
although this segment has shrunk rapidly in recent months. Other experts claim that we are
heading toward hyperinflation, while still others say we are already in an inflationary environment that is being masked by the high jinks of the
Bureau of Labor Statistics. And of course, there
is another opinion, shared by Ben Bernanke, the
chairman of the Federal Reserve, that the price

One thing is clear: current rates on 10-year bonds
are reflecting at best a moderate acceleration of
price growth in coming years. If Bernanke pulls
off this trick and succeeds, we may well end up
in a new era of low interest rates, not unlike the
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time before the 1970s and inflation. If not, and
inflation does creep into the system, the pain to
the economy will be enormous.

from the system, just papered over with massive amounts of policy. At best, the recovery
will slow in 2013 as these problems are properly addressed. Alternatively, a lack of resolve
could lead us into yet another recession, this one
driven by the policy decisions made to minimize
the last one.

The Financial Markets
Given the worries outlined above, it perhaps
seems amazing that the financial markets are
as bullish as they appear. The equity markets
worldwide are moving back toward their previous peaks, risk premiums have dropped to prerecession lows, and the bond markets are showing no signs of worry regarding U.S. sovereign
debt levels or the potential for inflation. Cap
rates are falling in commercial markets as well,
despite high vacancy rates. Given that the markets appear to be taking most of the good news as
having a degree of sustainability, it makes sense
to me that the next two years could be good for
asset values. But… it also seems as if asset prices
are already a little high given the growth potential for the U.S. economy. As such, much of these
gains may not stay in the system. When a correction may occur is hard to say, as always. But
the uncertainty surely suggests that the massive
ups and downs of the markets over the past two
decades have not ended.
To summarize, the next year will be good for the
U.S. economy. Strong growth in business spending and exports, along with normal growth in
consumer spending, will offset the flat construction sectors and the modest drain from public
spending cuts. This growth will likely continue
into 2012, depending on how many of the oneyear tax cuts get extended once again, a virtual certainty as we move into an election year.
But the problems have not been fully removed
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Key Chapter Findings
While California's labor markets are slowly improving, the state will be living with a double-digit
unemployment rate through the remainder of 2011 and into 2012.
Home sales in California will gradually begin rising, although prices will remain relatively flat
through 2011 and into 2012.
In the current fiscal year, California sales tax revenue is nearly 1% higher than it was in the
previous fiscal year. This is a result of solid improvements in taxable sales across the state.
During the recent recession, California lost far fewer residents than it did during the recession
of the 1990s. Between 2004 and 2010, the state lost fewer than 500,000 residents, just over 1% of
its base.

We Want Some J-O-B-S

Along with the education and health care sectors,
which were relatively unaffected by the recession, administrative support and professional,
scientific, and technical services have been contributing to the economic rebound—accounting
for more than half of all the job gains since the
trough. Farm employment, wholesale trade, and
transportation and warehousing have also seen
some solid increases over the past six months,
helped, in part, by rising international trade
at the ports of Oakland, Los Angeles, and Long
Beach.

The good news is that California is traveling
down the road toward economic recovery; however, that road is proving to be difficult to navigate as it is littered with the lingering effects
of the recession. Among the most positive recent developments are the new employment figures released by the Employment Development
Department (EDD). Each year, the EDD updates
their benchmark employment series based on a
census of employers in the state. These new numbers released in March paint a much better picture of California’s labor markets. Specifically,
the update shows 60,000 more positions in total
nonfarm employment than in the earlier release.
Indeed, the prior estimates indicated a decline
in employment of nearly 1.4 million jobs from
peak to trough, while the new estimates show a
slightly smaller decline at 1.35 million jobs. Additionally, we have added back more than 110,000
jobs through the end of 2010 since hitting bottom, rather than the 87,500 positions previously
cited.

Despite these encouraging signs, other sectors
are struggling to get out of the slump. Unsurprisingly, given the nature of this specific downturn, sectors tied to the housing market have yet
to see much job growth. The real estate, rental,
and leasing industry hit a new low in January,
and, with the exception of a strong January number, construction has yet to emerge from the doldrums. Even the retail sector, which has seen
some decent growth on the spending side, has
not been able to translate these gains into a significant number of new positions relative to its
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California Industry Employment Changes
Peak to Trough, Great Recession of 2007-2010
Industry

Trough
Month

Trough
Employment
(000s)

Jan-11
Employment
(000s)

Total Farm
Dec-09
349.0
Total Nonfarm
Sep-10
13,847.9
Educational/Health
N/A
N/A
Administrative
Sep-09
828.2
Prof./Sci./Tech.
Dec-09
995.2
Leisure/Hospitality
Mar-10
1,481.9
Construction
Sep-10
543.2
Wholesale Trade
Dec-09
632.2
Retail Trade
Aug-09
1,504.4
Information
Apr-10
420.1
Local Government
Sep-10
1,645.1
State Government
Jun-10
478.1
Manufacturing
Sep-10
1,236.7
Federal Government
Apr-08
246.6
Transport./Warehous./Util. Nov-10
463.2
Management
Dec-10
188.1
Mining/Logging
Dec-09
25.3
Financial Activities
Jan-11
756.6
Other Services
Jan-11
478.1
Source: California Employment Development Department
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384.1
13,971.2
1,812.4
884.4
1,023.9
1,509.4
568.1
651.7
1,520.6
432.9
1,656.9
489.5
1,246.4
254.1
468.2
190.8
27.2
756.6
478.1

Change
(000s) (%)
35.1
123.3
N/A
56.2
28.7
27.5
24.9
19.5
16.2
12.8
11.8
11.4
9.7
7.5
5.0
2.7
1.9
0.0
0.0

10.1
0.9
N/A
6.8
2.9
1.9
4.6
3.1
1.1
3.0
0.7
2.4
0.8
3.0
1.1
1.4
7.5
0.0
0.0
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Population Growth in California
Comparison of 1990s and 2007-10 Recessions

job base. Some sectors, including financial activities and “other services” have continued their
downward slide into 2011. These mixed signals
suggest that even though we are well on our way
down the road to recovery, the severe nature of
the recession means it’s going to be a long journey.

1991-1998

2004-2010

Domestic Out-Migration -1,492,726
-483,423
Foreign Immigration
1,511,155
983,904
Natural Increase
2,385,923 1,871,946
Population Growth
2,404,352 2,372,427
Source: California Department of Finance

Demographics Hold Steady... for Now
of our closest neighbors—experiencing doubledigit unemployment. Thus, the perceived benefits of moving to another state have not been
as strong of a pull. Second, as hard as the housing meltdown has been for those who bought
homes during the bubble, prices have fallen to
some of their most affordable levels in many
years. In addition, population growth overall
has maintained a slightly higher rate than in
the 1990s. This is due in part to international
immigration, which has run more than double
the out-migration of domestic residents, rather
than matching the numbers as was the case in
the 1990s. Natural increase in our population
through new births (taking into account the attrition through deaths) has also continued at a
healthy pace through 2010.

Traditionally, the strain of recession has caused
population growth to slow dramatically, as California residents leave the state in search of better
opportunities elsewhere. This time is no different, although domestic out-migration has been
slightly smaller in magnitude so far. From 1991
to 1998, when unemployment reached a peak
of 9.8%, we saw almost 1.5 million Californians
leave the state, representing almost 5% of the
prerecession population. Population growth remained positive, though below 1%, during the
1990s due to strong increases in new births and
continued immigration from abroad.
In the current recession, we have seen a much
smaller share of our prerecession population
leave the state. So far, fewer than 500,000 residents have migrated out of California, which is
just over 1% of our base. This is in spite of the
fact that this recession has been much deeper
and more substantial, with unemployment peaking at 12.5%.

Recent data show that California’s demographics
have held steady through 2010, but we may continue to see slow population growth as more of
our current residents consider moving to other
states. During the 1990s, the exodus of Californians took place over a seven-year period. We
have so far seen six years of out-migration from
2004 to 2010, and the unemployment rate remains naggingly high. Home prices are more affordable, however, which could help to stem the
tide. And, with a weak dollar and a rebound-

There are several distinctive features of this recession that are causing California to buck the
historical trend of experiencing domestic outmigration. First, this recession was felt across
the country, with several states—including some
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ing global economy, we should continue to see
more international immigration, which will help
to bolster our housing market, boost consumer
spending, and ultimately help our labor markets.

it is also good news for the economic community:
some of the most up-to-date indicators show that
the fundamentals in California continue to improve.
However, from a fiscal standpoint, we still need
to address the budget fiasco. Many of the increases in revenues were based on temporary
solutions to fill gaps over the short run, but
most of these will expire unless an extension is
passed by the voters, as proposed under the governor’s budget. Although sales tax revenues and
their underlying base—taxable sales—are growing again, this is due to a temporary increase in
the tax rate in addition to a growing base. A reduction in both the sales tax and the personal income tax rates are slated to take place under current law in June, and thus far Governor Brown
has had little success in drumming up Republican support to place the extension of these rate
increases before voters. The Department of Finance estimates that the expiration of the rate
increases will result in a loss of almost $3.3 billion personal income taxes for general fund revenues over the next two years and that the state
will have a bigger hole to fill in terms of lost sales
tax revenue. This means that consumer spending
and income will have to rise faster to make up
the difference, which is unlikely given the slow
recovery we are forecasting.

State Budget Improving, but Needs
Work
California’s annual struggles to address its state
budget problems have long been a source of contempt for newsmakers, political candidates, and
the public alike—in many cases for good reason.
California continues to face a budget shortfall
that is far too large, and lawmakers would be wise
to act sooner rather than later to address it with
permanent solutions.
Revenues have begun to improve over the past
six months, and we are on track to end this fiscal year with higher revenues than we received
during the last fiscal year. Personal income taxes
have been coming in consistently higher than
the figures from last year and are higher than
the recently released estimates from the Department of Finance (DOF). Increases in employment
statewide and rising hours for existing workers
have both contributed to the rise in personal income. Increases in efficiency and productivity
are no longer producing a dampening effect, and
we are beginning to see rising jobs, wages, and incomes. And, after curbing their spending during
the Great Recession, California’s consumers are
beginning to open their wallets again. Sales tax
revenues are nearly 1% higher than in the last
fiscal year, with solid improvements in taxable
sales across the state, although they are tracking only slightly above DOF’s estimates. This all a
welcome respite for our beleaguered budget, but
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Some progress has been made on the expenditure side, but so far there has yet to be any consensus in Sacramento on what will be prioritized.
The underlying economy is improving, but that is
only half of the battle in dealing with California’s
budget gap. We need serious, long-term solutions
on both the revenue and expenditure side if we
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California General Fund Revenues
Comparison of Fiscal Year 2009-10 and 2010-11
2009-10
$ Millions

2010-11
$ Millions

Corporation Tax
Personal Income Tax
Sales and Use Tax

4,266
26,952
17,608

4,146
31,838
17,745

-120
4,886
137

−2.8
18.1
0.8

Big 3 Total

48,826

53,729

4,902

10.0

Other Revenue

3,397

3,413

15

0.5

Total Revenues

52,224

57,142

4,918

9.4

1,760

1,833

72

4.1

Total GF Receipts
53,984
58,974
Source: California State Controller's Office

4,990

9.2

Revenue Stream

Non-Revenues

are going to dig ourselves out of this $20 billion
hole .

Change
$ Millions Percent

to our prerecession peaks. The housing market,
whose fundamentals in terms of affordability are
improving, will continue to face significant numbers of distressed properties, a large inventory
of unsold homes, and slow household formation
as the economy slowly heals. Sales will gradually
begin to improve, but prices are expected to remain relatively flat through 2011 and into 2012,
before starting to climb upward at a more modest pace. New construction activity will remain
weak, which will limit the number of construction jobs California will be able to regain over the
next few years.

Forecast Highlights
There is no doubt that California is heading down
the road to recovery. The labor markets have begun to improve, and recently released estimates
indicate a healthier economy than initially reported. The state’s budget has seen increases in
revenues, further reinforcing the belief that our
fundamentals are moving in the right direction,
and we have seen relative stability in our demographics considering the depth and extent of the
downturn.

The good news is that international trade will
continue to bolster the state’s economy. A
weak dollar and rising demand from abroad
will spur additional hiring at and around our
ports and airports, boosting revenues for farms,
export-oriented businesses, and tourism. The
mini-investment boom that we are experiencing around the nation will also benefit California
through increased demand for our manufactured
products and for our professional, scientific, and
technical services. The worst is definitely behind

However, there are still many challenges ahead,
which is why Beacon Economics is forecasting
a steady but prolonged recovery for California’s
economy. The labor markets will continue to improve, but we will have to deal with double-digit
unemployment for the remainder of 2011 and
2012. Total nonfarm employment will keep growing, but it will be several years before we get back
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us and continued growth is ahead, but remain patient—this was a severe recession and it will take
time to recover.
California Labor Market Forecast
16,000

Unemployment Rate (%, SA)

12

15,000

10

14,000

8

13,000

6

4

12,000

Q1-95

Q3-98

Q1-02

Q3-05

Unemployment Rate

Q1-09

Q3-12

Total Nonfarm Employment (000s, SA)

Q1-95 to Q4-15

Q1-16

Nonfarm Employment

Forecasts by Beacon Economics
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Key Chapter Findings
Employment continued to trend downward in Monterey through the second half of 2010, when
many other places had begun to see modest but tangible gains in payroll employment. The
county’s economy is heavily tied to the retail, tourism, and housing and construction industries, which were the hardest hit sectors over the past few years.
However, recent revisions by the Employment Development Department (EDD) show that the
region’s labor markets fared slightly better in 2010 than previously reported.
The drop in the unemployment rate may be a more ambiguous indicator as discouraged residents have dropped out of the labor force, which suggests that the recovery in Monterey may
be more prolonged than elsewhere in the state.
This is not to say that the news is all bad for the region: 2009 was the best year ever for Monterey’s farms, with more than $4 billion in agricultural output; The falling dollar has helped to
buoy international tourism in Monterey; and the county benefitted from a particularly good
year for California exports across the board.
Consumers are loosening their purse strings again, and the holiday season was particularly good
in Monterey, with taxable sales jumping almost 4% in the last quarter of 2010 on a seasonally
adjusted basis.
Monterey has weathered the worst of the storm, but we are still in the rebuilding phase.
Monterey County’s labor markets will lag behind those in other parts of the state.
Beacon Economics forecasts real estate to remain weak over the course of the next year and a
half.
However, there are bright sports on the horizon. Exports, agriculture, and tourism and retail
spending are projected to experience continued growth as the economy heals.

Are We There Yet?

markets fared slightly better in 2010 than previously reported. Total nonfarm employment under the revised (2010) benchmark was roughly
1,200 jobs larger than in the prior (2009) benchmark. This is no doubt good news for Monterey,
which was hit hard by the Great Recession, as
was the rest of California’s Central Coast. However, employment continued to trend downward
in Monterey through the second half of 2010,

There are clear indications that both the U.S.
economy and the California economy have
turned the corner, especially in light of recent
gains in the labor markets, but the economy in
Monterey County continues to lag behind. Recent revisions by the Employment Development
Department (EDD) show that the region’s labor
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when many other places had begun to see modest
but tangible gains in payroll employment.

the jobs located in Monterey County, regardless
of whether they are filled by the region’s residents or by outsiders who commute into Monterey each day.

Nonfarm Employment (000s, SA)

EDD Employment Revisions
Jan-07 - Feb-11
130

The region’s strong ties with the Bay Area have
helped to lower Monterey’s unemployment figures in recent months, even though the county’s
nonfarm employment lags behind. Silicon Valley has been leading the employment recovery
in California, and Monterey’s household numbers suggest that at least some residents are benefiting from the rebound to the north. While
the county shed roughly 2,500 jobs between June
2010 and January 2011, its unemployment rate
dropped below 12% for the first time in almost
two years, after peaking at 14.2% in October 2010.

128
126
124
122
120
Jan-07

Aug-07

Mar-08

Oct-08

May-09

2010 EDD Benchmark

Dec-09

Jul-10

Feb-11

2009 EDD Benchmark

Source: California Employment Development Department

In part, this is not surprising. In addition to having a strong agricultural base, Monterey County’s
economy is heavily tied to the retail, tourism,
and housing and construction industries. These
were the hardest hit sectors over the past few
years, and declines in these industries drove
much of the recent downturn. Moreover, Monterey County has a relatively small jobs base relative to the size of its population. Because it lacks
some of the diversity of its larger neighbors to
the north and south, it is natural for the county
to rebound at a slower rate.

Yet scratching the surface of this number, we see
that the regional economy still has a long way to
go before it catches its stride. Although we have
seen some stability in the employment numbers
as residents take advantage of the job growth
in neighboring counties, the drop in the unemployment rate may be a more ambiguous indicator. It’s possible that the unemployment rate has
fallen because some unemployed residents have
become discouraged and have dropped out of the
labor force. More than 4,000 residents became
discouraged and stopped looking for work during the past seven months, which has helped to
bring the unemployment rate down but also suggests that the recovery in Monterey may be more
prolonged than elsewhere in the state.

Monterey County’s economy remains heavily
tied to the labor markets in the Bay Area, however, and many residents commute to jobs in
the South Bay, East Bay, and even on the Peninsula. We can clearly see in the EDD numbers
that household employment far exceeds payroll jobs—this is because the two numbers measure different populations. Household employment measures the number of Monterey County
residents who have a job, regardless of where
they work. The payroll job figures capture all of
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Hitting the Spot
Nonfarm Employment (000s, SA)

EDD Employment Revisions

This is not to say that the news is all bad for
the region. In fact, there are several developments in the macroeconomy that play directly
to Monterey’s strengths. Chief among these are
the weak dollar and growing consumer spending. Due to its natural beauty, abundance of parks
and recreation areas, and proximity to major
employment and residential centers in the Bay
Area and Central Coast, Monterey is a Mecca
for both domestic and international tourism.
In fact, during the downturn, many Americans
substituted domestic vacations for international
travel, which helped to bolster the leisure and
hospitality industries locally.

Jan-07 - Feb-11
130
128
126
124
122
120
Jan-07

Aug-07

Mar-08

Oct-08

2010 EDD Benchmark

May-09

Dec-09

Jul-10

Feb-11

2009 EDD Benchmark

Source: California Employment Development Department

Monterey’s agricultural sector remains a bright
spot in its overall economy. It is often said
that Monterey is the “salad bowl of the world,”
and the agricultural sector continued to perform well in 2010 for much the same reasons as
leisure and hospitality. Monterey is somewhat
unique in the sense that the county is primarily independent in terms of its water needs due
to fairly healthy ground-water supplies. Thus,
while other farming regions of California are either at the mercy of rainfall or dependent on water supplies brought in from other parts of the
state, Monterey County remains somewhat insulated from these water concerns. When many
of our state’s key agricultural areas battled first
with low rainfalls and later with flooding that
wreaked havoc on crops and livestock, Monterey’s farms continued to do well. In fact, recently released data by the Monterey County
Agricultural Commissioner shows that 2009 was
the best year ever for Monterey’s farms, with
more than $4 billion in agricultural output.

Now that the domestic economy has begun to
improve, and to a greater extent the economy
abroad, Monterey should continue to experience
increases in employment in leisure and hospitality. That is, Monterey is positioned to benefit not only from the economic upswings but
from the combination of a healthier economy
and a depressed dollar. The real exchange rate
against a broad basket of currencies reached
its lowest level in the past four decades. The
falling dollar has certainly helped to buoy international tourism in Monterey and in other parts
of California. Indeed, the leisure and hospitality
sector was one of the primary beneficiaries of
the EDD’s employment revisions; the sector has
grown steadily over the past six months in the
region—adding almost 600 jobs since July. These
trends are also borne out by the local hotel statistics, which show that both occupancy rates and
room rates are up in 2011, although they remain
slightly lower than those of neighboring Central
Coast counties.

The gains in agricultural output were no doubt
aided by the weak dollar that increased the relative affordability of our crops abroad. Indeed,
2010 was a particularly good year for California
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exports across the board—trade was up at nearly
all of our major airports and seaports. And, when
we look at exports by commodity type, we can
see the significance of Monterey County’s output.
Agricultural exports were the sixth-largest export in California, behind computers, industrial
machinery, transportation products, and miscellaneous manufacturing. Specifically, agricultural
exports grew by more than 19% in 2010, and thus
far in 2011 they are tracking at more than 16%
above 2010 levels. This increase in agricultural
exports has no doubt helped Monterey County
move through the economic downturn, with the
gains in agricultural output also translating into
a fairly respectable boost in wholesale trade employment (although we have yet to see much
job growth in the transportation sector). Beacon
Economics forecasts a few more years of strong
growth as the dollar remains low and as global
and domestic demand continue to rise.

Monterey County Taxable Sales
Q1-07 - Q4-10

$ Millions (SA)

1,500

1,300

1,200

1,100
Q1-07

Q4-07

Q3-08

Q2-09

Q1-10

Q4-10

Source: California State Board of Equalization

As we will discuss later, retail trade in Monterey
makes up a larger share of the region’s economy
than we see in other parts of the state. According to the Bureau of Economic Analysis (BEA), retail accounts for 8.6% of the Monterey economy,
while it makes up only 6% of the state economy
overall. Thus, the recent uptick in spending has
been more than welcome and much needed to
stimulate other parts of the economy. Part of the
increased spending can be attributed to recent
increases in tourism to the area, but it is also due
to increased spending by locals.

The Consumer Bump—Finally Loosening Purse-Strings
In addition to benefiting from the improvements
in tourism and agricultural, Monterey County
is beginning to benefit from consumers loosening their purse strings again. After declining by
more than 20% from the first quarter of 2007 to
the second quarter of 2009, taxable sales have
been growing strongly. Recently released numbers for the last quarter of 2010 show that consumer spending on goods has rallied by nearly
12% since hitting bottom. The holiday season was
particularly good in Monterey, with taxable sales
jumping almost 4% in the last quarter of 2010 on
a seasonally adjusted basis.
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After ratcheting up savings rates from near zero
before the recession to more than 5%, con-
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sumers are beginning to feel comfortable spending again. There are several incentive programs
being offered by the federal government to spur
spending on durables, as well as the benefit of
low interest rates that can reduce the burden
of financing big-ticket items like cars and appliances. And, given that many homeowners lack
the option to move since home prices have fallen
so far, many are focusing on improving their current residences, which stimulates more spending
in Monterey. Even retail trade, arguably the most
affected industry during the recession, has begun
to add jobs in Monterey. Though the gains are
small, the increases in taxable sales are helping
to get the region back on the road to recovery.

ery will take time and it will be several years before we return to the prerecession peaks for taxable sales or retail employment.

How About Housing?
Housing has yet to see a rebound in Monterey or
in other parts of the state. The large inventory of
unsold homes, owing to short sales and foreclosures as well as to overbuilding during the bubble, has kept home prices fairly flat over the past
year. There was a strong uptick in home sales
in 2010, when buyers moved to take advantage
of first-time homebuyer tax credits and low interest rates. However, most of this activity was
merely borrowing sales from the future, as evidenced from the sharp decline in home sales in
mid- to late-2010 when the credit expired.

Personal Income Forecast
Q1-95 - Q4-15
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Monterey Housing Market Forecast
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Beacon Economics currently forecasts that taxable sales in Monterey County will continue to
rise over the medium-run. With slowly recovering labor markets and low interest rates across
the country, people will start to get more comfortable spending again. Monterey will be no exception, and taxable sales could grow even faster
than in the state overall. This should induce additional hiring in the retail sector in 2011 and 2012,
despite increased efficiency and productivity at
most retail establishments. However, the recov-

Home Sales (SA)

Q1-95 - Q4-15
15

Median Home Price (SA)

Billions of Dollars (SA)
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According to real estate professionals throughout California, financing—particularly for the
middle-market buyers who need jumbo-conforming
or jumbo loans—is fairly difficult to secure in today’s market, despite low interest rates. This has
been evident in Monterey County as well, with
home prices that initially popped up from their
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So, What’s the Punch Line?

low of under $200,000 in the second quarter of
2009 to reach $250,000 in mid-2010. However, by
the end of 2010 the median price of an existing single-family home had fallen back into the
$230,000 range.

The bottom line for Monterey is that we have
weathered the worst of the storm, but we are still
in the rebuilding phase. The region has sustained
some critical damage as a result of the Great Recession and the repairs will take time. Monterey
County’s labor markets continue to lag behind
those in other parts of the state, which have already seen some modest growth in jobs. However, there are positive signs on the horizon. Revised employment numbers frame the economy
in Monterey County in a slightly better light, and
some sectors have begun to turn the corner.

Construction Market Forecast
0
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Unemployment Rate (%, SA)

Q1-95 - Q4-15

Monterey County had one of the largest housing
bubbles along the Central Coast and has subsequently seen one of the largest collapses. The collapse brought about a rash of distressed mortgages—many of which underwent foreclosure
proceedings and many more that remain underwater. Unfortunately, the positive trends we are
beginning to see on the labor and income sides of
the equation will be mitigated by these distressed
properties for the near term. Beacon Economics
forecasts that sales will remain fairly flat through
2011 before picking up gradually in 2012. This
will keep price growth at bay for the next few
years, after which prices will begin growing at
a more modest pace that is in line with income
growth in the region. The good news in housing
is that the worst is behind us, we just need to
stay patient as the problems are worked out of
the system.
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Housing remains a sore spot, but given the extent
and severity of the housing meltdown, particularly in Monterey, we did not expect to see prices
come roaring back as soon as the National Bureau
of Economic Research (NBER) declared the recession over. Beacon Economics forecasts real estate
to remain weak over the course of the next year
and a half as the housing market reduces inventory and works through foreclosures.
That said, a few bright spots are beginning to
emerge: the agricultural sector has been strong
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throughout the recession. Exports to the rest of
the world are up, and agricultural exports in
general are performing particularly well, which
should continue to bolster Monterey’s economy.
Tourism and retail spending are also projected
to experience continued growth as the economy
heals. We are certainly on the upswing, but initially growth may be hard to spot. Unemployment is expected to come down gradually, but
will remain in the double digits for several years.
Beacon Economics expects to see some nonfarm
job growth in Monterey in 2011, but it will be
muted and won’t reach the prerecession peak for
several years. The Great Recession is behind us
but the recovery will be slow and less than spectacular.
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Key Chapter Findings
2010 labor market statistics were revised using an updated benchmark, and were generally better than preliminary figures.
Strong farm employment has led to growth in total employment, but Nonfarm payrolls have
declined for seven consecutive months.
Consumer spending is on the rise. Taxable sales in the third quarter of 2010 were much improved
over the third quarter of 2009. Nearly all cities in Monterey County posted gains.
Tourism flows have started to return. Occupancy rates are up in Monterey County, but other
Central Coast counties saw larger increases.

Labor Markets

grow again. Monterey County saw employment
gains in eight months in 2010, ending the year
with a net gain of 4,600 jobs. This positive trend
continued in January of 2011, with the addition
of another 2,700 jobs.

The California Employment Development Department recently released revised labor market
statistics for 2010 based on an updated benchmark. The updated figures show that 2010 was
better than the preliminary figures would have
suggested. December of 2010 Nonfarm employment was revised up by 1,200 jobs. Sectors that
were positively impacted by the new benchmark
include Wholesale Trade and Retail Trade. Some
sectors that were revised downward include Construction and Manufacturing. The data described
here are the updated data, using the latest benchmark. As we will soon see, even with these upward revisions, Monterey County's labor market
remains weak.

Benchmark Comparison
Monterey County, Dec-10 (thousands)
Benchmark Year

Industry
Wholesale Trade
Retail Trade
Arts & Entertainment
Local Government
Other Services
Health Care
Information
Federal Government
Natural Resources
State Government
Logistics
Durable Manufacturing
Accommodation
Education
Construction
Non-Durable Manufacturing

While parts of the local economy showed signs of
recovery, 2010 was a challenging year for Monterey County's labor markets. The most recent
Industry Survey data from the California Employment Development Department show that
total employment−the sum of nonfarm employment and farm employment−since hitting a recessionary low in April of 2009, has started to

2009

2010

5.0
14.6
2.1
20.1
4.5
11.3
1.6
5.6
0.2
5.6
3.4
1.5
18.1
2.5
4.1
3.7

5.4
15.0
2.3
20.3
4.7
11.4
1.6
5.6
0.2
5.6
3.3
1.4
17.9
2.3
3.9
3.5

Change
0.4
0.4
0.3
0.2
0.2
0.1
0.0
0.0
0.0
−0.0
−0.1
−0.1
−0.1
−0.2
−0.2
−0.2

Total Nonfarm
119.1
120.3
1.2
Source: California Employment Development Department
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ering the cyclical nature of the trend, this sector
looks to be impacted less by downturns and more
by sector-specific issues, such as growing conditions. In fact, even as some sectors have continued to shed jobs, farm employment in January of
2011 was at its highest level on record, at 49,800
jobs. A weak dollar has led to a boost in agricultural exports from Monterey County, which has
translated to demand for agricultural labor.

Nonfarm Employment
Monterey County, Dec-08 to Jan-11

Thousands (SA)
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Farm Employment
Monterey County, Jan-90 to Jan-11
50

Thousands (SA and Smoothed)

But when we break down total employment, we
see something different. Even as total employment has grown, nonfarm payrolls have shrunk,
indicating that the recovery in Monterey County
continues to be rather jobless. California added
nonfarm payroll jobs each month from October
of 2010 through January of 2011, while Monterey
County has not added nonfarm payroll jobs since
June of 2010.

Index (Jan-90 = 100, SA)
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San Luis Obispo County
California

Source: California Employment Development Department

Growth in total employment has been driven entirely by strong growth in farm employment.
The long term trend shows fluctuations over
time, but the level of farm employment has remained strong throughout the recession. Consid-
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Jan-97

Jul-00

Jan-04

Jul-07

Jan-11

Following Farming and local government, Leisure
and Hospitality, and Retail Trade are the next
largest sectors of employment. The workers
in these two sectors support Monterey County
tourism, which is a significant part of the local
economy. Informal sector employment in Monterey County grew throughout the recession.
This sector includes workers who are employed
but not on a company's payroll, such as daycare
providers, house-cleaners, and gardeners. Considering that growth in payroll employment has
been so sluggish, it is not surprising to see a
larger number of workers seeking this type of
employment.
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Source: California Employment Development Department
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Selected Counties and California, Jan-90 to Jan-11
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Consumer spending, and subsequently Retail employment, was severely impacted by the down-
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Employment by Industry
Selected Counties, 2010 Annual Average (thousands)

turn. At the beginning of the "Great Recession,"
Retail employment was trending up, peaking
at 17,400 jobs in February of 2008. From this
peak, we witnessed a protracted and precipitous
month-to-month decline that lasted until June of
2009. After hitting a low of 14,820 jobs in January of 2010, Retail employment trended up very
slowly for most of the year. Retail employment
performed similarly in both Santa Cruz County
and San Luis Obispo County.

Retail Trade Employment
Selected Counties and California, Jan-90 to Jan-11
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Construction Employment
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For some sectors, stagnant job growth comes as
no surprise. For example, Construction employment fell nearly every month since the recession began, and hiring is unlikely to begin until
existing supply of real estate is absorbed. However, the weak performance of Retail employment is surprising because the Retail Trade sector was not fundamentally affected by the downturn in the same way that the Construction sector was. Consumer spending in Monterey County
was significantly better in 2010 than it was in

6
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2009, which should have resulted in stronger job
growth than what was observed. That local retail
Santa
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As tourism flows fell during the recession, so did
Leisure and Hospitality employment. However,
the drop in employment levels was less dramatic
than what we observed in the Retail Trade sector. Statewide, Leisure and Hospitality employ-
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ment grew each month from September of 2010
through December of 2010. The Counties of Monterey, Santa Barbara, Santa Cruz, and San Luis
Obispo all saw slow growth during 2010, as Central Coast tourism showed signs of a rebound.

household employment grew by 3,900, while the
number of unemployed residents fell by 1,300,
leading to a 0.8 percentage point decline in the
unemployment rate. But because nonfarm payrolls have yet to turn the corner, it is likely that
many newly employed residents found work in
neighboring counties, such as Santa Clara and
San Luis Obispo, where nonfarm employment has
actually increased.

Leisure and Hospitality Employment
Selected Counties and California, Jan-90 to Jan-11
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Jan-04

Jul-07

Jan-11
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Unlike the Industry Survey, data from the Household Employment Survey measures employment
by place of residence rather than place of work.
Monterey County, which historically has the
highest unemployment rate among Central Coast
counties, began 2010 with a seasonally adjusted
unemployment rate of 12.2%. From January of
2010, the unemployment rate rose steadily, peaking at 14.2% in October of 2010. The unemployment rate has dropped 2.5 percentage points
since hitting this peak, falling to 11.7% in January of 2011. A lower unemployment rate is good
news, but we are interested in why this is happening. One possibility is that unemployed workers stopped looking for work, and dropped out of
the labor force. This would cause the unemployment rate to fall, but is not necessarily a positive sign. Another possibility is that unemployed
residents were successful in their job searches,
which is exactly what happened in January of
2011. From December of 2010 to January of 2011,
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Household Employment Statistics
Monterey County, Dec-08 to Jan-11
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Even in the face of a fiscal crisis, the Monterey
County Board of Supervisors unanimously approved the creation of an Economic Development
Department. The ultimate goal of the department will be to encourage job creation by recruit-
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ing new businesses to the region, and providing
training to local workers.1

California grew by 3.3% compared to 1.4% in
Monterey County. In 2007, California grew by
1.7% while Monterey County contracted by 1.1%.
In 2008, the trend was reversed, with Monterey
County growing at 1.4% compared to a 0.3% decline for California. Unfortunately, 2008 was the
last year of data for Monterey County. In 2009,
output in California fell by 2.2%. Based on the
trend of recent years, we expect 2009 figures for
Monterey County to show a similar or lower level
of decline.

Economic Output
While limited in its time series, local GDP data
are useful as a broad indicator of the strength of
the local economy. In this case, GDP is derived by
summing the added-value of production across
all industries in the county over the course of
one year. In terms of economic output, Monterey
County is similar in size to Santa Barbara County
and twice as large as neighboring San Luis Obispo
County and Santa Cruz County.

Real GDP Growth
Selected Counties and California, 2002 to 2008

Real GDP by Region
Selected Counties and California, 2003 to 2008, in 2001 Dollars
2008 GDP
($ billions)

5-Year Ann.
% Change

607.77
260.20
150.78
143.11
92.32
29.28
16.33
15.16
8.51
8.32

2.7
2.6
6.0
3.4
2.9
2.2
2.6
1.1
2.1
0.7

California
1, 778.19
Source: Bureau of Economic Analysis

2.8

Region
Los Angeles County
San Francisco and East Bay
South Bay
San Diego County
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Ventura County
Santa Barbara County
Monterey County
San Luis Obispo County
Santa Cruz County

Index (2002 = 100)
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San Luis Obipso County
California

Source: Bureau of Economic Analysis

Breaking down GDP by industry shows that the
structure of Monterey County's economy is much
different than its neighbors and most other regions in California. With its mild climate and
conditions ideal for a variety of different crops,
the County of Monterey has a well-known comparative advantage in agriculture. The Agriculture, Forestry, Fishing and Hunting sector is
the largest contributor to real GDP, representing
22.1% of local output in 2008. This sector made
up just 1.2% of state output in 2008.

In the years following the 2001 recession and
leading up to the "Great Recession," Monterey
County was one of the slower growing regions
in California. Among Central Coast region, only
Santa Cruz County grew at a slower annualized
rate during this period. Monterey County also
grew slower than the state as a whole. In 2006,
1
Sara Rubin, "Monterey County Commits to Economic
Development, Creates a New Department," Monterey County
Weekly, March 3, 2011.
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Real GDP by Industry
Monterey County, 2003 to 2008, in 2001 Dollars
Industry

2008 GDP
($ billions)

Ag./Forestry/Fish./Hunt.
Government
Real Estate
Retail Trade
Wholesale Trade
Health Care
Accommodation/Food
Professional/Technical
Finance and Insurance
Nondurable Goods
Information
Construction
Other Services
Transport./Warehouse
Admin./Waste
Durable Goods
Arts/Entertainment
Utilities
Management
Education
Mining

Year-OverYear % Chg.

5-Year Ann.
% Change

3.36
2.33
1.65
1.30
0.85
0.84
0.76
0.72
0.59
0.57
0.37
0.33
0.32
0.29
0.26
0.22
0.19
0.12
0.12
0.07
0.05

2.9
2.7
−2.7
−0.5
6.5
4.8
3.0
11.0
−3.0
−4.7
0.8
−15.2
3.2
2.8
4.9
−2.7
0.5
7.8
7.1
2.7
−4.0

1.2
1.7
1.5
3.7
3.0
2.5
2.8
7.6
−2.0
−2.5
3.6
−9.0
1.0
7.2
−0.3
2.5
−0.8
−2.5
−11.7
0.8
−3.4

Total All Industries
15.16
Source: Bureau of Economic Analysis

1.4

1.1

Consumer Spending

Share of
California GDP

Difference

22.1
15.3
10.9
8.6
5.6
5.5
5.0
4.8
3.9
3.8
2.4
2.2
2.1
1.9
1.7
1.5
1.2
0.8
0.8
0.5
0.3

1.2
11.0
16.0
6.3
5.6
5.8
2.7
8.7
5.9
5.5
7.0
3.9
2.5
2.3
3.0
7.2
1.3
1.4
1.3
0.8
0.7

20.9
4.3
−5.1
2.3
0.0
−0.3
2.3
−3.9
−2.0
−1.7
−4.5
−1.7
−0.4
−0.4
−1.3
−5.7
−0.0
−0.6
−0.5
−0.3
−0.4

able sales in Monterey County exhibited positive
growth on a quarterly basis from the second half
of 2009 through the third quarter of 2010. As expected, growth did slow following the expiration
of government intervention programs including
Cash for Clunkers, but remained in positive territory.

Consumer spending is a major part of any economy, and given the size of the Retail Trade sector, is particularly vital to Monterey County. Using taxable sales as a measure of consumption,
we can trace the county totals back by quarter to
the early 1970s.

From the third quarter of 2009 to the third quarter of 2010, San Luis Obispo County had the
largest growth rate among Central Coast counties at 12.2%. Taxable sales in Santa Barbara
County and Santa Cruz County grew by 2.4% and
2.9%, respectively. Monterey County was in the

Large declines in taxable sales in 2009 were a
systemic problem that spared few regions in
the United States. But following the consumer
spending pullback that began during the first
half of 2009, 2010 was a year of resurgence. Tax-
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middle of the pack with a gain of 4.7%, compared
to the statewide rate of 5%.

future growth in consumer spending would be
cause for celebration, we should also keep close
watch on the savings rate.

Taxable Sales Revenues
Selected Counties and California, Q1-72 to Q3-10

Taxable sales as a percentage of income, which
has historically followed a downward trend in
the Central Coast and California, provides additional evidence of this spending imbalance. From
2002 through 2008, taxable sales as a percentage
of income in Monterey County fell because personal income grew at a faster rate than consumer
spending. However from 2008 to 2009, because
personal income fell only slightly, a four percentage point drop in taxable sales as a percentage of
income was driven entirely by a 14.7% fall in taxable sales.

150

Q
110

Source: California Board of Equalization

While taxable sales growth is a positive sign, anybody expecting a quick return to "normal," prerecession levels should not hold their breath.
Unlike previous recessions, the consumer-led
nature of the "Great Recession" suggests that
spending patterns were far from normal prior
to the downturn. Consumers were overspending and saving close to nothing, an unsustainable situation caused primarily by rapid appreciation of home values. Not only were consumers spending far too much of their income,
many sought home equity loans and additional
forms of debt to finance spending, counting on
a continued rise in the value of their homes.
When home prices plummeted, this perceived
wealth vanished. Americans adjusted to this
reality−savings as a percentage of personal disposable income was 5.4% in the fourth quarter
of 2010, much improved compared to the anemic savings rates in the quarters leading up to
the downturn. The correction of the spending
imbalance was painful for many, but consumer
spending inevitably had to fall for the savings
rate to rise to a more sustainable level. While

Taxable Sales as a Percentage of Income
Selected Counties and California, 1972 to 2009
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City-level data on taxable sales show some good
news−almost all cities within Monterey County
made gains in the third quarter of 2010. Taxable
sales in Salinas, which historically contributes
the largest share of Monterey County's taxable
sales with over one-third of the county total,
were essentially unchanged from the same period in 2009. The unincorporated areas including Sand City, which contribute the next largest
share, saw a 9% jump in the third quarter of
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Retail Share of Taxable Sales ($ millions)
Monterey County Cities, Q4-09

2010. Other major contributers, Monterey and
Seaside, posted gains of 5.3% and 8%, respectively. Smaller areas, such as Greenfield, Soledad
and Del Rey Oaks, also performed well. The
only city to see negative growth in taxable sales
was Pacific Grove. The widespread gains at the
city-level suggests that a variety of factors contributed to county-level growth.
The City of Marina, which saw a 6% increase in
taxable sales in the third quarter of 2010, has
taken steps to make it easier for local merchants
to promote their businesses. The City Council recently approved a plan that would allow businesses to put up temporary, portable signs without paying for a sign permit. The move was intended to provide an inexpensive way for merchants to advertise to the local community.2

Retail

Salinas
Unincorporated1
Monterey
Seaside
Marina
Carmel
Pacific Grove
King City
Greenfield
Soledad
Gonzales
Del Rey Oaks

359.6
153.0
111.5
80.5
47.2
33.8
25.7
16.0
9.0
10.0
4.4
6.4

All Outlets
455.7
344.3
146.4
94.2
50.1
37.6
30.7
21.6
13.1
11.0
10.0
7.2

Total
857.1
1, 222.0
1 Including Sand City
Source: California Board of Equalization

% Retail
78.9
44.4
76.1
85.4
94.2
89.8
83.6
74.0
68.6
91.4
44.4
88.5
70.1

of taxable sales in Monterey County were from
retail sales compared to the statewide average
of 69.6%. The remaining 29.6% came from taxes
on accommodations, construction, services, and
other non-retail sectors. However, there are significant differences at the city level. Marina and
Soledad both generated nearly all taxable sales
through retail outlets. On the other hand, Salinas is home to much of Monterey County's office
space and therefore generates a comparatively
larger share of non-retail taxable sales.

Among cities in Monterey County, Carmel generates the highest levels of taxable sales on a per
capita basis, at over $10,300 per person in the
third quarter of 2010, up 4.5% compared to the
third quarter of 2009. The reason for this high
level of taxable sales per capita is simple−taxable
sales in Carmel are comprised of a relatively large
portion of external dollars. This also means that
the 4.5% growth was likely driven in part by
increased tourism. A city like Salinas tends to
service the needs of local residents rather than
tourists, reflected in much lower levels of taxable
sales per capita.

Breaking out taxable sales by category for retail outlets shows a sharp fall in motor vehicles
and parts beginning in mid-2006. While the decline was less dramatic, building materials also
saw a large drop. The declines in these categories should come as no surprise. A feature of
this downturn was a halt in construction activity, which took with it demand for building materials. In addition, consumption in motor vehi-

While taxable sales by category for 2010 are not
yet available, we can gain some insights from
2009 data. In the fourth quarter of 2009, 70.4%
2
Larry Parsons, "Marina Mulls Signs, Housing: Relaxed
Rules on Advertising Aim to Help Merchants," Monterey
County Herald, January 25, 2011.
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cles and parts is positively correlated with levels of discretionary income. On the other hand,
the general merchandise, and eating and drinking places categories have historically followed a
relatively stable, upward trend.

The increase was driven by a significant increase
in the vacancy rate in the Carmel/Pacific Grove
area, where the vacancy rate jumped from 8.9%
to 17.1%. Net absorption−the square footage of
newly leased space minus the square footage of
vacated space−was negative in the fourth quarter. In other words, the amount of space being
vacated outpaced the amount of newly leased
space. For the year, Monterey County had occupancy losses of 62,000 square feet. This followed
losses of over 200,000 square feet in 2008, and
100,000 square feet in 2009. So while net absorption has not yet turned positive, the office market is moving in the right direction.

Taxable Sales by Category

$ millions, SA
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Selected Categories, County of Monterey, Q1-80 to Q4-09
300

General Merchandise
Building Materials

Class A facilities−the highest quality office space
that is leased at the highest rents−comprise over
a quarter of the overall inventory in Monterey
County. While the vacancy rate was 13.6% in the
fourth quarter of 2010, net absorption was positive. Class B facilities−the next tier−make up
over 50% of the market. The vacancy rate for
these facilities was 7.8%, with negative net absorption in the fourth quarter.

Sources: California Board of Equalization

Industrial and Office Markets
The health of the commercial real estate market is an indicator of business activity. For Monterey County, data are available for the office
and industrial markets. The industrial market
is the larger of the two, with an inventory of
20.8 million square feet, almost three-quarters of
which is located in the Salinas/Castroville submarket. The office market has a stock of 8.5 million square feet, centered primarily in the Monterey and Salinas/Castroville submarkets. Overall, the commercial real estate market was mixed
in 2010, with the industrial market showing significant improvement over 2009, while the office
market made much smaller gains.

The industrial market has shown stronger signs
of recovery. The vacancy rate stood at 6% in the
fourth quarter of 2010, down from 8.1% in the
fourth quarter of 2009, and the sixth consecutive
quarter of decline. The largest industrial market
in Monterey County, Salinas/Castroville, led the
way, with net absorption of 140,000 square feet
in the fourth quarter of 2010 and over 387,000
square feet in 2010. Overall, Monterey County
saw net absorption of 156,000 square feet in the
fourth quarter, and 448,000 square feet for the
year. Asking rent held steady throughout 2010,
but was down slightly compared to the fourth
quarter of 2009.

The vacancy rate for office space in Monterey
County was 9.8% in the fourth quarter of 2010,
up from 9.1% during the same period in 2009.
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Taxable Sales by Region
Monterey County Cities, Selected Counties and California, Q3-09 to Q3-10
Quarterly Taxable Sales

Region

Q3-09

Q3-10

Quarterly Taxable Sales Per Capita

Change (%)

Q3-09

Q3-10

Change (%)

−0.1
9.0
5.3
8.0
6.0
4.9
−7.7
1.9
6.9
15.5
2.5
6.4

2, 807

2, 773

−1.2

5, 115
2, 742
2, 199
9, 869
1, 904
1, 823
938
383
1, 245
4, 041

5, 351
2, 940
2, 314
10, 315
1, 748
1, 836
985
455
1, 261
4, 269

4.6
7.2
5.2
4.5
−8.2
0.7
5.1
18.8
1.3
5.6

2.4
4.7
12.2
2.9

2, 943
2, 739
3, 105
2, 435

2, 984
2, 837
3, 454
2, 475

1.4
3.6
11.2
1.7

California
113.3 119.0
5.0
2, 962
3, 079
Sources: California Board of Equalization, California Department of Finance

4.0

City

in $ millions

Salinas
Sand City/Unincorp. Areas
Monterey
Seaside
Marina
Carmel
Pacific Grove
King City
Greenfield
Soledad
Gonzales
Del Rey Oaks

427.4
332.0
149.3
93.7
42.3
39.8
29.5
21.9
16.4
10.7
11.2
6.6

County

426.8
364.8
157.6
101.8
45.0
41.8
27.4
22.3
17.6
12.7
11.5
7.0

in $ billions

Santa Barbara
Monterey
San Luis Obispo
Santa Cruz

1.3
1.2
0.8
0.7

1.3
1.2
0.9
0.7

Taxable Sales by Category
Monterey County and California, Q4-08 to Q4-09
Monterey County
Industry

California

Q4-08
($ millions)

Q4-09
($ millions)

Share of
Taxable Sales

Q4-08
($ billions)

Q4-09
($ billions)

Share of
Taxable Sales

Eating and Drinking
General Merchandise
Automotive
Food
Apparel

126.3
180.1
117.4
67.9
56.9

126.0
153.2
114.3
74.7
68.4

10.3
12.5
9.4
6.1
5.0

12.6
16.4
10.7
5.3
6.8

12.3
14.3
10.7
6.0
7.8

10.2
11.8
8.9
5.0
6.5

Retail Totals

864.9

857.1

70.4

84.8

83.8

69.6

-

127.9

120.4

-

Total All Outlets
1, 263.4
1, 222.0
Source: California Board of Equalization
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Commercial Real Estate Market
Monterey County, Q4-10
Region
Office Market
Carmel/Pacific Grove
Monterey
Sand City/Seaside/Marina
Salinas/Castroville
South County
Total
Industrial Market
Monterey
Sand City/Seaside/Marina
Salinas/Castroville
South County
Total
Source: Cassidy Turley

Vacancy
Rate (%)

Net Absorption
(square feet)

17.1
10.2
6.4
8.9
3.2

−11, 549
2, 122
4, 399
−11, 880
−1, 800

9.7

−18, 708

1.6
6.0
5.1
10.4

2, 500
13, 538
140, 001
0

6.0

156, 039

We look at the hotel market as a proxy for
tourism flows in Monterey County. There are
several indicators used to determine the health
of the hotel market: the occupancy rate, the average daily rate (room rate), and the revenue per
available room (RevPAR). From January of 2010
to January of 2011, these hotel market indicators were up across the Central Coast. In particular, improvement in the occupancy rate shows
that tourism has begun to pick up. Santa Barbara County and San Luis Obispo County both
had gains of over 7 percentage points. Occupancy
in Monterey County was up by 4.8 percentage
points, on par with the statewide increase of 4.9
percentage points.
Hotel Occupancy
Monterey County, Jan-05 to Jan-11
75

% (SA and smoothed)

Tourism
The tourism industry is a significant part of the
local economy, particularly for areas of Monterey County that are not involved in agricultural production. Monterey County attracts over
eight million visitors every year that shop, dine,
and visit local destinations. The Leisure and Hospitality sector made up over 6% of local GDP in
2008, four-fifths of which was generated by the
Accommodation and Food Services industry, and
one-fifth by the Arts and Entertainment industry. Tourist flows have a significant impact on
many parts of the economy, including the Retail
Trade sector. Tourism across the United States
took a hit during the downturn, due to many reasons, including higher unemployment and lower
levels of discretionary income. Monterey County
was not spared from this decline, but the tourism
industry looks to be on the upswing.

70

65

60

55
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Monterey County
Santa Barbara County
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Nov-10

San Luis Obispo County
California

Source: California Travel and Tourism Commission

Room rates are primarily a measure of a hotel's financial health, but higher room rates
also signal increased demand for lodging. Santa
Cruz/San Jose posted the largest gain in room
rates, with an increase of 10%. The increase in
Monterey County was only 1.9%, which was below the state average of 4.2%. Growth in the
RevPAR increased more significantly on a percentage basis in other Central Coast counties
and California overall. Monterey County saw a
11% increase in January of 2010, compared to
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Hotel Market Statistics
Selected Cities, Counties and California, January 2010 to January 2011
Occupancy (%)

Region

2010

2011

Average Daily Rate ($)

Chg.

2010

Monterey County
53.1 57.9
4.8 146.72
Santa Barbara County
61.4 68.6
7.2 139.93
Santa Cruz/San Jose
59.4 65.1
5.7
97.85
San Luis Obispo County 54.8 61.8
7.1 109.08
California
61.0 65.9
4.9 107.58
Source: California Travel and Tourism Commission

Revenue Per Available Room
Monterey County, Jan-05 to Jan-11

$ (SA and smoothed)
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Source: California Travel and Tourism Commission
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2010

2011

Chg. (%)

149.47
140.90
107.63
109.79
112.12

1.9
0.7
10.0
0.6
4.2

78.69
87.76
59.46
60.75
65.84

87.37
98.68
71.80
69.09
74.02

11.0
12.4
20.7
13.7
12.4

Monterey County parks also serve as the host facility for special events. For example, the Sports
Car Racing Association of the Monterey Peninsula holds five racing events at Laguna Seca
each year. The Wildflower Triathlon, one of the
world's largest triathlons, is held at Lake San Antonio. Numerous major community fundraisers
are held at Monterey County parks, including

70

Monterey County
Santa Barbara County

Chg. (%)

Parks benefit the community by providing a location for many recreational activities and promoting physical fitness. Monterey County has a
system of nine regional parks that serve local residents and visitors alike. The park system spans
12,155 acres of land, 10,000 acres of lakes, and
miles of trails. Parks with campgrounds include
the Laguna Seca Recreation Area, Lake San Antonio, San Lorenzo Park, and Lake Nacimiento.
Most parks offer picnic and barbecue areas, hiking and wilderness trails, and playgrounds. Some
parks, including Toro Regional Park, Royal Oaks
Park, and Manzanita Park, also have fields for
soccer and baseball, as well as basketball, tennis,
and volleyball courts. The park system's diverse
offerings attract a wide range of visitors.

There are also limited hotel market data for the
major tourist destinations in Monterey County.
From December of 2009 to December of 2010, the
Monterey/Carmel submarket had a 0.5 percentage point decline in the occupancy rate. During
this same period, room rates had a healthy gain
of 6%.

Mar-06

2011

Parks

13.7% for San Luis Obispo County, and 12.4% in
Santa Barbara County. While the hotel markets
in neighboring regions may be recovering more
quickly, Monterey County looks to have leveled
off.

Jan-05

RevPAR ($)
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Cherry's Jubilee, Heart Walk, and St. Jude Bikea-thon.
In addition to these intangible benefits on public health and on the local community, the park
system is also a major component of Monterey
County's tourism industry. In the 2008/2009 fiscal year, Monterey County parks attracted nearly
1.3 million visitors, including 50% that traveled
from outside the county. These visitors generate a significant amount of economic activity for
the local economy−particularly for the Leisure
and Hospitality, and Retail Trade sectors. The
Parks Department, which is tasked with overseeing the park system, estimated that visitors who
used park facilities or attended special events
added over $240 million to the Monterey County
economy. The department itself is essentially a
cost-neutral operation, with the majority of expenses offset by revenues from parks programs.
With such a substantial return on investment, it
is clear that the park system is a vital part of the
local economy.
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Key Chapter Findings
The County of Monterey became the third-largest producer of agricultural goods by county in
2009, as a result of substantial growth in the value of strawberries and leaf lettuce and reduced
output in Central Valley counties affected by ongoing drought. Total farm output surpassed $4
billion for the first time.
The top crops were strawberries and lettuce, which together contributed over 48% of total agricultural value in 2009. Monterey County continues to be the state's leading grower of vegetables,
with vegetables constituting 65.2% of the county's agricultural production.
Agricultural employment saw strong growth in 2010, reaching record levels by January of 2011.
The job gains experienced in the farming sector are exceptional in light of the recent economic
conditions and bode well for economic recovery in the county.
Although 2009 proved to be a weak year for the
general economy, it was a strong year for agricultural production in the County of Monterey,
a testament to the resilience and diversity of
the county's largest industry. Favorable growing conditions and significant increases in output and acreage of some of the county's major crops contributed to the highest gross value
of farm production ever, surpassing $4 billion.
Even in bad times, people need to eat. Thus the
agricultural sector is to some degree protected
from economic cycles; other factors, such as the
weather, as well as commodity and transportation costs, have much more direct and noticeable
effects.

tined for food service customers were flat or even
lower than in the prior year, reflecting the difficulties facing the restaurant industry—another
casualty of reduced consumer spending. Likewise, severely curtailed construction activity has
cut demand for nursery products, as persistent
weaknesses in the housing markets continue to
limit new housing starts.
Value of Agricultural Production
County of Monterey, 1990 to 2009

Billions of Dollars

4

Nonetheless, the recession does appear to have
had some impact, as a number of more expensive crops, including artichokes and asparagus,
saw considerable declines in production. These
kinds of produce are viewed by many as luxury
items and are consequently among the first to be
cut when consumers are looking to reduce their
food bills. At the same time, prices on goods des-
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Even though total production reached new highs
in 2009, “only” 11 crops had a gross value of
production exceeding $100 million, compared to
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12 crops in 2008. The 2009 crop report also lists
fewer commodities than the 2008 report, which
may be an indication of operations failing. However, as the omitted items are marginal crops,
such as small wine grape varieties or kohlrabi
and dandelion greens, their disappearance could
just as easily reflect either a deliberate shift toward more profitable plantings or a bad year for
the individual crop.

price and acreage reductions in field crops, animal products, and vegetables.
All of the state's farming counties have been contending with drought to some degree, but Monterey is fortunate in that it doesn’t rely on the
strained water sources shared by other parts of
the state—local farmers are allowed to draw on
ground water supplies. Nonetheless, Monterey
is subject to population pressures, just like any
other area. In an effort to secure future water
availability, the county has been seeking out new
means of obtaining clean water. A part of this effort is the construction of a desalination plant,
a somewhat controversial goal because of the
amount of energy salt removal requires. Desalination plants are criticized for carbon emissions
and for the high end-user costs resulting from
this energy consumption, but utility-scale desalination plants are successfully operated in other
parts of the world, notably in Israel. Monterey's
desalination project was finally moving forward
of late, but before test wells could be drilled,
new hurdles sprang up. The Ag Land Trust, an
organization dedicated to preserving farmland,
recently filed a legal challenge concerning water rights, among other issues. In addition, the
availability of preferred-rate bonds to fund the
project has come into question, which may further delay construction or add to the cost of the
plant, or both. Ultimately, residents throughout
the state will have to look into unconventional
and quite possibly costlier sources of potable water, as the population continues to grow and as
water sources diminish.

Still, in the larger scheme of Monterey County's
agricultural sector, the effect of the recession
was pretty small. The above declines were easily offset by large increases in the county's major farm goods, which contributed to the 5.4% increase in total value over 2008. With the exception of nursery crops, output was higher in every product category. In fact, Monterey became
the third-largest producer of agricultural goods
in California and the nation in 2009, beating out
Kern County to move up from its historical fourth
place. In addition to ranking third overall, the
County of Monterey continued to be the dominant leader in vegetable crops, heavily outproducing the other top agricultural counties in the
state, and coming in second for nursery crops.
Unlike Monterey, the major agricultural counties
in the Central Valley suffered significant declines
in farm output from 2008 to 2009, due to the ongoing drought as well as to weak beef and milk
prices. Gross agricultural production fell 4.5% in
Fresno County, owing to reduced fruit and nut
production and to sharp declines in animal products. The County of Tulare suffered the heaviest contraction in farm output, witnessing declines of 19% in the wake of heavily depressed
milk prices. The total value of Kern County’s agricultural commodities decreased 10.5%, owing to
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Comparison of Top Agricultural Counties, 2009 ($000s)
Category

Fresno

Tulare

Monterey

Kern

1,179,243
340,411
2,299,559
46,210
43,926
1,464,826

1,764,735
391,169
1,786,471
72,747
2,550
28,776

40,420
14,972
1,042,685
294,572
9,306
2,631,763

693,504
287,770
1,952,661
63,861
7,305
601,397

Total
5,374,175 4,046,448
Source: Local County Crop Reports

4,033,718

3,606,498

Animal Products
Field Crops
Fruits & Nuts
Nursery Crops
Seed Crops
Vegetables

Production and Output

exceeded that of runner-up Fresno by a whopping $1.2 billion, or close to 80%. The total value
of vegetable crops rose 4.0% from 2008 to 2009,
marking the fourth consecutive year of growth.
The hefty increase of $100.9 million, which is
mainly attributable to higher leaf lettuce, celery, and broccoli prices in addition to increases
in production, made 2009 a record year for vegetable farming, surpassing the 2003 peak by $86.6
million. However, despite consistent growth, the
vegetable crop's share of overall value has been
falling. Vegetables still made up 65.2% of the
county's gross farm product in 2009, but this is
the lowest proportion seen in recent history, well
below the 70.5% average over the past decade.

Local farm output can be divided into six major
categories: vegetable crops, fruit and nut crops,
nursery products, field crops, animal products,
and seed production. As mentioned earlier, each
of these categories saw considerable growth
from 2008 to 2009, except for nursery products.
Farm Output by Major Type
County of Monterey, 2000 to 2009

Millions of Dollars
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Vegetable crops have been losing share to local
fruit and nut production, which has increased
tremendously, thanks to a booming strawberry
industry. Since 2000, the total value of fruits and
nuts has ballooned by 131%, during which time
the category's share of total value has gone from
15.0% to 25.8%. Every year since 2004 has been
a record year for fruit and nut production, with
the gross market value exceeding $1 billion for
the first time in 2009. As a result of substantial
increases in strawberry and raspberry produc-
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Vegetables
Nursery
Field

Fruits & Nuts
Animal
Seed

Source: Monterey County Agricultural Commissioner

Contributing the bulk of agricultural value, vegetable cultivation continues to be the mainstay of
Monterey's farming sector and its primary competitive edge. When it comes to growing vegetables, the County of Monterey is unrivaled—in
2009, the value of Monterey's vegetable harvest
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tion, fruits and nuts actually gained more value
than vegetables, adding $136.0 million over 2008,
a 15.0% increase. Together, vegetables and fruits
and nuts account for 91% of the County of Monterey's gross agricultural product; as such, the
remaining categories can be considered somewhat marginal.

well as higher prices for stocker cattle (weaned
cattle being raised for beef), offset lower prices
on other animal products. The share of total output for animal products remained unchanged
from 2008, at 1.0%. Field crops, which includes
grains and lands used for pasture, grew by 3.6%
over 2008, mainly due to higher prices and increased production for beans and barley. The category contributed 0.4% of the County of Monterey's agricultural production in 2009, as it has
for years. The value of seed production increased
substantially in 2009, gaining 11.3% solely as a
result of higher prices—the quantity produced
actually fell—but maintaining its 0.2% share of
overall output.

Nonetheless, the County of Monterey does bear
the distinction of being the second-largest producer of nursery products, which includes decorative plants, starter plants, and cut flowers
and foliage. But the county lags far behind the
top cultivator, the County of San Diego, which
posts over $1 billion in output. Nursery products
also stands out as the one category directly affected by the recession. Due to the close connection between homebuilding and the demand for
nursery products, the category boomed and collapsed with the housing market, riding the housing bubble. In the years leading up to the recession, the category saw substantial growth, averaging almost 14% per year and increasing its
share of farm output from 6.3% to 9.7%. The value
of nursery products almost doubled from 2001 to
2007. Then, in 2007, growth came to a screeching halt, and 2008 and 2009 saw declines of 4.7%
and 9.7%, respectively, reducing the category's
share of the County of Monterey's farm products
to 7.3%. These declines will likely continue until
the housing markets are on a solid growth trajectory, driving demand for new home construction
and remodels.

The most valuable crops in the County of Monterey remain the same as they have been for
years, but in 2009 strawberries were the highest value commodity for the first time, owing to
a 22.1% increase over 2008. Strawberry cultivation now accounts for 18.7% of the county's farm
output. The strawberry harvest has been growing rapidly in the past decade—total production
increased by 64.6% from 2005 to 2009 alone—but,
due to rising prices, the value of strawberry
plantings has been growing even faster. Since
2005, prices have increased by 44.8%, rising from
$1,305 to $1,890 per ton, supporting a 138.5% increase in the total value of strawberry production. This rapid price appreciation is without a
doubt one of the motivating factors for the expansion of harvested strawberry acreage, which
grew 33% in the same time period. Market forces
dictate how resources should be allocated, and as
farming operations pursue the highest possible
returns, fields are converted from less profitable
plantings and new fields are added. Given that

The value of animal products, including livestock, eggs, dairy, apiary products, and fertilizer, increased by an almost negligible amount
from 2008 to 2009, rising 0.4%. Higher prices and
increased production of honey and beeswax, as
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Monterey County's Top Ten Crops, 2006 - 2009
Crop
Strawberries
Leaf Lettuce
Head Lettuce
Nursery
Broccoli
Wine Grapes
Celery
Spring Mix
Spinach
Misc. Vegetables

2006

Value of Production ($000s)
2007
2008
2009

439,796
630,370
443,920
339,225
234,400
217,983
108,919
169,619
111,280
116,410

604,939
613,306
508,599
342,125
260,410
251,604
117,276
175,275
128,528
117,734

619,267
651,503
460,605
326,105
276,110
238,366
121,343
172,386
131,004
123,560

2006

Harvested Acerage
2007
2008

2009

756,144
736,570
435,952
294,572
280,236
238,082
172,227
166,364
131,996
130,065

9,295
103,256
66,007
1,828
49,119
38,165
9,271
12,980
11,369
23,121

9,630
94,608
58,887
1,881
51,126
39,636
10,468
12,887
13,339
24,401

10,449
95,327
54,919
1,866
52,516
40,144
10,405
12,901
13,495
26,724

11,247
94,491
48,691
2,491
56,423
41,114
11,801
12,867
9,519
27,205

Total Value
3,490,076 3,823,287 3,826,791 4,033,718
Note: Total harvested acerage includes land used for pasture.
Source: Monterey County Agricultural Commissioner

1,599,166

1,461,506

1,462,370

1,459,172

prices have risen steadily, one can assume that
demand for strawberries has been growing and
continues to outstrip supply, which bodes well
for the future of the industry.

acreage has fluctuated somewhat, while production has remained fairly stable. The combination
of permanently reduced acreage and consistent
production is indicative of higher yields, possibly
due to improvements in growing practices. However, given that prices are rising, one would expect production to increase as well, leaving one
to wonder if the supply is being limited in an effort to bolster prices.

Leaf lettuce, historically the number one agricultural commodity in the area, also saw a substantial increase in total value from 2008 to 2009, but
its growth in value fell short of the huge gains
in strawberry farming. With production essentially flat, at just 0.1% below 2008 levels, leaf lettuce value increased 13.1% solely on the basis of
higher prices, which also jumped 13.1%, or from
$7.69 to $8.70 per carton. Strawberry prices rose
12.6% on top of an 8.4% increase in production,
hence the much larger increase in gross market value. Higher prices seen in several key commodities likely reflect supply shortages stemming from smaller harvests in counties more
heavily affected by drought conditions. Although
leaf lettuce is now only the second-most valuable
commodity, it is still by far the largest crop by
harvested acreage, with 67% more bearing acres
than the next-largest crop, broccoli. Following
an 8.4% drop from its 2006 peak, leaf lettuce

Head lettuce retained its position as the thirdmost valuable crop, but declined in total market
value for the second year in a row. As recently as
2006, the value of head lettuce still exceeded that
of strawberries, but falling prices for head lettuce
have prompted reductions in harvested acreage
and production, accelerating the loss of overall value. While it may seem odd to some, there
are trends in food consumption, much like those
in fashion. With the latest nutritional science
emphasizing nutrient-dense or rich foods and
with ever-expanding selections at local supermarkets, head lettuce, out of style with foodies
for decades, may be losing a bit of its nationwide
popularity. Interestingly, output levels of head
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lettuce also remained very similar from 2008 to
2009—the 11.3% decline in harvested acreage was
almost entirely offset by a 12.6% increase in productivity, as measured by average production
per acre, for a net change in production of just
-0.1%. As with leaf lettuce, the change in overall value is driven almost exclusively by changes
in price, which fell from $10.18 to $9.65 per carton. The 5.4% decline in total value reflects this
5.2% change in price and the slight decrease in
quantity produced. For now, head lettuce's number three ranking seems fairly secure—it is still
worth almost 50% more than nursery products,
which has also been losing value in recent years.

surrounding corn syrup, which has been targeted
over obesity-related health concerns. Dairy and
egg farmers have faced similar challenges from
changing consumer preferences in the past. To
make matters worse for farm operators, many
threats are largely beyond their control and can
be difficult to predict and respond to. Preparedness, innovation, and an ability to adapt are critical to the long-term success of agriculture.

Wine and Wine Grapes
The total value of the wine grape harvest in
2009 was virtually unchanged from the value
of the previous year's harvest, falling just 0.1%,
to $238.0 million. (Although production was
slightly higher, the average price fell 2.0%, from
$1,186 to $1,161, negating the increase in output.) Wine grapes' share of agricultural output
has been diminishing, not because of any actual
declines, but because they appear to have hit
a plateau in value. When their value peaked in
2005, wine grapes made up 7.6% of the year's
gross market value; since then, total agricultural
output has continued to grow quite consistently,
reducing that share. By 2008, wine grapes constituted 6.2% of the county's gross farm product; a
year later, the same dollar amount accounted for
5.9%.

In the end, the total value of lettuce cultivation
(that is, of head and leaf lettuce combined) still
far exceeds that of strawberries. At close to $1.2
billion, the value of the lettuce harvest accounts
for 29.0% of total agricultural production. The
importance of lettuce and strawberries points
to the considerable risks inherent in the structure of Monterey's agricultural sector: although
a large variety of different crops are produced in
the county—over 120 are listed in the 2009 crop
report—the bulk of value generated by farms is
concentrated in a few major commodities. Strawberries and lettuce make up 47.7% of the agricultural sector's output, the top five most valuable crops account for 62.1%, and the top ten
contributed 82.8% of the County of Monterey's
agricultural bounty. A bad year for any one of
these crops could put a big dent in the local
economy, and a serious threat, such as an invasive pest or pathogen, could cause long-term or
even permanent damage. Some threats are less
direct—recently, corn growers and refiners have
been scrambling to combat negative perceptions
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Regardless of their actual contribution to annual output, wine grapes will always occupy a
position of prestige in the County of Monterey.
The strawberry harvest may be worth more than
three times as much, but in the end strawberries
are not the source of Monterey's international
renown—wine grapes are. Because of the fame
and success of local growers and wineries, grapes
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and wine are an integral part of the region's identity. In the words of the Monterey County Vintner and Growers Association: "winegrowing is
the very essence of this incredibly beautiful region deliciously captured in a bottle."

report, 15 generated less than $1 million in total
sales. All together, white varieties account for a
slight majority of the value of wine grapes, at 53%
of the total market value.
Top Ten Wine Grape Varieties by Value
County of Monterey, 2009

Wine Grapes, Value of Production
Chardonnay

County of Monterey, 2000 to 2009
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In 2009, the County of Monterey lost its longterm standing as the third-largest producer of
wine grapes by value in California. A substantial increase in the size and value of its wine
grape harvest led the County of San Joaquin to
claim third place, behind the counties of Napa
and Sonoma. Napa and Sonoma continue to heavily outproduce other winegrowing regions—in
2009, the total value of Napa Valley's wine grapes
was more than double that of Monterey's, while
Sonoma's was slightly less. Napa and Sonoma
both command incredibly high prices for their
grapes, averaging $2,866 and $2,187 per ton, respectively. In terms of tonnage, Monterey produced far more than Napa and only slightly less
than Sonoma. The County of San Luis Obispo was
the fifth-largest producer by value, but was essentially tied with the County of Fresno. Over
90% of wine grapes in the United States are
grown in California, so the top producers in the
state are also the top producers nationwide.

The largest contributor to total wine grape sales
is Chardonnay, accounting for 37.5% of the harvest with a value of $89.2 million. Chardonnay
is by far the most widely cultivated variety in
the Monterey Viticultural Area, with a total tonnage of 78,354—2.6 times the amount of the nextlargest variety, Pinot Noir. In terms of value,
the difference between the two varieties is much
smaller, as the average price per ton for Pinot
Noir is significantly higher, at $1,678 compared
to $1,139 for Chardonnay. Pinot Noir sales totaled $49.7 million, followed by Cabernet Sauvignon and Merlot, with values of $24.2 million and
$23.3 million, respectively. The last of the top
five varieties is Riesling, valued at $15.1 million.
These five varieties account for almost 86% of the
County of Monterey's wine grape harvest. Other
varieties are significantly smaller in value—the
sixth-most valuable grape type, Sauvignon Blanc,
came in at $7.6 million, roughly half the value of
Riesling. Of the 28 varieties listed in the 2009 crop
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Farm Employment

Wine Grape Production

County of Monterey, Jan−06 to Jan−11
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In just over a year, the County of Monterey
has gained more than 11,300 agricultural jobs,
a 29.4% increase. Even if one disregards the dip
at the end of 2009, there are currently at least
5,000 more farm jobs in the region. Such employment growth is phenomenal at a time when most
areas and industries are barely adding jobs. No
other industry in the county has seen anything
approaching this level of job gains. If employment growth is any indication, 2010 must have
been an excellent year for the county's agricultural sector, which would also mean a decent
year for the economy as a whole.

Farm Employment
After a pretty significant dip in late 2009, agricultural employment in the County of Monterey has increased quite dramatically, ending
the plateau seen during the recession. For most
of the preceding two years, employment stayed
under 45,000 positions, but in the first six months
of 2010 alone, over 8,500 jobs were added. In
June of last year, farm employment reached
47,200 workers—its highest level since December
of 2007 and the second highest in the data. At that
point, employment seemed to hit a ceiling again,
falling slightly and hovering around 45,000 positions. However, job growth resumed near the end
of 2010, and as of January of 2011, agricultural
employment was at an all-time high, just short
of 50,000 workers.
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Key Chapter Findings
After nearly tripling between the start of 2000 and first quarter of 2006, by mid-2009 the
S&P/Case-Shiller Index had given up these gains, reverting back to early 1999 levels; since then,
the index has rebounded by about 10 percent.
From the peak in mid 2005 to the trough in mid 2009, new home sales in the county fell by 90
percent and have fallen even further following the expiration of tax credit programs; however,
while prices have declined by 29 percent since the peak of early 2006, they’re still up by nearly
48 percent since prices bottomed out in late 2009.
After plummeting by over 75 percent between mid 2004 and the end of 2007, sales of existing
single-family homes staged a strong rebound in tandem with tax credits but have since settled
down at about 40 percent off of the 2004 peak; while prices had reverted to 1999 levels in mid
2009, they have since regained about 14 percent.
Always a minor component of overall sales activity, when prices for condominiums nearly quintupled between early 2000 and the beginning of 2006, sales plummeted to the lowest levels on
record, but since prices corrected to late 90s levels, sales have rebounded strongly. Even as
prices have doubled from the last trough of mid 2009, sales have continued to rise.
When apartment vacancy levels here started to rise in early 2009, landlords reacted with immediate discounts to keep occupancy levels over the 95 percent level; although rents are lower
than where they were in mid 2009, they’re still up by nearly seven percent since 2006.
Although foreclosures accounted for an estimated 47 percent of home sales in Monterey County
in January 2011, overall foreclosure activity actually last crested in the third quarter of 2008 and
has gradually eroded since then; default activity has also trended downward since last peaking
in mid 2008.
After rising through mid 2006, residential building permits for both single-family and multifamily homes retreated quickly, but over the past year have remained stable and actually rose
modestly in the multi-family sector.

Overview

throughout the state, depending on geographic
region, with coastal areas tending to hold up better than inland regions.

Because California was front and center in the
housing boom, it’s no surprise that the state
has been hit disproportionately hard by the correction to the market. However, the correction
in home sales and prices has differed widely

After remaining flat in Monterey County throughout the 1990s, the S&P/Case-Shiller Index—which
compares the sales prices of the same homes over
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time—began to rise gradually by the start of the
new decade. By the third quarter of 2004, the index had more than doubled from where it had
been at the beginning of 2000. By the first quarter
of 2006, it had risen by nearly 270%.

fell by nearly 43%,compared to nearly 27% for
mid-level homes (homes priced from $336,356
to $616,298), and just 19.8% for higher-priced
homes (over $616,298). Even between July and
December of 2010, prices for the lower two tiers
fell by 6% to 7% compared to 3.4% for the highest tier and 5.2% for the overall market. While it’s
certainly possible that owners of higher-priced
homes have better resources to wait for prices to
eventually rebound or don’t need to sell in today’s environment, it’s also possible that those
future homes more reliant on jumbo loans to sell
could eventually see the same types of price declines already noted for the lower level tiers.

After the peak of 2006, the pricing changes were
gradual at first, with prices remaining more than
double the level in early 2000 until the middle
of 2007. By the middle of 2009, however, the index had returned to levels not seen since early
1999. Since then—and through the third quarter of 2010—the index has rebounded by about
10%, which is higher than the rebound in the
state (4.8%)and in Santa Cruz County (3.0%). During this same period, the index has remained unchanged in Santa Barbara County, while falling
by 1.4% in Santa Cruz County.

San Francisco Home Price Growth (%) by Pricing Tier
Period
Dec-09 to Dec 10
Dec-08 to Dec-10
Dec-07 to Dec-10
Jul-10 to Dec-10

Case-Shiller Price Index
Price Index (Q1-00 = 100, SA)

Q1-90 - Q3-10
250

Change (%) by Price Tier
Low
Middle
High
−2.3
−5.7
−42.5
−6.9

−3.1
−1.5
−26.8
−6.2

−1.2
−4.8
−19.8
−3.4

Overall
Change
−0.4
4.4
−28.2
−5.2

Source: Standard and Poor's
Note: Low Tier is <$336,356, Middle Tier $336,356-$616,298,
and High Tier is > $616,298

200
150
100

Because the housing market typically provides
a financial “ladder” for most homebuyers (i.e.,
starter condo to townhome to small singlefamily home to larger single-family home to luxury condo), without sufficient equity to purchase
mid-level homes, entry-level buyers have little
choice but to remain in place. Consequently,
in order to sell their homes, owners of midlevel homes may eventually have to capitulate on
price. Similar trends could also affect the highest pricing tier, although that segment also captures buyers who bring in equity based not just

50
Q1-90

Q3-96
Monterey County
Santa Barbara County
California

Q1-03

Q3-09

San Luis Obispo County
Santa Cruz County

Source: 1010Data

Still, the declines in the index vary by price
point. Although the Case-Shiller Index isn’t broken down by price point for Monterey County, it
is broken down by price point for the adjacent
Bay Area to the north. In this case, between December of 2007 and December of 2010, whereas
the overall market index fell by 28.2%, prices for
entry-level homes (those priced under $336,356)
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Attached Homes, Q1-11
Community

Project Name

Builder

Price Range ($)

Sq. Ft. Range

Monterey
Monterey

Cypress Park
Footprints on the Bay

Cypress Park Homes
SBI Builders

199,000 - 279,000
200,000 - 350,000

Builder

Price Range ($)

Sq. Ft. Range

CHISPA
Creekbridge Homes
Woodman Development
Valley Community Builders
Standard Pacific
Fletcher Homes
Standard Pacific

200,000 - 240,000
160,000 - 521,900
199,000 - 269,000
240,000 - 699,000
329,000 - 419,000
236,990 - 448,990
429,000 - 599,000

1,356 - 1,450
1,207 - 2,651
1,110 - 1,565
1,395 - 3,240
2,307 - 3,240
1,413 - 3,576
1,299 - 2,845

551 - 867
535 - 950

Detached Homes, Q1-11
Project Name

Greenfield
Vineyard Green
King City
Arboleda
Monterey
The Commons at Rogge Road
Salinas
Monte Bella/Tuscany
Salinas
Sorrento at Monte Bella
Soledad
Bella Terra
Spreckles
Spreckles
Source: Hanley Wood Market Intelligence

on previous home sales but also on prior gains
from stocks, bonds, and other investments.

New Home Sales
Q1-00 to Q4-10
40

300

30
Sales (SA)

New Home Sales
Monterey County closely followed statewide
trends during the recent boom-and-bust cycle,
with total new home sales (including those not
part of major subdivisions) last peaking at 263
sales in the third quarter of 2005. Between that
quarter and the second quarter of 2009—with a
few quarterly exceptions—new home sales declined to just 27 homes, for a fall of 90%. Although new home sales did rise to nearly 50 units
per quarter as various state and federal tax credits caused the market to spike, by the last half
of 2010, quarterly sales had again fallen to just
16 units. From the fourth quarter of 2009 to the
fourth quarter of 2010, new homes sales fell more
sharply in Monterey County (68%) than in Santa
Barbara County (48%) and in San Luis Obispo
County (40%).

200
20
100
10

0

CA Sales (Thousands, SA)

Community

0

Q1-00

Q4-01

Q3-03

Q2-05

Monterey County
San Luis Obispo County

Q1-07

Q4-08

Q3-10

Santa Barbara County
California

Source: DataQuick

After last peaking at over $540,000 in the first
quarter of 2006, median new home prices ebbed
and flowed between quarters but eventually fell
back to below $260,000 by the fourth quarter of
2009. By the fourth quarter of 2010, however,
prices had rebounded to $384,456. Still, when
compared with the third quarter of 2009, new
home prices fell by nearly 18%, versus a decline
of 34% in San Luis Obispo County and a rise of
nearly 60% in Santa Barbara County.
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However, due to the limited number of sales in
the county, quarterly changes do not necessarily
indicate a pricing trend.
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From the fourth quarter of 2009 to the fourth
quarter of 2010, as sales of single-family homes
throughout the state fell by just under 15%, sales
in Monterey County dropped off more significantly, by 21%. In fact, sales in the county fell
more steeply than in San Luis Obispo County
(4.7%), Santa Barbara County (15.4%), and Santa
Cruz County (18.4%).

Santa Barbara County
California

Source: DataQuick

The previous table summarizes the few active
new home projects selling in Monterey County
over the last three months.

Existing Single-Family Home Sales

Median prices for existing single-family homes in
Monterey County last peaked at nearly $655,000
in the first quarter of 2006, nearly doubling from
the levels seen in 2002. But as the housing bubble burst, prices began to steadily decline, falling
below the $600,000 level in late 2007 and below
$400,000 just two quarters later. By the second
quarter of 2009, the median sales price had fallen
to just under $199,000, or close to what it had
been in the third quarter of 1999. While singlefamily home prices did begin to rise throughout 2009 and into 2010—rebounding to nearly
$260,000—much of that rise was due to buyers
taking advantage of tax credit programs. As of
the fourth quarter of 2010, the median sales price
for single-family homes in Monterey County had
fallen back to $226,602, representing declines of

After peaking during the middle of 2004 at nearly
1,400 units, sales of existing single-family homes
in Monterey County continued to mostly slide
through the fourth quarter of 2007, reaching
a trough of 332 sales. Although sales did begin to rise steadily through the first quarter of
2009—nearly tripling to over 1,200 units—that
increase was due to two factors: rapidly falling
home prices and federal tax credit programs favoring homebuyers. When price declines started
to flatten out, and when the initial tax credit programs expired, sales begin to erode once again.
Fortunately, this time the decline was more gradual, settling in at 835 units during the fourth
quarter of 2010.
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5.0% from the previous quarter and 10.1% from
the same quarter of 2008.

level of 200 units per quarter, peaking at 177
units in the second quarter of 2004.

Since the fourth quarter of 2009, however, prices
have remained stable, falling by just 0.3%, or very
close to the decline of 0.2% noted statewide. During that same period, median prices fell by 6.6%
in San Luis Obispo County, 2.6% in Santa Cruz
County, and 1.3% in Santa Barbara County.

By the first quarter of 2006, condo sales in the
county fell below 100 units per quarter as prices
continued to rise, reaching a new trough of just
38 units in the fourth quarter of 2007—the lowest
quarterly rate noted since records were first kept
by DataQuick starting in 1989. Yet as prices have
fallen, condominium sales in Monterey County
have rebounded nicely, mostly ranging from 90
units to 120 units over the past two years. From
the fourth quarter of 2009 to the fourth quarter
of 2010, condo sales in the county rose by nearly
18%, compared to a decline of 14.2% statewide.
In other Central Coast counties, condo sales have
been a mixed bag, rising by nearly 27% in San Luis
Obispo County, but falling by 10.3% in Santa Cruz
County and by 8.9% in Santa Barbara County.
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Existing Condominium Sales
Because condominiums are a popular investment
for first-time buyers and investors, when there
is a housing boom—or bust—their sales tend to
ebb and flow even more wildly than the singlefamily home market. After last bottoming out
in Monterey County in the early 1990s, condominium purchases were seen during the boom
years as a solid investment strategy. They offered fewer maintenance headaches and could
be easily rented out for cash flow. Even though
sales of condominiums did rise quickly, Monterey County does not have a large market for
multi-family units, so sales never rose past the
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As noted above, the primary reason that condominium sales rebounded after 2008 was because
of a decline in average prices. After consistently
ranging from the low to mid $100,000s for most
of the 1990s, by the first quarter of 2001 prices
eclipsed the $200,000 level. They continued rising through the first quarter of 2006, when they
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peaked at nearly $503,000 just as sales hit a new
low. While condo prices in Monterey did manage
to stay well above $400,000 through the second
quarter of 2008, by the last half of 2008 they began to free fall, reaching $118,373 by the end of
2008 and carving out a new trough of $81,844 by
the second quarter of 2009. Since then, however,
prices have more than doubled as the market
has begun to slowly recover, reaching $187,215
by the fourth quarter of 2010. Moreover, when
compared to other Central Coast counties, condo
prices in Monterey County rose by over 58% between the fourth quarters of 2008 and 2010, while
there were declines in the state (3.7%), Santa
Cruz County (1.3%), Santa Barbara County (3.0%),
and San Luis Obispo County (27%).

ket data provider RealFacts, during the fourth
quarter of 2010, the rent for investment-grade
apartments in the county averaged $1,173 for 803
square feet, or $1.46 per square foot. Average
rents by unit type ranged from $885 for studios
to $1,657 for three-bedroom/two-bath flats. The
following table summarizes key statistics for the
primary unit types during the fourth quarter of
2010.
Inventory Analysis Summary by Unit Type

Existing Condo Median Prices
Q1-90 to Q4-10

Totals

Units

All Types
Studio
1 Bd 1Bth
2Bd 1Bth
2Bd 2Bth
2Bd TH
3Bd 2Bth

5, 316
255
2, 042
1, 077
1, 409
278
168

% of
Total
100.0
4.8
38.4
20.3
26.5
5.2
3.2

Average
Sq. Ft.
803
409
685
814
968
892
1, 233

Average
Rent ($)

Avg. Rent/
Sq. Ft. ($)

1, 173
885
1, 022
1, 240
1, 354
1, 058
1, 657

1.46
2.16
1.49
1.52
1.40
1.19
1.34

Source: RealFacts
Note: TH = Townhouse
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Nationwide, the apartment market is the housing sector that is most widely expected to emerge
from the recession the strongest and the fastest.
And, even though landlords were forced to cut
rents to maintain occupancy levels, the apartment rental market is gradually on the mend in
Monterey County. According to apartment mar-
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Total
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2 bd Townhouse

Apartment Rental Market

1bd 1 bth and 2bd Townhouse

Monterey County, Q4-08 to Q4-10
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Although average asking rents rose by 2.6% between the fourth quarters of 2009 and 2010,
they’re still lower than the averages noted
through the second quarter of 2009. Nonetheless, specific unit types have seen higher rent increases over the same period, including three-
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bedroom townhomes (up by nearly 28%), threebedroom/two-bath units (up by 4.2%), and onebedroom/one-bath units (up by 3.6%).

Apartment Occupancy Rate
Monterey County, Q4-08 to Q4-10
97

96

Percent

When reviewed over the four years between 2006
and 2010, rent growth in Monterey County has
remained stable, rising by 6.7% for all unit types.
In fact, all of these unit types saw increases of
4.0% to 8.7% over this four-year period.
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Because landlords were willing to be flexible on
rent, occupancy levels in Monterey County have
remained relatively consistent, averaging 95.7%
during the fourth quarter of 2010. That level represents an increase of 0.8% from the fourth quarter of 2009, putting the occupancy rate nearly
equal with the 95.6% rate noted for 2006. In fact,
the lowest occupancy rate noted over the past
two years was in the first quarter of 2009, when it
fell to 93.6%, but was quickly addressed by lower
rents.

2004

2006

2008

2010

Source: RealFacts

With many renters electing to double up with
roommates or live with family members, net absorption levels have remained under pressure
over the past few years. However, during 2010
net absorption levels again turned positive even
as no new larger projects entered the marketplace.
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In addition, foreclosed homes in California were
selling at a substantial discount of over 39% when
compared to non distressed properties. While
such steeply discounted prices do help to clear
inventory faster, the newly reset market prices
also put more underwater buyers at risk of default. Indeed, according to CoreLogic, during the
fourth quarter of 2010, 32% of homeowners in
California were technically underwater on their
mortgages—they owed more than their homes
were worth.

Occupied Units and Units Absorbed
Monterey County, 2001 to 2010
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Looking at Monterey County alone, until the
third quarter of 2006, quarterly foreclosures remained mostly in the single digits. But as the
boom turned to bust, the level of foreclosures in
the region increased exponentially, rising past
100 units by the second quarter of 2007 and past
200 homes one quarter after that. Quarterly foreclosures didn’t crest until the third quarter of
2008, when they nearly reached 1,200 homes.

Foreclosures and Defaults
With one-quarter of the nation’s homeowners underwater on their mortgages and the
Obama administration’s mortgage modification
program (HAMP) producing results that are disappointing at best, the most dramatic story
regarding the residential real estate market
throughout California remains that of foreclosures. In 2010, according to RealtyTrac, 44% of
home sales in California were foreclosed homes
being resold by lenders. Even though that marks
a sharp decline from the 59% level noted for
2009, the 2010 rate is still the third-highest in
the country and compares to 26% nationally. For
Monterey County alone, Zillow is reporting that
nearly 47% of total sales in January of 2011 were
foreclosed homes. A new wave of foreclosures
resulting from option ARM loans resetting to
higher interest rates has been expected, but so
far has been avoided, for the most part because
interest rates have remained so low. When the
Federal Reserve is eventually forced to raise interest rates to combat inflation, it’s possible that
another wave of defaults could add to unsold inventory.

2011 Monterey Economic Forecast

Since then, however, foreclosure activity in Monterey County has gradually eroded, falling below
500 units during the third quarter of 2010 and to
370 units by the fourth quarter of 2010. In fact,
compared to other Central Coast counties, Monterey County’s foreclosure activity has improved
the most: The county’s rate of foreclosures fell
by a substantial 53% between the fourth quarters
of 2008 and 2010, whereas foreclosures declined
more moderately in the state (25.3%), as well as
in Santa Cruz County (19.1%) and Santa Barbara
County (14.4%). Foreclosures in San Luis Obispo
County rose during this same period by 17.0%.
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riod rose in Santa Barbara County (19.9%) and in
Santa Cruz County (43.2%).

Mortgage Foreclosures
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Building Permits
Building permit activity for single-family homes,
which generally ranged between 200 units and
300 units per quarter prior to the middle of 2006,
began a sustained downturn as housing inventory rose. Since falling below 100 units per quarter in the first quarter of 2008, permit activity
over the past two years has maintained a narrow
range of between 30 units and 40 units per quarter. Still, the relative stability of permit activity
between the fourth quarters of 2009 and 2010—in
which single-family permits for the county fell by
1.1%—compares to greater declines in the state
(13.1%), as well as in San Louis Obispo County
(2.0%) and in Santa Cruz County (8.2%). The only
Central Coast County to see an increase in singlefamily permit activity over the past year from the
fourth quarter of 2009 to the fourth quarter of
2010 was Santa Barbara County, where permit activity rose by nearly 18%.

Q4-10

Santa Barbara County
Santa Cruz County

Source: DataQuick

Not surprisingly, a similar story is being told in
the level of defaults for Monterey County, which
last peaked at over 1,600 homes in the second
quarter of 2008 after ranging mostly from 50
units to 100 units per quarter prior to 2006.
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Since 2008, although there have certainly been
quarterly fluctuations, the overall trend has
been a decline, with Monterey County’s defaults
falling below 700 units during the fourth quarter of 2010. From the fourth quarter of 2008 to
the fourth quarter of 2010, Monterey County’s
defaults fell by 19.3% versus just 2.4% statewide.
In contrast, default activity during the same pe-
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Monterey County, like most other Central Coast
counties, has never been a large market for condominiums or apartment buildings. Multi-family
permits by quarter typically range from 35 units
to 70 units before, during, and after the housing
boom and bust. From the fourth quarter of 2009
to the fourth quarter of 2010, multi-family permits rose by 5.4%, compared to a rise of over 128%
statewide.
Multi-Family Building Permits
Permit Index (Q1-01 = 100, SA)
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Key Chapter Findings
Investors should temper their expectations by selecting only well-leased assets, looking for cash
flows of 6% to 7%.
Given the low mortgage rates, it’s a good time to lock in long-term leverage at cyclical lows,
which will help amplify gains as market fundamentals improve.
There will be a continued focus on 24-hour markets and global gateways, especially along the
coasts with international airports.
Infill projects will be favored over fringe locations, in large part due to the trend of echo boomers
and baby boomers trading space for a more urbanized environment.
Now is a good time to buy land, but only to hold for the right development opportunity down
the road.
There will be excellent opportunities for lenders and investors to provide both debt and equity
to distressed owners hoping to keep their properties.
Patience is key—transaction volumes will slowly increase and more distressed deals will appear.

Overview

when new technology displaces older industries,
and the current economic climate in which chastened consumers are spending less and saving
more.

For over three years commercial property owners have faced tremendous dislocations and have
fought to delay losses, but 2011 looks like the
year in which the commercial real estate market
may finally see some tempered improvement.
Still, as investors continue to slowly divest themselves of ill-timed properties and to re-negotiate
problem loans, larger economic forces remain in
play that could derail these efforts. Moreover,
given the depth and duration of the recession,
the recovery for all commercial property sectors is expected to be muted in comparison to
previous recoveries. Even when the commercial
markets do recover, there is widespread agreement that the industry will be smaller due to
increases in productivity, changes in the sector
such as the “creative destruction” that occurs

The Monterey County Office Market
Although the current recession officially began
in December of 2007 (and, unofficially, perhaps
even earlier), the fundamentals of the U.S. office market continued to soften for many more
quarters, and the office sector will be among
the last to emerge, with a very gradual improvement. For now, investors are focusing on premier downtown buildings in solid markets, such
as New York City or Washington, D.C., in addition
to some 24-hour markets adjacent to global pathway cities. Office properties in suburban areas
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Monterey County Office Market Snapshot
Category
Carmel/Pacific Grove
Monterey
Sand City/Seaside/Marina
Salinas/Castroville
South County
Total
Class A
Class B
Source: Cassidy Turley

Inventory
545, 246
3, 394, 672
243, 556
4, 100, 650
179, 328
8, 463, 452
2, 198, 185
4, 560, 547

Vacancy Space
Sublet
Direct
0
0
0
132932
0
132932
3177
21104

93, 056
345, 351
15, 514
232, 217
5, 796
691, 934
290, 225
338, 374

outside urban regions are being ignored, at least
until much later in the economic cycle. For tenants, however, it’s a much different story, with
many tenants opting to move from Class B to
Class A properties or take on additional space at
a bargain price.

17.1
10.2
6.4
8.9
3.2
9.7
13.6
7.8

Apr-10 Net
Absorption

YTD Net
Absorption

−11, 549
2, 122
4, 399
−11, 880
−1, 800
−18, 708
35, 374
−31, 961

−44, 644
23, 509
5, 119
−44, 050
−1, 800
−61, 866
43, 885
−51, 528

Space
UC
0
0
0
45, 000
0
45, 000
45, 000
0

Asking Rent ($)
All
Class A
2.33
2.12
1.40
1.69
0.79
1.93
−
1.89

of 13.6%, Class A properties will see tenants continuing to relocate to better buildings and locations until more robust rent growth keeps them
in place. For those owners hoping to keep their
Class B tenants in place and maintain or lower
their average vacancy rate of 7.8%, offering to renew existing leases early at discounted rates has
been met with some success. Still, most of this activity already took place during the time of greatest distress in 2009 and 2010 and is expected to
taper off in the second half of 2011.

For Monterey County, office vacancies, which averaged 9.7% in the fourth quarter of 2010, are
finally beginning to stabilize after rising from
9.1% throughout 2010, although the presence of
shadow space—office space that is empty but not
on the market—will curtail growth for awhile.
Looking to the rest of 2011, local brokers expect
leasing activity to gradually build momentum, although rents are unlikely to grow significantly
before 2012.

Not surprisingly, the highest vacancy rates are
found in those submarkets with the highest average rents, such as Carmel/Pacific Grove (17.1%)
and the City of Monterey (10.2%). The lowest
vacancy rates were found in the South County
(3.2%), followed by Sand City/Seaside/Marina
(6.4%) and Salinas/Castroville (8.9%). And yet
compared with major regions of Northern California, including San Francisco (19.2%), San
Jose (21.0%), the East Bay (21.6%), and Sacramento (18.8%), overall vacancy rates in Monterey
County are substantially lower.

For Monterey County, office vacancies, which averaged 9.7% in the fourth quarter of 2010, are
finally beginning to stabilize after rising from
9.1% throughout 2010, although the presence of
shadow space—office space that is empty but not
on the market—will curtail growth for awhile.
Looking to the rest of 2011, local brokers expect
leasing activity to gradually build momentum, although rents are unlikely to grow significantly
before 2012. With a much higher vacancy rate
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Vacancy
Rate (%)

Looking ahead over the next several quarters, office vacancy rates are expected to slowly trend
down in the coastal submarkets of Monterey
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County as well as in the East Bay, San Jose, and
San Francisco, but will remain elevated in Sacramento, at over 19%, at least through the end of
2011. Still, even as economic trends improve in
the Bay Area, Monterey County’s status as a secondary market means its own improvement will
be delayed. Nonetheless, with most of the corporate consolidations and closings behind us, 2011
will be a year of stabilization for the most part.

Northern California it’s a mixed bag: rents are
continuing to fall in the East Bay and Sacramento
but are rising slowly in San Francisco and San
Jose.
Office Cost of Rent
Q1-00 - Q4-10

$ Per Sq. Ft. Per Year, SA
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The year 2010 will be marked as a year of occupancy losses in Monterey County, with total absorption falling by over 60,000 square
feet throughout the year and by nearly 19,000
in the fourth quarter of the year alone. Still,
most of these losses were contained within the
two submarkets of Carmel/Pacific Grove and
Salinas/Castroville, as both the City of Monterey and Sand City/Seaside/Marina submarkets
saw absorption swing into the positive column.
Nonetheless, with new construction at a virtual
standstill, and just 45,000 square feet under construction in the Salinas/Castroville submarket,
once the vacant space is absorbed, rents should
begin to firm up nicely.
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Of course rising office vacancy rates usually
translate into lower average rents. Initially,
landlords attempt to prop up rents by providing higher budgets for tenant improvements or
longer periods of free rent in exchange for a longterm lease. In Monterey County, asking rents averaged $1.93 per square foot in the fourth quarter of 2010, with Class A properties commanding $2.28, compared to $1.89 for Class B locations. As noted above, the highest rents were
for coastal regions, such as Carmel/Pacific Grove
($2.33) and the City of Monterey ($2.12), with the
South County substantially more affordable at
$0.79 per square foot.

For other Northern California regions, absorption levels are closely aligned with local economic conditions: slowly improving in the East
Bay, improving more quickly in San Francisco
and San Jose, but still trying to find a footing in
Sacramento.

While office rents are expected to remain under pressure in Monterey County, for the rest of
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the year wore on, and the Christmas season was
far better than expected. Despite this improvement, however, the retail sector still saw additional store closings, including brand names
such as Blockbuster, Borders, Anchor Blue, and
Foot Locker as well as the bankruptcy of Movie
Gallery, which also owned Hollywood Video and
Game Crazy.

Office Net Absorption
Q1-00 - Q4-10

Thousands of Sq. Ft., SA
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Now that rent reductions have largely abated,
owners will continue to regain pricing power as
existing leases roll over. In order for retail rents
to firm up, however, occupancies must first rebound strongly, which isn’t expected to occur
until 2012. Improving economic conditions and
job gains should lead to increases in demand,
with an increased absorption of vacant space
starting in 2011 and becoming more prominent
in 2012. Nationally, vacancies finally began to decline in 2010 after rising more than 3 percentage
points during the recession. Retail vacancy rates
in Monterey County should end 2011 at or below
10%.

Source: Property and Portfolio Research

Cap rates in these other regions, which had fallen
below 7%—or even below 6%—in 2005 through
2007, are also on the mend, approaching or exceeding 9% in the East Bay and Sacramento and
reaching nearly 8% in San Jose. But cap rates remain stuck below 7% in high-priced San Francisco.
Office Cap Rates
Q1-00 - Q4-10
10

Percent, SA

9

Today, the best-performing retail stores are no
longer located in suburban malls, in centers
anchored by big box stores, or in strip mall
“lifestyle centers,” as all of these retail establishments were dependent upon discretionary
spending by households feeling the wealth effect of a booming stock portfolio or an expanding
housing market. In fact, in 2010 the most active
retailers seeking new outlets included discount
chains, health clubs, fast-food outlets, providers
of insurance and financial services, and wireless
services companies.
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Source: Property and Portfolio Research

The Monterey County Retail Market
The retail market in Monterey County experienced a difficult 2009, characterized by huge increases in vacancies and falling rents. By 2010,
the damage to the retail sector diminished as
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Consequently, the best-performing stores now
are single-tenant big box retailers—such as Wal-
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Mart, Target, and Costco—or stores located either in urban, fortress-type malls or in neighborhood centers anchored by grocery stores and
drug stores. For individual mom-and-pop stores,
smaller chains, and retailers dependent on a
strong housing market, sales activity remains
constrained. Yet even as it has proved to be a
hard time for stores that have failed and have had
to vacate their spaces, it has become an excellent
time for opportunistic retailers selling necessities to expand their footprint at a lower risk than
in the past.

greatly, depending on the strength of the underlying economy.
Retail Vacancy Rate
Q1-00 - Q4-10
20

Percent, SA
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5

0
Q1-00

Q1-06

Q1-08

Q1-10

San Jose (MSA)
San Francisco (MD)

As of the fourth quarter of 2010, they ranged
from under 11% in the East Bay and San Francisco to over 17% in San Jose and almost 20% in
Sacramento. Fortunately, in all cases these retail vacancy rates are expected to trend downward throughout 2011 and into 2014. For the local Monterey County market, absolute vacancy
rates should remain in the mid- to high single
digits, depending on the submarket.
Landlords have been reducing these vacancies by
offering cheaper rent. Average asking rents have
certainly been falling throughout Northern California, but are expected to slowly rebound by the
middle of 2011. The sharpest increases in rent
will likely occur first in San Francisco, followed
by the East Bay, San Jose, and Sacramento.

Q1-00 - Q3-10
160
Index (100 = Jan-00), SA

Q1-04

Source: Property and Portfolio Research

Taxable Sales
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East Bay (MD)
Sacramento (MSA)

In Monterey County, after falling continuously
from the first quarter of 2007 through the second
quarter of 2009, taxable retail sales have been
on the rebound. From the third quarter of 2009
to the third quarter of 2010, total sales rose by
nearly 5%, to $1.23 billion, or nearly matching
the rise of 5% statewide. This rate of increase is
much higher than that in Santa Barbara County
(2.4%) or in Santa Cruz County (2.9%), but falls below the 12.2% increase noted for San Luis Obispo
County.

Q1-00

10

Q1-04

Monterey County
Santa Barbara County
California
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Q1-10

San Luis Obispo County
Santa Cruz County

Source: California Board of Equalization

As in the office sector, economic vacancy rates
in Northern California retail markets can vary

68

2011 Monterey Economic Forecast

Beacon Economics

6% in the East Bay and San Francisco regions during 2006 and into 2007. Since then, cap rates have
risen to 8% or above in San Jose, the East Bay, and
Sacramento, but are just slightly above 7% in San
Francisco.

Retail Cost of Rent
Q1-00 - Q4-10

$ Per Sq. Ft. Per Year, SA

30

25
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Retail Cap Rates
Q1-00 - Q4-10
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Q1-08

Q1-10
8

San Jose (MSA)
San Francisco (MD)

Percent, SA

Q1-00

Source: Property and Portfolio Research
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Even as vacancy rates rose in 2010, however, net
absorption levels in Northern California markets
remained in positive territory, led by the East
Bay, San Jose, and San Francisco, and followed
by Sacramento. In Monterey County, it’s likely
that many investors will avoid secondary markets far away from major employment centers
closer to San Francisco Bay. Still, those centers
located in high-traffic tourist areas of the county
could benefit as highly visible storefronts capture more buyers.
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However, given the newly attractive economic
fundamentals, and with investors finally coming
off of the sidelines, cap rates for these Northern California markets are expected to slowly decrease for the next part of the cycle.

Industrial Trends

Retail Net Absorption
Q1-00 - Q4-10

Thousands of Sq. Ft., SA

2,000

Because construction levels in the industrial sector are near zero, what would ordinarily be a relatively modest rebound in demand will likely be
enough to help propel the industrial market out
of the downturn much faster than other commercial sectors. Nationally, vacancies could return to levels not seen since late 2008 by the end
of 2011, and could approach pre-recessionary
levels by the end of 2012 or early 2013. In the
near term, however, lack of financing and poor
fundamentals will continue to restrict the development of new speculative industrial space.
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As in the office market, one consequence of the
declining prices for investors of retail properties
has been the rise in cap rates, which fell below
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For Monterey County, 2011 will likely be a year
of gradual recovery that will help to firm up
the industrial sector’s fundamentals, with foodrelated tenants among the most active clients.
Since most early renewals have already been
completed, any new demand for space will help
net absorption and rents through the end of
2011, both of which should show modest growth.

downward throughout 2011. Certainly some regions have fared better than others, with vacancies ranging from about 9.5% in the East Bay and
San Jose to nearly 11% in San Francisco and over
12% in hard-hit Sacramento.
Industrial Vacancy Rate
Q1-00 - Q4-10
15

Percent, SA

For industrial users interested in purchasing
their own properties, now is the time to pounce
on what could be generational low prices. And,
as the best investment opportunities begin to dry
up in 2011, investors will begin to look at healthier properties and at distressed properties within
secondary submarkets. In the coastal submarkets, the investment focus would be on smaller
buildings related to industrial uses, whereas inland areas such as Salinas and Castroville—which
account for as much as three-quarters of the
county’s industrial inventory—tend to favor food
processing uses and warehouse space related to
distribution to retail markets. Nonetheless, if retail sales activity fails to pick up substantially,
then the demand for industrial space will also be
curtailed.
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Although asking rents for industrial space have
remained stable throughout 2010, averaging
$0.45 per square foot, they’re still down slightly
from the fourth quarter of 2009, when the average was $0.47. In line with vacancy rates, average asking rents were highest in the City of Monterey submarket ($0.84 per square foot), followed
closely by Sand City/Seaside/Marina ($0.80 per
square foot). Conversely, the lowest asking rent
was found in South County ($0.35 per square
foot), while the robust Salinas/Castroville area,
with its larger buildings and the bulk of the
county’s space, averaged $0.46 per square foot.

In Monterey County alone, vacancies averaged
6.0% during the fourth quarter of 2010, although
there was certainly a substantial range among
the various submarkets. In the urbanized City of
Monterey, absolute vacancies averaged just 1.6%,
compared to 5.1% in Salinas/Castroville, 6.0% in
Sand City/Seaside/Marina, and over 10% in the
less developed South County.

Asking rents for industrial space in Monterey
County are expected to remain stable in 2011, a
trend that is also being felt in the San Jose region.
At the same time, asking rents are projected to
continue rising in the East Bay and to continue
falling slightly in both San Francisco and Sacramento before stabilizing later in the year.

In other regions of Northern California, it seems
that vacancy rates crested during the fourth
quarter of 2010 and are expected to slowly trend
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Monterey County Industrial Market Snapshot
Category

Inventory

Monterey
Sand City/Seaside/Marina
Salinas/Castroville
Salinas/Castroville
Total
Source: Cassidy Turley

Vacancy Space
Sublet
Direct
−
−
9, 900
−
9, 900

582, 569
1, 181, 304
15, 348, 079
3, 640, 420
20, 752, 372

9, 400
71, 105
767, 724
380, 000
1, 228, 229

1.60
6.00
5.10
10.40
6.00

Apr-10 Net
Absorption

YTD Net
Absorption

2, 500
13, 538
140, 001
0
156, 039

12, 820
43, 769
387, 855
3, 600
448, 044

Space
UC

Asking Rent ($)

0
0
0
0
0

0.84
0.80
0.46
0.35
0.45

ern California markets, the warehouse sectors
still seem to be finding their footing, with continued declines in the East Bay and Sacramento. In
San Francisco and San Jose, however, absorption
seems to be gaining traction and should continue
building throughout 2011 more quickly than in
the other areas.

Industrial Cost of Rent
Q1-00 - Q4-10
Triple Net $ Per Sq. Ft. Per Year, SA

Vacancy
Rate (%)
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Source: Property and Portfolio Research

Not surprisingly, as net absorption levels declined and turned negative in the middle of
2008, industrial developers put the brakes on
new projects—in some cases even after breaking
ground—and will likely remain in this dormant
mode until they see a sustained rebound in both
the regional and national economies. In Monterey County, occupied industrial space grew by
just over 156,000 square feet in the fourth quarter of 2010 versus nearly 450,000 square feet for
the entire year.

0
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Source: Property and Portfolio Research

Cap rates for industrial properties, which had
fallen well below 7% in 2006 and 2007 as investors chased inflated deals, have more recently
returned to reasonable levels. As of the fourth
quarter of 2010, they averaged over 8% in the East
Bay, nearly 9% in Sacramento, and nearly 8% in
San Jose,while only averaging 7.20% in San Francisco. From now through the end of 2011 and beyond, however, it’s probable that cap rates will
begin to trickle down slowly as more investors

While such average quarterly numbers pale in
comparison to the size of larger markets elsewhere in Northern California, given the relatively small size of the Monterey market of under 21 million square feet, the industrial sector
certainly seems to be firming up. In other North-
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enter the marketplace and bid up properties so
that they are no longer bargains but merely good
deals.

Total Nonresidential Permits
Q1-00 - Q4-10

Index (100 = Jan-00), SA
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The value of office permits peaked later in
the fourth quarter of 2007, at $4.3 million, but
quickly fell to reach a trough of $1.25 million by
the first quarter of 2009. Still, from the fourth
quarter of 2008 to the fourth quarter of 2010, the
value of office permits in Monterey County rose
by 46%, compared to a loss of 54% statewide and
a decline of 97% in San Luis Obispo County. At
the same time, the value of office permits rose by
306% in Santa Cruz County and by 44% in Santa
Barbara County.

San Jose (MSA)
San Francisco (MD)

Source: Property and Portfolio Research

Construction Trends
After peaking at nearly $54 million in the first
quarter of 2007, the value of nonresidential
building permits in Monterey County had fallen
to less than $23 million by the fourth quarter of
2009, for a decline of 57%. From the fourth quarter of 2009 to the fourth quarter of 2010, nonresidential permits in the county have remained
minimal, consistently ranging from $22 million
to $23 million. Still, the 23% decline in permits
between the fourth quarters of 2008 and 2010 was
less than declines in the state overall (30.1%), in
Santa Cruz County (25.6%), and in Santa Barbara
County (23.45%). The only Central Coast county
to see a rise during this same period was San Luis
Obispo County, which saw a gain of 5.6%.
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300

200

100

0
Q1-00

Q1-02

Q1-04

Monterey County
Santa Barbara County
California

Q1-06

Q1-08

Q1-10

San Luis Obispo County
Santa Cruz County

Source: Construction Industry Research Board
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Retail Permits

Office Permits, 2008 to 2010
Monterey County
Santa Barbara County
Santa Cruz County
San Luis Obispo County
California

Q1-00 - Q4-10

2008
8, 521
9, 875
814
6, 902
2, 014, 415

2009

2010

2, 496
7, 007
0
9, 124
511, 050

9, 958
12, 277
1, 983
0
626, 610

400
Index (100 = Jan-00), SA

Location

Source: Construction Industry Research Board

300
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100

0
Q1-00

Understandably, permits for new retail stores in
Monterey County have been greatly constrained
of late, totaling just $1.62 million during the
fourth quarter of 2010. While this is certainly
an improvement of nearly 17% from the previous quarter, the value of these permits has declined by 51% since the fourth quarter of 2010.
And, since peaking in the third quarter of 2006
at nearly $11.4 million, the value of retail permits has fallen by nearly 86%. Nonetheless, the
improvement between the third and fourth quarters of 2010 implies the beginning of a rebound,
and compares to a decline of nearly 33% throughout California and over 32% in Santa Barbara
County .Two other counties joined Monterey
County in seeing an increase in retail permit activity between the third and fourth quarters of
2010—San Luis Obispo (up by 21.2%) and Santa
Cruz County (up by 13.8%).
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Retail Permits, 2008 to 2010
Location
Monterey County
Santa Barbara County
Santa Cruz County
San Luis Obispo County
California

2008
17, 102
9, 842
12, 925
15, 213
2, 811, 471

2009

2010

6, 999
11, 655
1, 383
18, 800
935, 980

6, 175
2, 546
3, 500
17, 305
894, 428

Source: Construction Industry Research Board

Finally, permits for industrial space in Monterey
County, which last peaked at over $2.6 million in
the second quarter of 2008, had steadily fallen to
almost zero by the first quarter of 2010. Throughout 2010, the market for new industrial space has
been in complete hibernation, with permit activity continuing to bounce around zero. While the
value of industrial permits statewide did fall by
nearly 52% between the fourth quarters of 2008
and 2010, it actually rose by over 62% in San Luis
Obispo County but fell by 48% in Santa Barbara
County. In Santa Cruz County, industrial permit
activity, as in Monterey County, remained dormant during the fourth quarter of 2010.
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Industrial Permits
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Industrial Permits, 2008 to 2010
Location
Monterey County
Santa Barbara County
Santa Cruz County
San Luis Obispo County
California

2008

2009

2010

13, 950
10, 786
500
10, 152
938, 081

0
8, 901
1, 377
8, 819
359, 868

0
7, 300
0
15, 893
358, 338

Source: Construction Industry Research Board
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Key Chapter Findings
Many low income earners reside in Monterey County, which is affected by the large share of
low-wage and low-skilled employment in the area.
Renters in Monterey County pay less of their income on rent than other Central Coast Counties
and California, but they also experience more crowded rooms.
Improvements in educational test scores have been seen in recent years, but the county still
lags behind other Central Coast Counties and California according to many measures. Similar to
the state, cuts in education funding are a cause for concern in Monterey County.
Monterey County schools have been making an effort to improve the workforce development
of its youth population, opening up a new Agricultural Center, which will lead more students to
attend college, and advance their skills in agricultural biology.
Social service support has been elevated in Monterey County, and was still on the rise in the
fourth quarter of 2010, as measured by the number of Cal-Fresh approved applications. These
issues in social service support could worsen as the county struggles with budget difficulties
and continued need for government aid.

Population, Income, and Occupations

Of more interest is the change in the sources
of population growth in Monterey County over
the last decade. As is usually the case, most of
the population gains came from natural increase.
However, there has been a significant amount
of domestic migration out of the county, with
Monterey posting negative net domestic migration figures for each of the last 10 years. Similar
trends were seen in the state overall and in the
counties of Santa Barbara and Santa Clara; however, San Luis Obispo County has had positive
net domestic migration for each year in the last
decade. Negative net domestic migration means
that more people have been moving out of the
county to other U.S. counties than into the region, a trend often driven by a lack of affordability in housing markets and by poor economic
performance. Indeed, home prices in the area increased at a faster rate from 2003 to 2006 than

Population growth in the County of Monterey
has been fairly constant for the past 30 years,
increasing steadily through the 1980s, declining
in the early 1990s, and returning to constant
growth shortly thereafter.
Monterey County Population
5,000

Population

430,000
0
420,000
-5,000
410,000

400,000

-10,000
2000

2002

2004

Total Population
Net Domestic Migration
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2008

Natural Increase and Net Migration

2000 to 2010
440,000

2010

Natural Increase

Source: California Department of Finance
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price increases in Santa Barbara County and San
Luis Obispo County. Since the peak of the housing bubble in 2006, the number of people migrating out of the county per year to other parts
of the United States has decreased. In the last
few years, home prices in Monterey County have
fallen more significantly than prices in neighboring counties, such as in San Luis Obispo, which
has made the area relatively more attractive and
given less incentive for people to leave.

or decreased in all of the areas of interest. This
change in trend was dramatic for the San Jose
metropolitan statistical area (MSA)3 , which saw
the largest decrease in personal income growth.
However, the San Jose MSA also has much higher
levels of income. Since the start of the recession
in the fourth quarter of 2007, the County of Monterey is the only area to show an increase in personal income through the fourth quarter of 2009,
moving from $17.2 billion to $17.3 billion.

For renters, Monterey County offers less expensive housing than other Central Coast counties,
as measured by rent as a percentage of household income. However, the savings come with
a caveat, as renters also experience much more
crowded rooms, with more than 18% of renters
sharing a bedroom

Personal Income Growth
Q1-90 to Q4-09
300

Index (Q1-90 = 100)

250

200

150

100

Renter Overcrowding and
Rent as % of Income, 2005 and 2009
Location

Monterey County
Santa Barbara County
San Luis Obispo County
California

Q1-90

> 1 Occupant
Per Room

Rent as % of
Household Inc.

2005

2009

2005

2009

18.2
13.0
6.4
13.2

18.5
14.8
5.1
13.7

31.1
35.0
34.9
32.4

32.0
34.6
37.2
32.9

Q4-92

Q3-95

Q2-98

Monterey County
Santa Barbara County

Q1-01

Q4-03

Q3-06

Q2-09

San Luis Obispo County
San Jose (MSA)

Source: U.S. Bureau of Economic Analysis

In Monterey County, per capita income reached
$23,819—significantly lower than in any of the
other comparison areas and dwarfed by the San
Jose MSA per capita income figure for 2009.

Source: U.S. Census Bureau, 2005 and 2009 ACS

Although Monterey County and Santa Barbara
County have similar population sizes, total personal income for Santa Barbara County is higher
than in Monterey, and thus residents of Santa
Barbara have higher average incomes. In addition, the median household income in Monterey
County in 2009 was lower than in all other comparison areas with the exception of San Luis
Obispo County. In keeping with the recent recession, personal income growth has leveled off
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Per Capita Income and Median Household Income
Selected Counties and California, 2009 ($))

Per Capita Income
Median Household Income

Monterey
County

San Luis
Obispo
County

Santa
Barbara
County

San Jose
(MSA)

California

23,819
58,448

28,254
56,661

28,147
59,051

37,212
84,483

27,885
58,931

Source: U.S. Census Bureau, 2009 American Community Survey

This low level of per capita income is strongly
related to the types and distribution of occupa3

San Jose MSA contains counties of Santa Clara and San
Benito
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Occupational Share of Total Employment
Selected Counties and California, May 2009
Share of
Monterey
California
Employment Employment
%
%

Occupation

Farming, Fishing, and Forestry
16.8
Office and Administrative Support
13.1
Food Preparation and Serving-Related
9.3
Sales and Related
8.8
Education, Training, and Library
8.0
Transportation and Material Moving
6.3
Management
4.5
Healthcare Practitioners and Technical
4.0
Building and Grounds Cleaning and Maintenance
3.5
Production
3.5
Protective Service
3.3
Business and Financial Operations
3.1
Construction and Extraction
3.1
Installation, Maintenance, and Repair
2.8
Healthcare Support
2.3
Personal Care and Service
2.1
Computer and Mathematical
1.4
Arts, Design, Entertainment, Sports, and Media
1.2
Community and Social Services
1.0
Architecture and Engineering
0.7
Life, Physical, and Social Science
0.7
Legal
0.4
Source: California Employment Development Department

tions held by residents of Monterey County. The
largest occupational sector is Farming, Fishing,
and Forestry, which stood at 16.8% of total employment in May of 2009, earning workers the
lowest median hourly wage of all the occupations, at $9.13. Two of the three next-largest occupational sectors (Food Preparation and Serving, and Sales) also rank in the lowest four in
median hourly wage, at $9.41 and $11.99, respectively. The Farming, Fishing, and Forestry industry also earns the lowest average annual wage,
but the reason for this is that many workers are
not able to hold farm jobs throughout the year
due the cyclical nature of the farming industry, with employment declining in December after the fall harvest. This effect is highly visible
and much more pronounced in Monterey than
in California in the non-seasonally adjusted un-

1.3
17.5
8.6
10.1
6.8
6.3
5.7
4.5
3.1
6.0
2.5
5.1
4.1
3.2
2.5
2.4
2.9
1.9
1.4
2.2
1.3
0.8

Difference
15.5
−4.4
0.7
−1.2
1.2
0.0
−1.2
−0.5
0.5
−2.5
0.8
−2.0
−1.1
−0.5
−0.1
−0.4
−1.5
−0.6
−0.4
−1.4
−0.6
−0.5

employment rate numbers, which show consistent yearly peaks in December or January, and
troughs in September or October. The difference
between these maximum and minimum unemployment rates by month for each year is generally about 7 percentage points, a very large margin. The share of low-skilled, low-wage labor in
the County of Monterey is far higher than in California as shown by the table below. The county
should look to attract more high-skilled jobs to
the area, in part by encouraging greater participation in higher education and creating a more
highly skilled work force.
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Education

to eight, which collectively fell by about 9% from
2004 to 2008.

The County of Monterey does not rank highly
in common measures of educational success for
students in kindergarten through high school
compared to its Central Coast counterparts. National budget problems could make educational
challenges in the county even worse. For example, the future of the Head Start program is uncertain. Head Start is a national program that
provides grants for child development services
to low-income families, promoting school readiness and engaging parents in helping their children make progress toward educational goals4 .
According to a recent news article in the Salinas
Californian, if the bill to reduce Head Start funding (HR 1) is passed in Congress, as many as 200
children in Monterey County might be dropped
from the program. Members of the community
recently protested the funding cuts to the program, citing researchers who say that Head Start
makes it more likely for students to finish high
school and go on to college,5 thus improving the
quality of life in the county as a whole.

Public School K-12 Enrollment
2000 to 2010
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San Luis Obispo County
California

Source: California Department of Education

High school enrollment for the County of Monterey has been relatively flat since 2003. There
will likely be a drop in high school enrollment in
the near future owing to major declines in lower
grade levels.
High School Enrollment
2000 to 2010
120

Index (2000 = 100)

115
110

Compared to neighboring counties, Monterey
105
County has seen mediocre enrollment growth—coming 100
in below California and nearby counties, except
95
San Luis Obispo, in enrollment growth from 2000
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Monterey County
San Luis Obispo County
to 2008 for both total enrollment and high school
Santa Barbara County
California
enrollment. After experiencing declines in total
enrollment from 2004 to 2008, the county has
seen increases over the last two years. These preMonterey County achieves below average gradvious decreases came largely from grades three
uation rates compared to neighboring counties.
Source: California Department of Education

After previously overtaking the graduation rate
in Santa Barbara, Monterey County’s rate again
fell behind in 2009, hitting 81.5%. Though lagging
behind rates in neighboring counties, the gradu-

4

Source: U.S. Department of Health and Human Services,
Administration for Children & Families
5
Griselda D. Ramirez, "Head Start supporters in Monterey County vie to maintain the early childhood program
intact," Salinas Californian, February 24, 2011
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ation rate in Monterey County still exceeded the
state’s rate of 78.5% in 2009.

terey County's average test scores by school have
consistently fallen below those of its neighboring counties in English and language arts. However, in recent years, the gap has been closed significantly and students in Monterey have all but
caught up with those in Santa Barbara.

High School Graduation Rates
2000 - 2009
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Although San Luis Obispo County also experienced a decrease in its graduation rate from 2008
to 2009, Monterey County saw a sharper decline,
with a drop of 4.8 percentage points. This is the
worst change in recent history. Downturns in
the levels of educational attainment are cause
for concern, as lower rates are associated with
higher crime rates, higher unemployment rates,
and lower wages, all of which detract from the
quality of life in a region.
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Math scores in Monterey have been consistently
subpar compared to scores in California and surrounding counties. Nonetheless, they have been
trending upward in recent years.
Math-Proficient Students
Percentage of Students Math-Proficient

2002 to 2009

High School Graduation Rates
Selected Counties and California, 2008 and 2009
County
Santa Barbara
San Luis Obispo
Monterey
California

2008
Graduation
Rate (%)

2009
Graduation
Rate (%)

Difference

83.6
87.7
86.3
80.2

84.5
86.2
81.5
78.5

0.9
−1.5
−4.8
−1.7
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Educational trends in Monterey County can also
be assessed using data on English and language arts (ELA) proficiency and math proficiency as measured by standardized tests. Mon-

Improving proficiency in language arts and math
is important because stronger scores will push
college attendance rates and result in a more
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highly educated workforce, which in turn will
draw higher-paying employers. The County of
Monterey still has an uphill climb to reach the
math proficiency levels of its neighboring counties and California, but the good news is that it
has been closing the gap over the past few years.
Graduation Rates and Proficiency Rates
Monterey County High School Districts, 2008 and 2009
District
Pacific Grove Unified
Carmel Unified
Monterey Peninsula Unified
North Monterey County Unified
Gonzales Unified
King City Joint Union High
Soledad Unified

Graduation
Rate
%

English
Proficiency
%

Math
Proficiency
%

96.1
95.7
85.6
84.5
81.4
78.7
76.8

79.4
83.2
45.6
34.2
32.2
33.0
32.6

72.1
84.8
46.7
35.9
36.3
34.5
37.5

Source: California Department of Education
Note: Test Scores from 2009, Grad Rates from 2010

At a local level, some parents are unhappy with
how their children’s schools are performing. According to the Monterey County Herald, residents
are petitioning to open a new charter school to
replace the Bay View Elementary school, which
is soon going to be closed. In a meeting with the
Board of Education, the president of the Bay View
Academy Board of Directors, Bill Shaw, said that
the "local district is not meeting the needs of our
students at the elementary school."6 Additionally, supporters of the charter school "described
MPUSD as a failed district." This shows that some
of the hardships seen in the education numbers
also reflect the feelings of those involved with local schools. However, the K-12 educational system in Monterey County has seen improvements
in proficiency overall.

Social Services and Poverty
Though the recession is officially over, its effects
are still being felt in Monterey County, which
has seen the need for social services increase.
The bump in the need for government support
7
Claudia Melendez Salinas, "Everett Alvarez High
School's new ag center opens," Monterey County Herald,
February 21, 2011

6

Claudia Melendez Salinas, "Supporters push Bay View
charter," Monterey County Herald, February 3, 2011
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According to the U.S. Census Bureau's 2009
American Community Survey, Monterey County
falls far behind the state and other Central
Coast counties with respect to the percentage
of the population holding a bachelor’s degree
or higher, at 21.5%. In contrast, the San Jose
MSA, Santa Barbara County and San Luis Obispo
County all have a much higher percentage of residents with college degrees or higher, at 43.3%,
31.5%, and , 30.1% respectively. All of these areas
have much higher levels of per capita income, illustrating that this is an important metric—areas
with large numbers of highly educated individuals tend to attract higher-wage employers. Efforts are being made to encourage college enrollment in Monterey County. According to an article in the Monterey County Herald, Everett Alvarez
High School recently opened a new Agriculture
Education Center in hopes of giving "students a
head start in areas now a major concern to the industry, such as food safety."7 This new center will
give those involved more resources to expand
on agricultural biology and will "be a natural
launching pad to the Agricultural Center at Hartnell College." Programs such as these encourage
college attendance by exposing students to occupational sectors such as Agriculture, a crucial industry for many residents in Monterey County.
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planning.”8 These budget challenges, which are
also taking place across the nation, are worrisome, as Monterey has not yet seen declines in
approved Cal-Fresh applications as of the fourth
quarter of 2010, and the county still has many in
need of social service support.

has occurred across California and the Central
Coast, with a large surge in applications for both
the CalFresh Program, formerly known as Food
Stamps, and for CalWORKS (California Work Opportunities and Responsibility to Kids). The CalFresh program subsidizes household spending on
basic food needs for low-income families and individuals. The CalWORKs program aims to assist
families with children who have been deprived
of parental support, helping to pay for housing,
food, and other necessities.

On the brighter side, there has been a change
in trend in the number of approved CalWORKs
applications, with applications remaining flat or
even declining a bit during the past few quarters.
This trend is seen across the Central Coast.

Cal-Fresh Applications Approved Index
Q1-02 to Q4-10

CalWORKs Applications Approved Index
Q1-06 to Q3-10
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Monterey saw the number of approved CalFresh
applications jump by 1,781, more than doubling
from the second quarter of 2007 through the
fourth quarter of 2010. Monterey County and
Santa Barbara County have roughly equal numbers of residents, but Monterey has consistently
posted higher numbers of approved applications
since the recession began. This is likely due to the
area’s lower income levels and the subsequently
greater needs for support. Budget issues in Monterey are also a cause for concern as “dropping
revenue from hotel, property and sales taxes are
pressuring county revenue, which funds social
services, foster care services, courts and rural

Although the need for CalWORKs has been on
the decline, the program has consistently been
targeted for cuts in the governor’s recent budget proposals. If the most recent proposal goes
through, a family of three will see its CalWORKs
grant drop 13% in addition to the 4% hit that was
taken in a previous cut.9
The state of the economy in Monterey County
can be further assessed by looking at health insurance coverage rates and poverty rates. Mon8

“Monterey County to receive clear picture of future
budget,” Salinas Californian, February 28,2011
9
Amy Yannello, "This is going to hurt," Sacramento News
and Review, February 10, 2011
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terey County has a higher poverty rate (17.8%)
than the state as a whole (14.2%). A slightly lower
percentage of county residents possess health
insurance coverage (78.9%) than in California
(82%). However, there is less income inequality
in the area, as shown by the Gini index. (A score
of 1 on the Gini index indicates perfect income
inequality and 0 indicates perfect equality.) The
number of residents with health care plans could
increase in the future as the Obama Administration seeks to improve access to health insurance.
As these data show, Monterey still has a strong
need for programs that provide a safety net. Educational and social service cuts are likely to
do more harm to lower-income areas since lowincome residents need help the most. As state
and local governments strive to balance their
budgets, those in need will find it harder to cope
with the aftershocks of the recent recession.
Health Insurance Coverage, Gini Index, and Poverty
Selected Counties and California, 2009
Location
Monterey County
Santa Barbara County
San Luis Obispo County
California

Health
Insurance
Coverage %
78.9
83.4
86.3
82.0

Gini
Index
0.44
0.46
0.43
0.47

Population
in Poverty
%
17.8
15.1
13.3
14.2

Source: U.S. Census Bureau, 2009 American Community Survey
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Average
Hourly
Wage

43,449
20,692
36,969
22,084
36,005
62,084
30,378
106,508
91,006
29,085
31,951
63,034
70,244
52,764
46,192
35,904
26,201
84,406
52,791
52,891
80,072
80,914
110,146

Average
Annual
Wage

15.04
9.13
16.98
9.41
11.99
27.83
12.55
43.92
38.96
12.40
12.23
30.51
31.02
25.18
20.82
16.02
10.76
39.13
22.25
21.64
34.36
34.69
45.92

Median
Hourly
Wage

26.17
10.03
21.84
11.29
20.03
35.67
18.11
62.52
52.17
16.41
18.70
40.32
41.16
31.56
27.81
20.06
13.93
50.02
30.62
34.34
46.68
49.44
73.61

75th Pctile.
Hourly
Wage

9.64
8.54
12.68
8.77
9.28
20.58
9.79
30.55
27.95
9.96
9.81
20.74
22.60
17.51
15.23
12.30
9.14
26.77
15.94
15.49
25.91
23.08
30.60

25th Pctile.
Hourly
Wage

Monterey County Occupational Characteristics
May
2009
Employment
20.89
9.95
17.77
10.62
17.31
29.84
14.60
51.21
43.76
13.98
15.36
30.31
33.77
25.37
22.21
17.26
12.60
40.58
25.39
25.43
38.49
38.90
52.96

Occupation
Total all occupations
155,360
Farming, Fishing, and Forestry
26,050
Office and Administrative Support
20,370
Food Preparation and Serving-Related
14,490
Sales and Related
13,700
Education, Training, and Library
12,420
Transportation and Material Moving
9,860
Management
7,000
Healthcare Practitioners and Technical
6,220
Building and Grounds Cleaning and Maintenance
5,510
Production
5,450
Protective Service
5,190
Business and Financial Operations
4,890
Construction and Extraction
4,740
Installation, Maintenance, and Repair
4,320
Healthcare Support
3,610
Personal Care and Service
3,210
Computer and Mathematical
2,130
Arts, Design, Entertainment, Sports, and Media
1,910
Community and Social Services
1,560
Architecture and Engineering
1,100
Life, Physical, and Social Science
1,080
Legal
550
Source: California Employment Development Department
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24.10
17.82
18.93
10.66
27.46
16.06
15.95
56.64
34.98
40.21
24.62
22.86
13.23
42.16
25.37
14.62
12.97
41.56
31.60
24.59
35.36
10.11
56.00

Total all occupations
14,532,640
Office and Administrative Support
2,546,810
Sales and Related
1,461,860
Food Preparation and Serving-Related
1,249,590
Education, Training, and Library
983,820
Transportation and Material Moving
915,580
Production
868,070
Management
822,450
Business and Financial Operations
741,390
Healthcare Practitioners and Technical
656,080
Construction and Extraction
596,570
Installation, Maintenance, and Repair
471,320
Building and Grounds Cleaning and Maintenance
448,410
Computer and Mathematical
415,200
Protective Service
369,500
Healthcare Support
358,000
Personal Care and Service
351,650
Architecture and Engineering
313,470
Arts, Design, Entertainment, Sports, and Media
269,030
Community and Social Services
205,920
Life, Physical, and Social Science
187,760
Farming, Fishing, and Forestry
182,320
Legal
117,860
Source: California Employment Development Department

Occupation

Average
Hourly
Wage

May
2009
Employment

California Occupational Characteristics

50,132
37,069
39,361
22,185
57,120
33,391
33,168
117,810
72,758
83,623
51,214
47,547
27,522
87,705
52,770
30,421
26,974
86,449
65,730
51,149
73,547
21,021
116,474

Average
Annual
Wage
18.12
16.47
12.84
9.43
25.19
13.75
13.64
50.17
31.47
35.61
23.17
21.64
11.72
40.45
22.26
13.39
10.95
39.74
24.72
22.55
32.64
9.08
46.61

Median
Hourly
Wage
30.28
21.99
21.78
11.18
35.72
19.77
19.30
71.40
41.80
48.45
31.03
29.08
15.41
53.29
36.79
17.11
14.44
51.87
38.06
31.34
44.03
9.85
76.10

75th Pctile.
Hourly
Wage

11.34
12.40
9.32
8.77
17.11
9.83
10.14
34.10
23.44
24.73
16.74
15.45
9.62
29.54
12.11
10.82
9.23
29.63
16.31
16.24
22.90
8.54
29.40

25th Pctile.
Hourly
Wage
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About Beacon Economics

Beacon Economics

About Beacon Economics
Beacon Economics is an independent economic research and consulting firm with offices in Los Angeles
and the San Francisco Bay Area. We deliver economic analysis and data sites that help our clients make
informed, strategic decisions about investment, growth, revenue, policy, and other critical economic
and financial issues. Our nationally recognized forecasters were among the first to predict the collapse
of the housing market and foretell the onset and depth of the economic downturn that followed. Our
core areas of expertise include economic and revenue forecasting, market and industry analysis, economic impact studies, economic policy analysis, and international trade analysis.

Services

Contact

Economic & Revenue Forecasting
Business, Industry, & Market Analysis
Economic Development Analysis
Ports & Infrastructure Analysis
Public Speaking
Expert Testimony

Sherif Hanna
Managing Partner
(424) 646-4656
Sherif@BeaconEcon.com
Victoria Pike Bond
Director of Communications
(415) 457-6030
Victoria@BeaconEcon.com
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