March 2021
Policy and Capitol Update – December 2021
The Muniservices/Avenu teams sends our very best to you for a safe and enjoyable holiday season. It is a
pleasure and an honor to collaborate with all of you. Please feel free to contact us at any time as we come
to the close of 2021 and as things gear up in 2022.
Please feel free to contact me with any questions.
Fran Mancia, Vice President of Government Relations Fran.Mancia@AvenuInsights.com

What lies ahead in 2022?
We are anticipating another busy legislative and budget year in 2022, with the Legislature reconvening to
begin their work for 2022 on January 3rd. As the second year in a two-year session, legislation introduced
in 2021 that has not yet moved to the second house must move forward in January or will die, with
exceptions for measures requiring a ⅔ vote. This means that in January there will be a rush of policy and
fiscal committee hearings in addition to the release of the governor’s 2022-23 budget proposal on or by
January 10.
Important Dates in early 2021:
January 3: Legislature reconvenes
January 10: Budget must be submitted by governor
January 14: Last day for policy committees to hear and report to fiscal committees on fiscal bills
introduced in their house in 2021
January 21: Last day for any committee to hear and report to the Floor bills introduced in their house in
2021
January 21: Last day to submit bill requests to the Office of Legislative Counsel
January 31: Last day for each house to pass bills introduced in 2021 in their house
February 18: Last day for bills to be introduced
During December, legislators, their staff, the governor, and his staff are all completing their office moves
over to the “swing space” at 10th and O Street to allow for the rebuilding of the Capitol annex which is
estimated to be completed in 2025. This will necessitate a number of adjustments both as it pertains to
lobbying, as well as to the location of committee hearings. The new swing space has four committee
rooms, which will be utilized for larger hearings traditionally taking place in the Capitol annex.
Budget Updates: Both the Senate and Assembly Budget Committees released overviews of their priorities
for 2022 last week, in advance of the governor’s January 10 proposal.
The Senate’s Key Values document was a preview of their detailed Senate budget priorities to be released
early next year. Below are their high-level areas of focus.
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Sustain Progress: Build upon reserves, pay down debt and retirement liabilities, use one-time funding for
one-time purposes, maintain existing priorities that promote equity, and expand oversight and
accountability.
Strengthen Equity/Meet Gann Limit Requirements
● Maximize infrastructure investment.
● Build on targeted tax relief programs for families.
● Ensure ongoing commitments can be made to health, safety net, and higher education programs,
and
● Consider reforms to modernize the Gann Limit.
Build a More Equitable Economy
● Support childcare, small businesses, and the essential workforce.
● Support aging Californians.
● Improve public health, mental health, and health access and affordability.
● Balance public safety and justice.
● Address housing challenges.
● Boost infrastructure including transportation, education, broadband, and climate/disaster
resiliency.
● Protect school budgets.
● Improve higher education quality, affordability, and accessibility.
● Enhance climate, environment, and resource protection, and
● Strengthen wildfire mitigation and response.
The Assembly Budget Blueprint reviewed actions taken in the 2021-22 budget and prioritized the
following for 2022:
● Implementation of 2021 investments including climate resilience, wildfires, broadband, and
behavioral health.
● Addressing the State Appropriations (Gann) limit.
● Increased funding for education, particularly as it relates to mental health and learning loss.
● Ensuring homelessness and affordable housing funding are providing additional permanent and
temporary housing.
● Oversight of the Employment Development Department’s progress in implementing
improvements.
● Preventing tenant evictions.
● Funding wildfire prevention and climate investments promptly.
● Improve public health infrastructure.
● Accountability measures for CalAIM and the Children and Youth Behavioral Health initiatives.
● Address disparities and needs in the child welfare and foster care system.
● Drought response and water resilience funding to the most vulnerable communities.
● Broadband access to inaccessible communities.
● Scrutinize prison operations and restore independent oversight in the Office of the Inspector
General.
● Promote the creation of living wage jobs.
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● Fund the Department of Toxic Substances Control to ensure resources to clean toxic sites.
● Major infrastructure investments:
○ $10 billion for school facilities; $10 billion for transportation projects including transit
infrastructure; more affordable housing and homelessness prevention; modernize
courthouses and leverage federal infrastructure funds.
○ Create an ongoing funding stream for supportive housing of indigent adults.
○ Bolster enrollment growth at UC and CSU.
○ Attract new workers to health care, education, and childcare occupations.
○ Increase access to Medi-Cal, CalFresh, and CalWORKs through program simplification
and expanded eligibility.
○ More resources for violence and suicide prevention.
○ Focus on providing second chances for formerly incarcerated individuals.
Legislative Prospective: With the new legislative cycle a few weeks away, many lawmakers have already
signaled their legislative priorities for 2022. These include existing issues like the COVID-19 pandemic,
broadband funding, and the implementation of large-scale behavioral health programs.
Though we don't know much about the new Omicron strain of COVID-19, a number of bills are likely to
be introduced relating to the ongoing pandemic. These include both legislation allowing personal belief
exemptions as well as conflicting legislation mandating vaccinations or testing. Cal/OSHA is scheduled to
meet on December 16 and could expand worker protections related to COVID-19 that employers have
been fighting throughout the pandemic. In addition, the State’s $6 billion investment in broadband will
now be enhanced by more than $100 million in federal funding which must be programmed.
Legislation that stalled in 2021 may also be revived in 2022, including attempts to decriminalize
hallucinogens, the implementation of public injection sites in an effort to address substance abuse,
development of a single-payer health system, and the regulation of social media platforms.
The continued fight for environmental protections could ramp up in 2022 with the recent oil spill off the
coast of Orange County and a number of legislators’ attendance at the Glasgow Climate Change
Conference. Legislators have already committed to introducing bills that would ban oil drilling in state
waters. Additionally, we could see administrative action on battery-powered engines, rules to prohibit
wasteful water use, and CPUC proposals on Net Energy Metering reform.
Additionally, the upcoming legislative cycle could prove extra challenging for legislators, as revised maps
from the California Citizens Redistricting Commission will greatly change some lawmakers’ districts.
Legislators will need to be cognizant of their new constituents, which could influence their voting and the
legislation they choose to pursue. Competitive districts will change, making for a unique legislative year
as legislators not only adjust to new Sacramento offices, but new districts with new priorities.
LAO Fiscal Outlook: 2022-23 Budget: November 17, the Legislative Analyst's Office (LAO) published a
report on California's fiscal outlook for the 2022-23 budget. This report is an early projection of
California's economic status for the upcoming fiscal year.
Surplus: Due to continued growing state revenues, the LAO projects a surplus of $31 billion for the 202223 fiscal year. Retail sales have doubled in growth in 2021, stock prices have doubled since the pandemic
low in Spring 2020, and major firms posted historically high earnings. As a result of this unexpected
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growth, the Legislature will need to allocate roughly $14 billion to meet the constitutional requirement
under State Appropriations Limit (SAL) by reducing taxes, spending more on excluded purposes like
infrastructure, or making additional payments to schools and community colleges.
Spending to meet SAL: Prop 98 guarantees K-14 funding through a combination of state General Fund
dollars and local property tax revenues. In remaining consistent with revenue increases, spending on K-14
schools is likely to increase by almost $11 billion. Additionally, with the expansion of Transitional
Kindergarten, a $421 million spending increase in 2022-23 is anticipated. This leaves the Legislature with
an estimated $9.5 billion in ongoing discretionary funds available, and $10.2 billion in one-time funds
available, totaling $19.7 billion for K-14 over the next 3 years in order to meet the constitutional
requirement under SAL.
Spending in the rest of the budget is lower than projected by $5 billion due to a number of factors,
including savings associated with an enhanced federal share of certain Medicaid programs. The federal
match increased 6.2% during the pandemic, and the continued enhanced share is assumed through March
2022. This means that General Fund spending will increase beginning the 4th quarter of the current fiscal
year 2021-22 to fully cover Medi-Cal. Additionally, $3.3 billion of spending set aside for transportation
infrastructure that ultimately did not pass the Legislature will revert to the General Fun. As a result, the
state may end up with an additional $5.2 billion surplus in 2022-23 which is included in the total surplus
projection of $31 billion. The LAO suggests that the Legislature should plan to meet the SAL early to
avoid adjustments during the governor’s May revise.
Reserves: With the current LAO estimates, the state's constitutional reserves could reach 10% of revenues
and transfers in the 2022-23 fiscal year, which is about $21 billion in the Budget Stabilization Account.
Pre-pandemic reserves were 13% of the state's revenues and transfers, so the state would need to make
additional, discretionary deposits into one of the reserves to meet the state's reserves prior to the
pandemic. The LAO recommends that the Legislature increase total reserves by more than the
constitutionally mandated level to return to pre-pandemic levels sooner. Because the bulk of revenue and
spending projections are dependent on legislative action, the LAO projects a surplus range between $3
and $8 billion through the 2025-26 budget.
26th UN Climate Change Conference of the Parties: This week, members of the Legislature and
Lieutenant Governor Eleni Kounalakis traveled to and have been reporting from the 26th UN Climate
Change Conference of the Parties (COP26) in Glasgow, Scotland. Governor Newsom was originally
scheduled to participate in the conference, however canceled his plans sending the Lieutenant Governor in
his stead. Over the past year, the governor has signed executive orders to phase out internal-combustion
vehicles, preserve 30 percent of the state's land and water by 2030, and phase out fracking by 2024 and oil
extraction by 2045. $15 billion was allocated in the 2021-22 Budget Act over the next three years by the
governor and Legislature for climate programs.
Although California legislators originally branded the trip as one to showcase California’s leadership in
climate change, it became clear quickly that we still have a lot to learn from other countries and states as
well as additional work to do in California.
Assembly Speaker Anthony Rendon (D-Lakewood), said that he anticipates reconsideration of AB 1395
or a similar measure in 2022 as a follow-up to the conference. AB 1395 (Muratsuchi), which failed
passage on the Senate Floor in September, declares it is the policy of the state to achieve net zero
greenhouse gas (GHG) emissions as soon as possible, but no later than 2045, and to achieve and maintain
net negative GHG emissions thereafter. Additionally, it declares that it is a policy of the state to ensure
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that by 2045, statewide anthropogenic (originating from human activity) GHG emissions are reduced by
at least 90% below 1990 levels, which includes emissions prevented by carbon capture and storage.
Senator Josh Becker (D-Menlo Park) also announced his intent this week to introduce a bill requiring
California to reduce its emissions from state-owned vehicles, buildings, and other sectors to net zero by
2035, 10 years before the economy-wide target of 2045. He is additionally exploring legislation to
streamline the building of low-carbon construction projects.
On Monday November 8, the California Air Resources Board, on behalf of the state of California, signed
a Joint Declaration of cooperation in the fight against climate change with the governments of New
Zealand and Québec. AB 32 (Chapter 488, Statutes of 2006) requires consultation with other states, the
federal government, and other nations to identify the most effective strategies and methods to reduce
greenhouse gases, manage greenhouse gas control programs, and to facilitate the development of
integrated and cost-effective regional, national, and international greenhouse gas reduction programs. The
Joint Declaration states the intent to:
● Share information, experiences, and best practices on the implementation of strategies, policies,
and programs on the design of cap-and-trade systems for greenhouse gas emissions,
measurement, reporting and verification systems, sustainable mobility, forestry, agriculture, and
aligning incentives and investments to support and bolster climate action.
● Foster research, development, deployment, and exchange of clean technologies including in
renewable energy, energy efficiency, energy storage, agriculture, and zero-emission
transportation.
● Promote environmental integrity of carbon pricing instruments to reduce greenhouse gas
emissions worldwide.
● Explore opportunities for potential future alignment of our respective cap-and-trade programs
through focused information sharing and discussions related to cap setting, scope, auctions,
allocation, market rules, and other key program design features.
Legislators attending the conference included Senators Josh Becker, Lena Gonzalez (D-Long Beach), Bob
Hertzberg (D-Van Nuys), John Laird (D-Santa Cruz) and Bob Wieckowski (D-Fremont), Assembly
Speaker Anthony Rendon, and Assemblymembers Isaac Bryan (D-Los Angeles), Lisa Calderon (DWhittier), Laura Friedman (D-Glendale), Tasha Boerner Horvath (D-Encinitas), Eduardo Garcia (DCoachella), Al Muratsuchi (D-Torrance), Luz Rivas (D-North Hollywood), Mark Stone (D-Scotts
Valley), and Christopher Ward (D-San Diego).
Select Committee on Ports and Goods Movement: On November 3, the Assembly and Senate Select
Committees on Ports and Goods Movement held a joint hearing to discuss recent issues contributing to
delays in our national supply chain. The panelists consisted of experts representing ports in California, the
retail industry, labor groups, and various agricultural organizations who provided feedback to lawmakers
on factors hindering business operations as well as temporary solutions currently being utilized to address
port congestion.
Background: Port congestion is detrimental to both the California and national economy. About 40% of
all shipping containers entering the country come through the twin Los Angeles and Long Beach ports.
Manufacturers are struggling to acquire products to meet consumer demand and farmers are struggling to
secure empty containers to ship agricultural goods. Record demand for imported goods and labor
shortages are contributing to the backlog of container ships, and these delays will ultimately lead to higher
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prices for consumers, greater wait times for goods, and could hinder California’s post-pandemic economic
recovery. The agriculture industry alone is experiencing a cancelation rate of about 80% of their
bookings, leading to a $7.5 million loss in sales for the industry.
Labor Shortage: As of October 19, 62 container ships were anchored off the coast waiting to unload at the
Los Angeles and Long Beach ports. Current wait time for ships is now approximately ten days, over 3.8
days longer than the wait time during September. Before the backlog, containers were typically left at
terminals for less than four days, however, recently, approximately 40% of containers are left for nine or
more days. Both ports are now implementing fines for containers left for long periods of time in hopes of
expediting the process.
The nation’s transportation industry is also facing an unprecedented worker shortage. According to the
Labor Department, job openings in the transportation, warehousing, and utilities sector have steadily
increased this year and reached 537,000 in August - a 67% increase from February 2020. Older
employees have retired or decided to transfer into other industries, and replacements are not forthcoming.
As a result, ports lack truckers, dock workers, and other utility driver workers that are essential to the
expedient unloading of materials into the United States.
State Action: The administration and ports have already taken some actions to address the supply chain
backlog to try and improve it, and we anticipate further action when the Legislature returns in January.
Earlier this year, GO-Biz launched the California Supply Chain Success Initiative, a partnership with the
California State Transportation Agency, the Port of Long Beach, and the CSU Long Beach Center for
International Trade and Transportation to engage stakeholders along the supply chain to discuss key
challenges and identify creative solutions. This effort, which brought together federal, state, and local
leaders, is focused on both short-term and long-term steps to address port congestion, improving
collaboration, and exploring policies to remove obstacles and improve the movement of goods.
On Wednesday, October 20, Governor Newsom signed Executive Order N-19-21 formalizing efforts
already underway to address supply chain shortfalls. The Executive Order directs that within 30 days, the
Department of Transportation and the California State Transportation Agency, in collaboration with
industry stakeholders, shall evaluate and identify priority freight routes to be considered for a temporary
exemption to current gross vehicle weight limits; GO-Biz shall identify non-state sites, including private,
locally owned, and federally owned parcels, that could be available to address short-term storage needs;
the Department of General Services shall complete its review of state owned property in proximity to
impacted ports that may be made available to address short-term storage needs by December 15, 2021 and
shall collaborate with other state agencies to expedite leasing for the purpose of storing cargo containers
on state-owned parcels; and the California Labor and Workforce Development Agency shall identify
potential high road training partnerships to increase education, career technical education, skilled job
training, and workforce development opportunities for port workers and other workers across the supply
chain.
Additionally, the Executive Order directs the California Labor and Workforce Development Agency to
announce the membership of the industry panel established by AB 639 (Cervantes, 2020) by December
31, 2021 and convene the panel for its first meeting by March 1, 2022. AB 639 requires that the Labor
and Workforce Development Agency and California Workforce Investment Board oversee a stakeholder
process to develop recommendations on how to address automation at the Port of Los Angeles and the
Port of Long Beach.
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Emerging Projects Agreement: Last week, the U.S. Department of Transportation and Governor Newsom
announced a federal-state partnership, dubbed the Emerging Projects Agreement, to identify funding for
infrastructure projects at California ports. There is currently an imbalance in the investments in ports in
California versus ports on the east coast that receive eleven times more funding from the federal
government. $5 billion in loans will be issued to the Long Beach and Los Angeles port authorities in part
through two Department of Transportation credit assistance programs: the Transportation Infrastructure
Finance and Innovation Act and Railroad Rehabilitation and Improvement Financing.
The loans are intended to expedite a network of projects including expanding rail capacity, developing
inland port facilities for increased warehouse storage, and highway upgrades. However, these are longer
term projects and will do little to alleviate the current backlog.
On October 20, President Biden announced an agreement with the Port of Los Angeles to increase
operations to 24 hours, seven days per week as a short-term solution. FedEx, Walmart, and UPS also
reportedly plan to increase operations to 24 hours. Long Beach officials have even suspended a portion of
the city’s municipal code limiting container stacking heights outside the port complex to immediately
increase storage capacity within our California ports.
The California Business Roundtable, along with a number of statewide business associations, requested
that an Extraordinary Session of the Legislature be called for the purpose of repealing, suspending, or
reforming state laws and regulations hindering expeditious service at California ports. A group of ten
Assembly Republicans, led by Kevin Kiley, echoed that request. Newsom's senior advisor and director of
GO-Biz said she'd received the letter and that there would be no state of emergency, however the
governor has yet to publicly address whether a special session will be called.
Housing Strike Force: This fall, Attorney General Rob Bonta announced the formation of a Housing
Strike Force made up of deputy attorneys general with expertise in housing and related matters to work
with state agencies and other partners in addressing the housing crisis and to enforce state laws aimed at
increasing housing supply and providing housing security. In part, this action came as a result of AB 215
(Chiu, Chapter 342, Statutes of 2021) which provides the Department of Housing and Community
Development and the Attorney General with additional enforcement authority for local agency violations
of housing laws.
Specifically, the Housing Strike Force will:
● Enforce state housing and development laws in the Attorney General’s independent capacity and
on behalf of the Department of Justice’s client agencies;
● Enforce tenant rights, mortgage servicing, and other consumer protection laws;
● Issue consumer alerts advising tenants and homeowners on their protections under state and
federal law;
● Issue guidance letters to local governments on state housing laws;
● Defend state housing and tenant protection laws from legal challenges; and
● Advocate with the state legislature, federal agencies, and other state agencies to advance a right
to housing.
As an Assemblymember, Bonta introduced ACA 10, which if passed and approved by California voters,
would have declared in the California Constitution that housing is a fundamental human right and is the
shared responsibility of both state and local governments. ACA 10 did not move forward, however, AB
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2405 (Burke), which would have established within California statute that every individual in California
has a right to safe, decent, and affordable housing did make it to the governor’s desk. AB 2405 was
ultimately vetoed as cost estimates reached $10 billion annually and the governor stated that some of the
bill’s provisions were duplicative of existing efforts.
HCD also announced the establishment of its own Housing Accountability Unit last week to bolster
enforcement efforts. The unit triples policy staff and attorneys ensuring compliance with state law and
providing assistance, monitoring, and enforcement of housing production. The two teams intend to work
cooperatively to advance the state’s housing goals.
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Executive Summary
What Is the Anticipated Surplus? Despite the ongoing global pandemic and its disparate health
and economic impacts on Californians, revenues are growing at historic rates and we estimate the
state will have a $31 billion surplus (resources in excess of current law commitments) to allocate
in 2022-23.
How Does the State Appropriations Limit (SAL) Affect Budget Choices? Our office
historically has focused on budget balance and reserves as key budget structure issues. Given
trends in revenues and spending, we see the SAL as the key issue this year. Specifically, using
our estimates of revenues and spending under current law and policy, the state would need to
allocate roughly $14 billion to meet the constitutional requirements under SAL across 2020-21 and
2021-22. (To meet those requirements, the Legislature could reduce taxes; spend more on excluded
purposes, like infrastructure; or issue tax rebates and make additional payments to schools and
community colleges.) In addition—while there is significant uncertainty in these figures—we estimate
the state could have $12 billion in additional SAL requirements in 2022-23.
Is There Capacity for New, Ongoing Commitments? We also examine the budget’s condition
through 2025-26 and assess its capacity for new commitments, such as spending increases or
tax reductions. This report finds the budget has such capacity. Specifically, we find the operating
surpluses range from $3 billion to $8 billion over the multiyear period.

LAO Comments
Will Recent Revenue Gains Be Sustained? Revenue collections have grown rapidly in recent
months, coming in over $10 billion ahead of budget act expectations so far this year. Underlying
this growth is a meteoric rise in several measures of economic activity. Can these trends really
remain so far above the long-run trend for an extended period of time? Historically, strong
economic and revenue growth more often than not is followed by more growth. Moreover, much
of the revenue gains have been in historically more stable revenue streams, such as sales tax
and income tax withholding. In a period of such unprecedented growth, however, these historical
observations might be less relevant than usual. Ultimately, knowing for certain whether recent
gains are sustainable is impossible. Recognizing this, our main revenue forecast takes a middle
ground of possibilities, assuming neither that the gains are entirely sustainable nor that they are
entirely unsustainable.
Under Our Revenue Estimates, Actions to Meet the SAL Requirements Would Be
Prudent in Early 2022. If current revenue collection conditions persist in December and January,
the Legislature may want to seriously consider—early in the year—how it plans to meet the SAL
requirements for 2020-21 and 2021-22. By identifying how to meet current- and prior-year SAL
requirements early, the Legislature largely would avoid needing to make this decision in May, when
myriad other budget issues are being deliberated.
More Reserves Warranted. Under our revenue estimates for 2022-23, the balance of the state’s
constitutional reserve would reach about 10 percent of revenues and transfers by the end of that
fiscal year. In order to bring the balance of the state’s total reserves to their pre-pandemic level of
13 percent of revenues and transfers, the Legislature would need to make additional, discretionary
deposits into one of its reserves. Although it would involve trade-offs, given the historic growth in
revenues in recent years and sizeable anticipated surplus, we suggest the Legislature consider
increasing total reserves by more than the constitutionally required level.
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INTRODUCTION
Each year, our office publishes the Fiscal Outlook
in anticipation of the upcoming state budget
process. This year’s report addresses three key
questions for lawmakers:
•  What Is the Budget’s Condition for
2022-23? Despite the ongoing global
pandemic and its disparate health and
economic impacts on Californians,
revenues are growing at historic rates and
the state likely will have another significant
surplus (resources in excess of current law
commitments).
•  How Does the State Appropriations Limit
(SAL) Affect Budget Choices? Our office
historically has focused on budget balance
and reserves as key budget structure issues.
Given trends in revenues and spending,
we see the SAL as the key issue this year.
Specifically, the SAL will constrain how the
Legislature can allocate the estimated surplus
this year.

•  Is There Capacity for New, Ongoing
Commitments? We also examine the
budget’s condition over the longer term—
through 2025-26—and assess its capacity
for new commitments, such as spending
increases or tax reductions. This report finds
the budget has such capacity.
Our answers to these questions rely on specific
assumptions about the future of the state economy,
its revenues, and its expenditures. Consequently,
our answers are not definitive, but rather reflect
our best guidance to the Legislature based on our
professional assessments at this time. In addition,
while we were putting together the estimates in
this report, Congress passed the Infrastructure
Investment and Jobs Act and updated inflation
information became available. The ultimate
budgetary impacts of these changes are not yet
known. Regardless, because of the timing, any
possible effects of these changes are not included
in this analysis.

WHAT IS THE BUDGET’S CONDITION FOR 2022-23?
in the budget year (2022-23) and the $4 billion SFEU
balance from the enacted 2021-22 budget.

Anticipated Surplus of $31 Billion
Figure 1 shows that under our
revenue estimates the state would have
a surplus of $31 billion to allocate in the
upcoming budget process. The term
“surplus” means the difference between
projected revenues and spending under
current law and policy. Consequently,
the surplus reflects our assessment of
the budget’s capacity to pay for existing
and—potentially—new commitments.
On a technical basis, the surplus is
shown as the balance of the Special
Fund for Economic Uncertainties (SFEU)
in 2022-23.
The surplus reflects three trends in
the prior year (2020-21) and current year
(2021-22), as well an operating surplus
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Figure 1

General Fund Condition Under Fiscal Outlook
(In Millions)
2020-21

2021-22

2022-23

$5,556
193,757
167,084
32,229
3,175

$32,229
197,944
200,978
29,195
3,175

$29,195
202,288
197,059
34,424
3,175

SFEU Balance

$29,054

$26,020

$31,249

Reserves
BSA balance
Safety Net Reserve

$11,967
900

$16,825
900

$20,917
900

Total Reserves

$12,867

$17,725

$21,817

Prior-year fund balance
Revenues and transfers
Expenditures
Ending fund balance
Encumbrances

SFEU = Special Fund for Economic Uncertainties and BSA = Budget Stabilization Account.
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Specifically, it is the result of:

the savings associated with the enhanced
federal share for certain Medicaid programs
in 2021-22. (We describe this in more detail
in the box on the next page, along with other
federal pandemic-related actions that have
notable implications for this year’s budget
condition.) Second, we account for a reversion
of $3.3 billion in spending on transportation,
which was contingent on legislation that did
not pass.

•  Higher Revenues of $28 Billion. As can be
seen in Figure 2, revenue collections have
grown rapidly in recent months, coming in over
$10 billion ahead of budget act expectations
so far this year. Underlying this growth is a
meteoric rise in several measures of economic
activity. Retail sales have posted double
digit growth during 2021. Stock prices have
doubled from their pandemic low last spring.
Several major firms have posted historically
high earnings. Consistent with this recent
trend, under our main forecast, we estimate
tax revenues (and transfers) are higher by
nearly $28 billion across 2020-21 and 2021-22
compared to budget act estimates. (For more
information about our revenue forecast, see:
2022-23 Fiscal Outlook Revenue Estimates.)

•  Operating Surplus of $5 Billion in 2022-23.
In addition to the factors described above,
which are revisions to the 2021-22 Budget
Act, our outlook anticipates the state will have
an additional $5.2 billion operating surplus in
2022-23. This is the amount that revenues are
expected to exceed spending under current
law and policy in that year.

•  Higher Spending on Schools and
The result of these factors, taken together,
Community Colleges by $11 Billion.
is a discretionary surplus of $31 billion, which
General Fund spending on schools and
is available for the Legislature to allocate in the
community colleges is determined by a set of
2022-23 budget process.
constitutional formulas under Proposition 98
Resources Available to Allocate to
(1988). Under our outlook, the state allocates
Discretionary Spending Likely Will Be
about 40 percent of General Fund revenue
Somewhat Less Than $31 Billion. Our estimate
to K‑14 education each year of the budget
of a $31 billion surplus for 2022-23 includes: (1) the
window. As such, consistent with General
enacted SFEU balance from 2021-22 ($4 billion) and
Fund tax revenue increases,
our estimate of required
Figure 2
General Fund spending on
schools and community
Rapid Rise in Revenue Collections in Recent Months
colleges for 2020-21 and
Rolling 12-Month Total Collections From Income, Sales, and Corporation Taxes
2021-22 increases by almost
$11 billion. We discuss more
(In Billions)
information about the overall
$200
During the 12-month period ending in
minimum funding level for K-14
September 2021, tax collections grew
education below.
at an annual rate of 30 percent, the
•  Other Spending Lower by
$5 Billion. Across the rest
of the budget, our estimate
of costs in 2020-21 and
2021-22 are lower than
budget act estimates by
about $5 billion. There are
many factors contributing to
these savings, but two major
ones. First, we score all of
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(2) the $3.3 billion planned for transportation, but
which reverted to the General Fund. Consequently,
our estimate of the surplus could be interpreted to
implicitly reflect an SFEU balance that is essentially
$0. The Legislature can choose to set the SFEU
balance at any level above zero. Recent budgets
have enacted SFEU balances around $2 billion to
$4 billion, which the state has sometimes used to
cover costs for unanticipated expenditures. Given
this, in practice, the actual amount of the state’s

resources available for new discretionary spending
will be somewhat less than $31 billion.
Actual Surplus Will Be Different. The state
has a $31 billion surplus under our main forecast.
However, revenues easily could end up tens of
billions of dollars above or below our main forecast.
If revenues in 2021-22 and 2022-23 are at the lower
end of our most likely alternative outcomes, the
surplus could be as low as $10 billion. If revenues
are at the higher end, the surplus could be closer to
$60 billion.

Federal Coronavirus Disease 2019-Related Actions With Continued
Impact on the State Budget
Throughout 2020 and 2021, the federal government took actions and passed legislation that
had a significant effect on California’s budget. This box describes some of the federal actions that
continue to have major implications for the state’s fiscal condition in 2022-23. (As noted earlier,
this report does not reflect recent federal action on infrastructure spending as the Infrastructure
Investment and Jobs Act was passed as we were completing our assessment.)
American Rescue Plan (ARP) Act Fiscal Relief Funds. The ARP included $350 billion in
flexible funding to state and local governments for fiscal recovery in Coronavirus State and Local
Fiscal Recovery Funds. Of this total, California’s state government received about $27 billion. The
2021-22 budget allocated the entirety of these funds to a variety of purposes, including about
$9.2 billion to offset existing General Fund costs. After the budget was passed, however, the
Newsom administration adjusted this amount downward by about $300 million to account for a
new estimate of revenue losses under the ARP’s provisions. This means General Fund costs will
increase by this amount, but the Legislature also will have these ARP funds to allocate to one of
the federally allowable purposes in 2022-23. (For more information, see: The 2021-22 Spending
Plan: Major New Control Sections in the Spending Plan)
Enhanced Federal Match for Medicaid. Medicaid is an entitlement program whose costs
generally are shared between the federal government and states. In 2020, Congress approved
a temporary 6.2 percentage point increase in the federal government’s share of cost for state
Medicaid programs until the end of the national public health emergency declaration. We assume
the declaration expires in January 2022, with a corresponding expiration of the enhanced federal
match at the end of March. As a result, we assume an increase in General Fund costs of state
Medicaid programs beginning in the fourth quarter of the current fiscal year (2021-22).
Enhanced Federal Match for Home- and Community-Based Services (HCBS). The ARP
also included a temporary enhanced federal match rate for HCBS funded through the Medicaid
program, which reduces the state’s share of base program costs for these services by $3 billion.
However, the federal government requires states to “reinvest” these freed-up state funds on
expanded, enhanced, or strengthened HCBS services. The budget act did not fully account for
the base HCBS program savings or expenditure of these savings. Relative to the budget act,
we score an additional $1 billion in net General Fund savings between 2020-21 and 2021-22
associated with the enhanced Medicaid HCBS match. However, these funds are not ultimately
part of the surplus—they have already been committed to specific HCBS enhancements that were
adopted after the passage of the budget act through the state’s HCBS Spending Plan. (For more
information, see our post: Home- and Community-Based Services Spending Plan.)
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Reserves
Excluding the SFEU, Reserves Would Reach
$22 Billion in 2022-23. As shown in Figure 3, the
balance of the state’s constitutional reserve, the
Budget Stabilization Account (BSA), would grow
to about 10 percent of General Fund revenues and
transfers ($21 billion) under our revenue estimates.
In particular, under the constitutional rules of
Proposition 2 (2014), the state would be required to
deposit about $4 billion in the BSA in 2022-23 and
make net true up deposits of $1 billion. Although
this represents an increase relative to the 2021-22
enacted level, the balance of the BSA would remain
below the pre-pandemic level of 11 percent of
revenues. (Figure 3 does not display an estimate for
total reserves in 2022-23 because this level largely
will be determined by discretionary choices made
by the Legislature. Total reserves include the Safety
Net Reserve and the enacted balance of the SFEU.)

Funding for Schools and
Community Colleges
Significantly Higher Estimates of the
Proposition 98 Guarantee in Current and Prior
Year. The state funds the guarantee through a
combination of General Fund and local property
tax revenue. Compared with the estimates included
in the June 2021 budget plan, the estimates of the
guarantee under our main outlook are up $1.8 billion
(2 percent) in 2020-21 and $8.9 billion (9.5 percent)
in 2021-22. The increase in the 2021-22 guarantee
is one of the largest upward revisions since the
passage of Proposition 98 in 1988. In both years,
the increases are due to our higher General Fund
revenue estimates.
Additional Growth in the Guarantee in Budget
Year. For 2022-23, we estimate the guarantee is
$105.3 billion, an increase of $2.6 billion (2.6 percent)
relative to the revised 2021-22 level. Growth in
General Fund revenue and local property tax revenue
both contribute to the higher guarantee. An additional
contributing factor is the expansion of Transitional
Kindergarten, a program that is currently open to

Figure 3

Reserves Have Not Yet Reached Pre-Pandemic Levels
Percent of General Fund Revenues and Transfers, Enacted
14%
Total Reservesa
12

BSA

10
8
6
4
2

2013-14

2014-15

2015-16

2016-17

2017-18

2018-19

2019-20

2020-21

2021-22

2022-23b

a Includes: BSA, SFEU and Safety Net Reserve.
b Revenues and BSA balance under LAO November estimates.
BSA = Budget Stabilization Account and SFEU = Special Fund for Economic Uncertainties.
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four-year old children born between September 2 and
December 2. The June 2021 budget plan sets forth
a schedule to expand this program to all four-year
olds over a four-year period, beginning in 2022-23.
The Legislature and Governor also agreed to adjust
the guarantee to cover the associated costs. This
adjustment accounts for $421 million of the increase
in the guarantee in 2022-23.
Nearly $20 Billion Available for Allocation in
Upcoming Budget Cycle. After accounting for a
5.35 percent statutory cost-of-living adjustment

(COLA), deposits into the Proposition 98 reserve,
and various other adjustments, we estimate the
Legislature has $9.5 billion in ongoing funds available
for allocation in 2022-23. In addition, after accounting
for the upward revisions in 2020-21 and 2021-22
and various smaller adjustments, we estimate that
$10.2 billion in one-time funds are available. Across
the three-year period, the Legislature has $19.7 billion
to allocate for its school and community college
priorities in the upcoming budget cycle. This estimate
of available funding exceeds the amount in any
previous outlook our office has produced.

HOW DOES THE SAL AFFECT BUDGET CHOICES?
Our office historically has focused on budget
balance and reserves as key budget structure
issues. Given trends in revenues and spending, we
see the SAL as the key issue this year. The SAL limits
how the Legislature can use revenues that exceed
a specific threshold. Given this constraint, under
our revenue estimates, the Legislature would not
have full discretion over the anticipated $31 billion
surplus. Specifically, before allocating the surplus to

any discretionary purpose, the Legislature first would
need to determine how much of the state’s revenues
must be allocated to SAL-related purposes.
How the Formula Works. Proposition 4 (1979)
established an appropriations limit on the state
and most types of local governments. Under these
constitutional requirements, each year the state must
compare the appropriations limit to appropriations
subject to the limit. As shown in Step 1 of Figure 4,

Figure 4

How the State Appropriations Limit (SAL) Works
Step 1

Determine the Limit
Prior-Year Limit

SAL Growth
Factor
Adjustment
includes COLA
and Change in
Population

Step 2

Determine Appropriations Subject to the Limit
Proceeds of Taxes
Exclusionsa

Appropriations Subject to the Limit

Step 3

Determine the “Room”
If proceeds of taxes (after exclusions) are below the limit over a two-year period, do nothing.

“Room”

If proceeds of taxes (after exclusions) are above the limit over a two-year period, there are
excess revenues.
a Exclusions are appropriations that are not counted towards the state appropriations limit. For example, spending on capital outlay is excluded.
COLA = cost-of-living adjustment.
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this year’s limit is calculated by adjusting last year’s
limit for a growth factor that includes economic
and population growth. As shown in Step 2,
appropriations subject to the limit are determined
by taking all proceeds of taxes and subtracting
excluded spending. In Step 3, the state compares
appropriations subject to the limit to the limit itself.
If appropriations subject to the limit are less than
the limit, there is “room.” If appropriations subject to
the limit exceed the limit (on net) over any two‑year
period, there are excess revenues.
How Does the Legislature Meet the
Constitutional Requirements Under the SAL?
The Legislature can meet its SAL requirements in
any of three ways: (1) lower tax revenues; (2) split
the excess revenues between additional school
and community college district spending and
taxpayer rebates, or (3) appropriate more money for
purposes excluded from the SAL. These exclusions
include: subventions to local governments,
capital outlay projects, debt service, federal and
court mandates, and certain kinds of emergency
spending.
Current-Year SAL Requirements. Under our
estimates of revenues and spending under current
law and policy, the state would need to allocate
roughly $14 billion to meet the constitutional
requirements under SAL across 2020-21 and

2021-22. (This is shown in Figure 5 as the net
amount by which appropriations subject to the limit
exceed the limit across those two years.) There are
a couple of key reasons that this is the case, even
though the 2021-22 Budget Act anticipated the
state would have about $17 billion in room across
these two years. First, our estimate of General
Fund proceeds of taxes in these years is $28 billion
higher than budget act estimates. Second, as a
result of late session actions, we estimate spending
on qualified capital outlay is about $4 billion lower
than the budget act anticipated. (This is somewhat
offset by our differing estimates of subventions to
schools and community colleges.)
Budget Year SAL Requirements. Using our
estimates of General Fund tax revenues and
spending under current law and policy, we also
project the state’s SAL position for 2022-23. While
there is significant uncertainty in these figures, we
estimate the state could have around $12 billion in
additional SAL requirements to meet in 2022-23.
In considering the state’s 2022-23 SAL estimates,
we anticipate the state’s SAL position in 2023-24
to be a major consideration in the budget process
and enactment. Our estimates for the state’s SAL
position across the budget window are also shown
in the insert in Figure 6.

Figure 5

State Appropriations Limit Estimates in the
2022-23 LAO Fiscal Outlook
(In Billions)
Estimates Under
LAO Revenues and
a
Current Law

$160
140
120
100
80
“Room”

State Appropriations Limit

60

Appropriations Subject to the Limit

40
20
1978-79
a

www.lao.ca.gov

1983-84

1988-89

1993-94

1998-99

2003-04

2008-09

2013-14

2018-19

These estimates assume LAO revenues and do not assume those revenues are spent on exclusions, like capital
outlay, above current law and policy. The Governor's revenue estimates will differ from these estimates and the
Governor's budget will include discretionary proposals on spending. As such, those estimates will be different by
billions of dollars.
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IS THERE CAPACITY FOR NEW, ONGOING
COMMITMENTS?
Operating Surpluses of $3 Billion to
$8 Billion. Figure 6 displays our estimates of
the budget’s condition over the outlook period.
As the figure shows, although we estimate the
budget has an available surplus of $31 billion to
allocate in 2022-23, the amount available on an
ongoing basis—the operating surplus—is lower.
This estimate is subject to a number of important
caveats, however. Most importantly, the amount of
revenues the state collects will be higher or lower
than the estimates here. In general terms, our
revenue estimates represent the middle of possible
outcomes, meaning there is about a 50 percent
chance that revenues will be higher (or lower) than
our main forecast.

Expenditures Could Be Somewhat Lower,
Increasing the Surplus. Across our outlook, there
are a number of expenditure areas where costs
could be lower than what we have assumed for a
variety of reasons, including, for example, decisions
by the state government, federal government, and
pension boards. If costs are lower than we have
estimated, the operating surpluses displayed in
Figure 6 would be higher. Some key areas where
expenditures could be lower, include:
•  Medi-Cal. For a number of years, the
state has imposed a tax on managed
care organizations’ (MCOs’) Medi‑Cal and
commercial lines of business. We assume
the state’s MCO tax expires midway through

Figure 6

Significant Estimated Surplus in 2022-23, but a Smaller Share Is Ongoing...
(In Billions)

$35

Estimated Surplus in 2022-23
$31 Billion

...SAL Continues to Be a Major Consideration

30

Room Under LAO Revenues and Current Law and Policy Expendtiuresa
2020-21

25

2021-22
2022-23

20
-30

-20

-10

$10

15
Smaller General Fund Operating Surplus

10

5

2022-23

2023-24

2024-25

2025-26

a These estimates do not assume those revenues are spent on exclusions, like capital outlay, above current law and policy.
The Governor's budget will include discretionary proposals on spending. As such, those estimates will be different by billions of dollars.
SAL = state appropriations limit.
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2022‑23, consistent with current law. The
MCO tax leverages significant federal funding.
If the Legislature extended the MCO tax at
similar levels, it would result in lower General
Fund costs in the Medi-Cal program by up to
$2 billion annually beginning in 2023-24.
•  Medicaid Programs. As described in the box
on page 4, our outlook assumes the federal
public health emergency declaration expires
in January 2022, resulting in an increase
in General Fund costs of state Medicaid
programs beginning in the fourth quarter of
2021-22. If the federal government extends
the declaration, costs would be lower. For
example, if the public health declaration
remained in place until the end of 2021-22, we
estimate it would result in additional General
Fund savings of nearly $1 billion.
•  Pensions. As a result of recent performance
in asset markets, both of the state’s major
pension systems have reported very high
investment returns in the last year. These
returns were not reflected in the system’s most
recent actuarial valuations and so we have
not included their impact on state costs in this
analysis. Reflecting these return assumptions
could result in substantially lower state costs,
particularly for the teachers’ pension system.
The box on the next page has more details on
possible future developments in the state’s
pension systems.
•  California Work Opportunity and
Responsibility to Kids (CalWORKs). Recent
budgets, including the 2021-22 Budget Act,
have anticipated that caseload‑related costs,
for example in Medi‑Cal and CalWORKs,
would increase substantially. In the case
of CalWORKs, these caseload increases
have not yet materialized. While our outlook
anticipates caseload-related costs are lower
relative to budget act estimates in CalWORKs,
we also project caseload to increase in the
program over the next year. If these increases
do not materialize, costs in this program
would be lower than our estimates by the low
hundreds of millions of dollars.

www.lao.ca.gov

On the other hand, there are some areas in our
outlook that may understate costs. For example,
while we do not assume the state faces any major
natural disasters—such as a wildfire large enough
to receive a state disaster declaration—at least
one such disaster will almost certainly occur over
the next four years. Nonetheless, on net, we think
expenditures are more likely to fall short of our
estimates, rather than exceed them.
Proposition 98 General Fund Spending
Grows Over the Period. Under our main forecast,
General Fund spending to meet the Proposition
98 guarantee grows to $87.8 billion in 2025-26,
an increase of $12.4 billion compared with the
revised 2021-22 level. The average annual increase
is $3.1 billion (3.9 percent). Most of this increase
is due to growth in General Fund revenue, which
increases the Proposition 98 spending requirement
about 40 cents for each dollar of additional revenue.
A portion of the increase (reaching $2.9 billion by
2025-26) reflects the agreement by the Legislature
and Governor to increase the guarantee for the
expansion of Transitional Kindergarten. Local
property tax revenue also grows steadily over the
period. Accounting for the growth in General Fund
spending and local property tax revenue, the total
increase in school and community college funding
over the period would be $18.6 billion, an average
annual increase of $4.7 billion (4.3 percent).
The SAL Will Continue to Impact Budget
Choices if Revenues Continue to Grow Faster
Than the Limit. From 2015-16 to our most recent
estimates in 2022-23, SAL revenues have grown
an average of 7.4 percent annually. Over the same
period, the limit has grown 5 percent annually. If
these trends continue, the Legislature will need to
spend increasing amounts on excluded purposes,
like capital outlay; lower tax revenues on an
ongoing basis; or use additional, and increasing,
resources to return funds to taxpayers and make
additional payments to schools and community
colleges. Put another way, despite the operating
surpluses we display in Figure 6, the budget might
not have much capacity for new, ongoing spending
that does not meet the SAL requirements.

9

2022-23 BUDGET

Would the Budget Still Break Even if
Revenues Are Lower? Revenues could differ
substantially from our main forecast—either higher
or lower. If revenues fall relative to our outlook,
would the budget still break even? As Figure 7
shows, revenues could fall by as much as 4 percent

(around $10 billion) in most years of the outlook and
the budget would still be balanced. Specifically,
the figure shows how the “break even” point—the
amount of revenues required to pay for the budget’s
current commitments—compares to our main
revenue forecast. Our main forecast is intended

Changes in State Pension Contributions on Horizon
State Contributions to CalSTRS
Forecast Assumes State Contributions to CalSTRS Continue to Increase Over Next
Few Years. Our forecast for state contributions to the California State Teachers’ Retirement
System (CalSTRS) in the outyears uses the pension system’s most recent actuarial valuation,
which reflects CalSTRS’ 3.9 percent investment returns in 2019-20. Based on that valuation
period, actuaries projected the state’s rate would need to continue increasing annually by the
maximum allowed 0.5 percent of teacher payroll for the next few years. Accordingly, our forecast
assumes the state’s required contribution rate to CalSTRS’ Defined Benefit program will continue
increasing, reaching nearly 10 percent of teacher payroll in 2024-25 and 2025-26.
CalSTRS Experienced 27.2 Percent Investment Returns in 2020-21. CalSTRS’ next
actuarial valuation—reflecting 2020-21 investment returns, payroll growth, and other factors
impacting CalSTRS’ unfunded liabilities and required contribution rates—will not be available
until the spring of 2022, and CalSTRS will set required contribution rates for 2022-23 at that time.
However, CalSTRS announced after the close of the 2020-21 fiscal year that the system’s assets
returned 27.2 percent in that year. This investment return experience is well above CalSTRS’
assumed annual rate of 7 percent.
State’s Contribution Rate Now Projected to Dramatically Decrease, Resulting in Annual
General Fund Savings of Billions of Dollars. Based on current law, CalSTRS’ 27.2 percent
investment returns will have an outsized impact on the state’s contribution rate. Specifically,
CalSTRS actuaries project that the 2020-21 investment return experience will fully eliminate the
state’s share of unfunded liabilities (currently around $31.5 billion) in a few years. Consequently,
actuaries now project that the state’s contribution rate could phase down over the next few
fiscal years, reaching around 2 percent beginning in 2024-25. If this occurs, the state’s required
contribution rate would be around 8 percentage points lower relative to our forecast by 2024-25,
meaning the state would owe several billions of dollars less to CalSTRS over the forecast period.

State Contributions to CalPERS
Actual Contributions to CalPERS Will Be Different Than We Assume. Our forecast of state
employer contributions to the California Public Employees’ Retirement System (CalPERS) uses
the projected state employer contribution rates published with the meeting materials for the April
2021 CalPERS board meeting. The actual state contributions during the forecasted period will be
different from what we project because (1) the April 2021 projected contribution rates did not take
into consideration the 21.3 percent investment return that CalPERS assets experienced during
2020-21 and (2) the CalPERS board will adopt new actuarial assumptions. Depending on what
actuarial assumptions and implementation policies the board adopts, the state’s contributions to
CalPERS by the end of the forecast period could be different from what we project.
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to fall in the middle of possible
outcomes, with a 50-50 chance of
revenues coming in higher or lower
than our estimate. Given this, the
fact that the breakeven point is
close to but somewhat lower than
our main forecast suggests there
is a somewhat better than 50-50
chance of the budget staying
balanced over the outlook period.

Figure 7

How Likely Is the Budget to Break Even?
General Fund Revenue
The shaded regions show how much revenues might differ from our main forecast .
The lighter shaded area shows the most likely range of possibilities barring a recession.
The darker shaded area shows how far revenues could fall should a recession occur.
The breakeven point
shows the amount of revenue needed for the budget to stay
balanced without further actions.

Significantly Lower Breakeven
2021-22
Point for School and Community
2022-23
College Budget. We also can
assess what the breakeven
2023-24
revenue point would mean for the
2024-25
school and community college
budget. Under the breakeven
2025-26
scenario shown above, the
Proposition 98 guarantee would
140
160
decrease, but would remain
roughly $8 billion above the cost
of existing school and community
college programs over the period.
In fact, we estimate that the Proposition 98
guarantee would not drop below the cost of these
programs unless the state experienced a recession
in which revenues dropped by $25 billion or more
relative to our main forecast. Two important factors
account for the lower breakeven point for schools
and community colleges. First, nearly 30 percent
of all Proposition 98 funding consists of local
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property tax revenue, which tends to grow steadily
even during economic downturns. Second, school
and community college programs are projected to
grow more slowly than underlying program growth
in the rest of the budget. There are many reasons
for this, including: the timing and amount of federal
funds displacing non-Proposition 98 General
Fund spending and low growth in K-12 average
daily attendance.

COMMENTS
Budget Uncertainties
Will Recent Revenue Gains Be Sustained?
Even though our forecast assumes that the rapid
pace of recent growth will slow in the coming
months, wondering whether the recent gains shown
in Figure 2 are unsustainable is reasonable. Can
the economy and revenues really remain so far
above the long-run trend for an extended period
of time? Historically, strong economic and revenue
growth more often than not is followed by more

www.lao.ca.gov

growth. Moreover, much of the revenue gains have
been in historically more stable revenue streams,
such as sales tax and income tax withholding. In
a period of such unprecedented growth, however,
these historical observations might be less
relevant than usual. Ultimately, knowing for certain
whether recent gains are sustainable is impossible.
Recognizing this, our main revenue forecast takes
a middle ground of possibilities, assuming neither
that the gains are entirely sustainable nor that they
are entirely unsustainable.
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Will Higher Inflation Persist? In recent months,
resurgent consumer demand met with continued
frictions in production and transport of many
goods has led to higher than normal growth in
the prices of many goods and services. Annual
price inflation has exceeded 5 percent since June,
compared to an average of about 2 percent over
the last decade. The consensus among economic
forecasters (based on the Blue Chip Economic
Indicators Survey) is that this uptick in inflation
will abate by next year. Our forecast of inflation
in California, shown in Figure 8, follows this
consensus. This forecast, however, comes with
significant uncertainty. The shaded area on Figure 8
shows how far inflation could be expected to differ
from our forecast based on the historical accuracy
of the economic consensus. Ultimately, despite
the consensus expectation, the possibility that
elevated inflation persists should not be ruled out.
Underscoring this point, very recent data released
after the development of our forecast showed
further acceleration of inflation in October.

requirements—for example by spending more on
capital outlay or making taxpayer rebates and
school and community college payments—across
2020-21 and 2021-22. (Additional SAL-related
spending or revenue reductions also could be
required for 2022-23.) The Governor’s budget,
however, likely will have different estimates of the
state’s SAL position for a couple of reasons. First,
the administration’s revenue estimates will differ
from ours. Second, whereas our outlook does not
allocate the surplus, the Governor’s budget will
propose allocations for any discretionary funds,
including how to meet the SAL requirements.
…Under Our Revenue Estimates, Actions
to Meet the SAL Requirements Would Be
Prudent in Early 2022. If current revenue
collection conditions persist in December and
January, the Legislature may want to seriously
consider—early in the year—how it plans to meet
the SAL requirements for 2020-21 and 2021-22.
By identifying how to meet current- and prior-year
SAL requirements early, the Legislature largely
would avoid needing to make this decision in
May, when myriad other budget issues are being
deliberated. Given the potential magnitude of the
requirement, if the Legislature wishes to meet it
with lower tax revenues or spending on excluded
purposes, early action would be prudent. If,
however, the Legislature preferred to meet the
requirement with taxpayer rebates and school and

What Are Potential Budget Impacts of Higher
Inflation? Higher inflation presents a number
of issues for the state budget. On the revenue
side, it could lead to increases in collections,
for instance due to higher wages. But increased
inflation also could create instability in financial
markets or the economy broadly, which could
depress revenues. On the spending side, higher
inflation can result in higher costs,
for example for interest on the
Figure 8
unemployment insurance loan
from the federal government,
Inflation Elevated Recently
and bond debt service. In other
Annual Growth in California Consumer Price Index
areas of the budget, higher
inflation creates pressure for the
7%
The dotted line shows our forecast.
state to increase spending, for
6
The shaded area reflects the most
example on cash assistance or
likely range of possible outcomes.
5
employee compensation.
4

Budget Choices and
Oversight
Administration Will Have
Different SAL Estimates…
Under our main revenue forecast,
the state would have to allocate
$14 billion to meet its SAL-related
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community colleges payments, the state would
have two years to make these payments, as allowed
by the Constitution, and early action would not
be necessary.
Administrative Capacity for New Spending
Likely Constrained. The annual budget process
provides the Legislature with an opportunity not
only to allocate new funding, but also to assess
the implementation of existing or recent spending.
Given the magnitude of commitments in the
2021-22 budget and the time it takes to ramp up
administrative capacity, the Legislature may want
to consider whether additional commitments are
feasible or if additional administrative capacity
is needed. For example, several departments
received one-time augmentations well in excess
of 100 percent of their base budgets in 2021-22.
Including all fund sources, some examples
include: the Scholarshare Investment Board, which
received $1.9 billion in 2021-22 (compared to a
2020-21 budget of $28 million); the Department
of Community Services and Development, which
received $1.6 billion in 2021-22 ($340 million in
2020-21); and the Arts Council, which received
$140 million in 2021-22 ($42 million in 2020-21).
For these departments and others, capacity to
carry out policy changes and new or expanded

www.lao.ca.gov

programs could be an ongoing issue, particularly
as it takes time for departments to hire and
train staff and develop new program rules and
guidelines. This consideration could be important
as the Legislature determines its budget priorities
for 2022-23.

Reserves
More Reserves Warranted. Under our revenue
estimates for 2022-23, the balance of the state’s
constitutional reserve would reach about 10 percent
of revenues and transfers by the end of that fiscal
year. In order to bring the balance of the state’s total
reserves to their pre-pandemic level of 13 percent
of revenues and transfers, the Legislature would
need to make additional, discretionary deposits
into one of its reserves. Given the historic growth
in revenues in recent years and sizeable surplus
available for 2022-23, we suggest the Legislature
consider increasing total reserves by more than the
constitutionally required level in 2022-23. That said,
such a choice will require trade-offs. For example,
reserve deposits are not excludable from SAL and,
under our revenue estimates, the Legislature’s
ability to use the surplus for non-excludable
purposes is constrained.
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APPENDIX
Appendix Figure 1

Spending Through 2022-23
(In Millions)
Outlook
2021-22

2022-23

Change From
2021-22

$75,399
5,601
4,676
3,084

$76,660
5,083
4,293
3,294

1.7%
-9.2
-8.2
6.8

Major Health and Human Services Programs
$27,506
Medi-Calc
Department of Developmental Servicesc
5,853
In-Home Supportive Servicesc
4,074
SSI/SSP
2,882
Department of State Hospitals
2,593
CalWORKs
594

$31,146
7,213
6,587
3,132
2,391
1,403

13.2%
23.2
61.7
8.7
-7.8
136.3

Major Criminal Justice Programs
Corrections and Rehabilitation
Judiciary

$13,033
2,878

$12,451
2,776

-4.5%
-3.5

$5,435

$5,343

-1.7%

$47,371

$35,286

-25.5%

$200,978

$197,059

-2.0%

Major Education Programs
Schools and community collegesa
California State Universityb
University of California
Financial aid

Debt service on state bonds
Other programs
Totals

a Reflects General Fund component of the Proposition 98 minimum guarantee, including an

adjustment for the expansion of Transitional Kindergarten in 2022-23.

b Includes state contributions for CSU retiree health.
c Program costs in 2022-23 reflect expiration of enhanced federal shares of cost for some

Medicaid‑funded programs, which results in General Fund cost growth that is higher than it would
be otherwise.

Appendix Figure 2

Spending by Major Area Through 2025-26
(In Billions)

Estimates

Education
Schools and community collegesb
Other major education programs
Health and Human Services
Criminal Justice
Debt service on state bonds
Other programs
Totals
Percent change

Outlook

2020-21

2021-22

2022-23

2023-24

2024-25

2025-26

Average
Annual
Growth a

$69.4
9.5
$37.0
$13.7
$5.1
$32.3

$75.4
13.4
$43.5
$15.9
$5.4
$47.4

$76.7
12.7
$51.9
$15.2
$5.3
$35.3

$77.1
13.1
$53.8
$15.3
$5.4
$34.7

$81.6
13.8
$57.2
$15.3
$5.6
$29.9

$87.8
14.3
$60.3
$15.4
$5.8
$31.3

4.8%
8.5
10.2%
2.4%
2.5%
-0.6%

$167.1
—

$201.0
20.3%

$197.1
-2.0%

$199.5
1.3%

$203.4
2.0%

$214.9
5.6%

5.2%
—

a From 2020-21 to 2025-26
b Reflects General Fund component of the Proposition 98 minimum guarantee, including an adjustment for the expansion of Transitional Kindergarten.

Note: Program groups are defined to include departments listed in Appendix Figure 1.
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With the Omicron Variant, an Uncertain
Recovery and the Potential for Slower Growth
and Higher Inflation
Leo Feler
Senior Economist, UCLA Anderson Forecast
December 3, 2021

•

Our economic forecasts depend on assumptions about how consumers and workers react to information about COVID
infections, hospitalizations, and mortality. With the threat of the Omicron variant, we assume that consumers will
temporarily cut back on in-person services spending as they did during the Delta surge.

•

For Q4 2021, we are forecasting growth of 6.9%, the highest we have seen all year as the economy rebounds from the
Delta wave. For Q1 2022, we have reduced our forecast to 2.6% based on the assumption that Omicron might become
disruptive, which is still a big unknown at this time, and then raised our forecast for Q2 2022 to 4.5% as in-person
service consumption rebounds. For Q3 2022 and Q4 2022, we are forecasting growth of 4.6% and 2.4% respectively.

•

On an annual basis, we are forecasting real GDP growth of 5.6% in 2021, 4.2% in 2022, and 2.7% in 2023. In terms
of the level of GDP, these growth rates bring us to back to the pre-pandemic trend by Q3 2022.

•

Our forecast is that the economy will continue to add approximately 200,000 to 400,000 jobs per month, on average for
each quarter, over the coming year, with the potential for some stalling in Q1 2022 if consumers cut back on in-person
services because of Omicron concerns. We forecast that the unemployment rate will continue to decline to 3.4% by Q4
2022. We also expect lower labor force participation than before the pandemic through the end of 2023.

•

In real terms, after accounting for inflation, wages have increased faster than they did before the pandemic. Workers are
better off because, on average, their wages have increased by more than the prices of goods and services they consume.

•

Over the last three months, inflation as measured by the CPI has averaged 6.8% at an annual rate. Our forecast for CPI
inflation is 5.8% year-over-year for Q4 2021, 3.4% for Q4 2022, and 2.8% for Q4 2023. We think that an Omicron wave
will keep inflation higher for longer by preventing a faster return to pre-pandemic trends of consumption and production.

•

In several speeches, Federal Reserve officials have signaled that they are concerned about rising inflation and favor a
faster pace of tapering. We have adjusted our forecast to assume that tapering of asset purchases ends in Q1 2022. We
also assume that the Federal Reserve will begin increasing rates toward the end of Q2 2022.

•

Overall, our forecast is for continued strong economic growth and labor market recovery, with a lessening of supply
constraints and inflation. Omicron may temporarily derail this forecast, but it’s still too soon to tell.
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As has been the case since March 2020, COVID determines
the course of the economy. With each successive wave, the
economy seems to become more resilient, but ultimately, our
current economic forecasts depend on assumptions about
how consumers and workers will react to information about
COVID infections, hospitalizations, and mortality.
Early in the pandemic, we learned that consumer behavior
– not government restrictions – had a greater effect on economic outcomes. Consumers cut back on in-person services
even before governments imposed restrictions,1 and service
consumption fell about equally in areas that imposed restrictions compared with areas just on the other side of a border
that did not impose restrictions.2 Given that consumption
is about 70% of the US economy, what matters most to our
forecasts is how consumers behave, and with the threat of
a new variant that may or may not evade vaccines and oral
therapies and that may or may not be as severe as prior
variants, right now we don’t have much certainty on how
consumers will behave in the coming quarter.
We proceed with the following assumption: as we experience
a winter surge in COVID cases, hospitalizations, and deaths,

consumers will temporarily cut back on in-person services
spending as they did during the Delta surge. Our forecast for
the coming quarter is premised on this assumption. Over the
next two years and through the end of our forecast horizon,
we model only a small effect of the Omicron variant on our
economic forecasts. In other words, the Omicron variant,
depending on its severity, might change consumption behavior during the coming two quarters, but over a two-year
time horizon, our assumption is that vaccine boosters and
modified treatments will mean that consumers return to their
prior behaviors so that the net effect of the Omicron variant
is to slow consumption growth in the coming quarter, Q1
2022, and then raise it in the following quarter, Q2 2022.

Forecast for real GDP growth: strong
in Q4 2021, slower in Q1 2022, and
rebounding in Q2 2022
In Exhibit 1, we show our forecast for quarterly real GDP
growth in annualized rates. For the immediate quarter, Q4
2021, we are forecasting growth of 6.9%, the highest we

Exhibit 1: Quarterly Real GDP Growth, Annual Rates

Forecast
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Q1 Q2 Q3 Q4
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Source: UCLA Anderson Forecast and Oxford Economics
1. Jerry Nickelsburg and Leila Bengali, “The Economic/Pandemic Question: To Close or Not to Close?” UCLA Anderson Forecast, December 2020
and Jerry Nickelsburg, “The California Report: Non-Pharmaceutical Interventions and Economic Growth Revisited,” UCLA Anderson Forecast, June
2021.
2. Raj Chetty, John Friedman, Nathaniel Hendren, Michael Stepner, and the Opportunity Insights Team, “The Economic Impacts of COVID-19:
Evidence from a New Public Database Built Using Private Sector Data,” NBER Working Paper No. 27431, November 2020, available at: https://opportunityinsights.org/paper/tracker/.
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Exhibit 2: Average Annual Real GDP Growth
Forecast
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2.3

have seen all year as the economy rebounds from the Delta
wave. Since we are already towards the end of the quarter,
there is not enough time for concerns about the Omicron
variant to have much of an effect on this quarter’s average
growth rate. For Q1 2022, we have reduced our forecast
to 2.6% based on the assumption that Omicron might be
disruptive, which is still a big unknown at this time, and
then raised our forecast for Q2 2022 to 4.5% as in-person
service consumption rebounds. For Q3 2022 and Q4 2022,
we are forecasting growth of 4.6% and 2.4% respectively.
On an annual basis, we are forecasting real GDP growth
of 5.6% in 2021, 4.2% in 2022, and 2.7% in 2023, as we
show in Exhibit 2.
In terms of the level of GDP, these growth rates bring us
to back to the pre-pandemic trend by Q3 2022, as we show
in Exhibit 3.
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Source: UCLA Anderson Forecast and Oxford Economics

Exhibit 3: Real GDP Levels, Annual Rates, Billions of Chained 2012$
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Source: UCLA Anderson Forecast and Oxford Economics
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A tightening labor market, but labor
force participation still lags behind
The economy has continued to add jobs at a rapid pace,
with revised estimates of around 1 million jobs per month
in June and July, and then in the 200,000 to 530,000 jobs
per month range since then. These employment gains have
brought the unemployment rate down rapidly to 4.2% as of
November 2021.
With unemployment coming down so quickly, one might
ask why we’re facing a worker shortage. The answer is
two-fold. First, labor force participation is still lagging,
with labor force participation staying around 61.7% for the
past several months, below the 63.4% we had prior to the
pandemic. This translates to 3.1 million fewer workers in the
labor force. These include workers who retired or parents
who decided to stop working to care for children, given the
childcare constraints we’ve experienced since the start of
the pandemic. Whether and when some of these workers

might come back into the labor force is uncertain, but our
forecast is that some of the decline in labor force participation is likely permanent. The second reason is that fewer
workers are holding multiple jobs compared to before the
pandemic.3 These workers are in the labor force and they
are employed, so while they contribute to higher labor force
participation and lower unemployment rates, there are still
more unfilled job openings.
Our forecast is that the economy will continue to add approximately 200,000 to 400,000 jobs per month, on average
for each quarter, over the coming year, with the potential for
some stalling in Q1 2022 if consumers cut back on in-person
services because of Omicron concerns. See Exhibit 4.
Our forecast is that the unemployment rate will continue
to decline to 3.4% by Q4 2022, as we show in Exhibit 5.
But we also forecast that labor force participation will remain
lower than before the pandemic through the end of 2023, as
we show in Exhibit 6.

Exhibit 4: Average Monthly Change in Total Nonfarm Payroll Employment, in Thousands, By Quarter
Forecast
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Q1 Q2 Q3 Q4
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Source: UCLA Anderson Forecast and Oxford Economics

3. U.S. Bureau of Labor Statistics, “Household Data Annual Averages, Table 36, Multiple Jobholders by Selected Characteristics,” available at:
https://www.bls.gov/cps/cpsaat36.htm.
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Exhibit 5: Unemployment Rate, Quarterly Average
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Exhibit 6: Labor Force Participation Rate, Quarterly Average
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There are multiple factors holding back labor force participation. First is that with the amount of government support
over the past year, with rising equity values, and with rising
home values, many people were able to retire and leave the
workforce. As we presented in the last quarterly forecast,
about 1.9 million more people retired since the start of the
pandemic compared to the pre-pandemic trend.4 This is a
combination of people who were delaying retirement but
then finally retired during the pandemic, people who would
have retired anyway, and people who decided to retire early.
And compared to before the pandemic, once people retire,
fewer have then come back into the labor market.
With businesses competing for fewer workers, we’ve seen
rising wages especially for workers on the lower end of the
income distribution. As we show in Exhibit 7, however, we
expect the rate of wage increases to slow as economic growth
also slows. Even in real terms, after accounting for infla-

tion, wages have increased faster than they did before the
pandemic. In other words, workers are better off because, on
average, their wages have increased by more than the prices
of goods and services they consume. Given that wages have
gone up, we would expect the higher compensation to pull
workers back into the labor force and to incentivize more
workers to accept multiple jobs. But economics also tells
us that workers value leisure, and once they have met their
basic needs, they are more willing to trade labor for leisure.
Our hypothesis is that one reason for the worker shortage
is that people are better off and therefore either don’t need
to work anymore or they don’t need to work multiple jobs.
Another reason is that we have seen a large shift in the sectors
and locations experiencing higher demand. It takes time for
former leisure and hospitality workers to become warehouse
and logistics workers, and it takes time for workers to move
from downtown areas, where labor demand is still down, to
areas with booming labor demand.

Exhibit 7: Real wages since 2016, indexed to 2016Q1 = 100, nominal wages adjusted for CPI
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Source: UCLA Anderson Forecast and Oxford Economics

4. Leo Feler, “From sizzling to ho-hum: a slower economic rebound as consumers adjust to a continuing pandemic,” UCLA Anderson Forecast,
September 23, 2021.
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First, much of the recent increase in inflation has to do with
higher oil prices as demand for oil has recovered faster
than supply. Back in the early days of the pandemic, the
precipitous drop in oil prices wiped out many U.S. shale
oil producers. Recall that oil prices briefly went negative
in April 2020, meaning that oil producers, running out of
storage capacity, had to pay for refineries to take their oil.
In fact, 2020 was one of the worst years in the past 30 years
for North American oil and gas producers, with a record
amount of bankruptcy debt and the second highest number
of oil and gas companies declaring bankruptcy.6 The US is
currently producing about 2 million barrels of oil less than
it did at the end of 2019.7 It’s not surprising that as demand
has recovered, but supply has not, oil prices have climbed.
But with oil above $60 per barrel, it becomes profitable for
oil and gas companies to invest in new wells to increase
supply.8 We therefore forecast that supply will start catching
up, meaning that prices for oil will come down and act as a
deflationary force against the inflation we’re experiencing
in other goods and services. See Exhibit 8.

Sustained higher inflation: “transitory”
has itself become transitory
As recently as March of this year, we and many others had
forecasted that inflation would come down to slightly above
2% at an annual rate by the end of the year.5 We’re still far
above 2%. Over the last three months, inflation as measured
by the CPI has averaged 6.8% at an annual rate. There was
never much doubt that we would experience higher yearover-year inflation this year. The comparison to this time last
year, when prices were still suppressed, would mechanically
make year-over-year comparisons much higher. But what
has been surprising is that even as prices for services have
recovered, inflation remains high and has now become broad
based, affecting almost every sector of the economy.
The key question is whether we will continue to experience
higher inflation, with prices continuing to increase. We don’t
think this will be the case.

Exhibit 8: Price of Oil, West Texas Intermediate, $ per Barrel
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Source: UCLA Anderson Forecast and Oxford Economics

5. See Blue Chip Economic Indicators, Vol. 46, No. 3, March 12, 2021.
6. Andrew Fawthrop, “North America hit record bankruptcy debt across oil and gas sectors in 2020,” NS Energy, January 26, 2021, available at:
https://www.nsenergybusiness.com/features/oil-gas-bankruptcy-2020-north-america/.
7. U.S. Energy Information Administration, “Monthly Crude Oil and Natural Gas Production, Crude Oil,” Release date: November 30, 2021, available at: https://www.eia.gov/petroleum/production/.
8. Statista, “Average WTI price needed for U.S. oil and gas producers to stay profitable by well status in selected U.S. oilfields as of 2021,” August 19,
2021, available at: https://www.statista.com/statistics/748207/breakeven-prices-for-us-oil-producers-by-oilfield/.

UCLA Anderson Forecast, December 2021

Nation–19

WITH THE OMICRON VARIANT, AN UNCERTAIN RECOVERY AND
THE POTENTIAL FOR SLOWER GROWTH AND HIGHER INFLATION
Second, some of the goods and services where we experienced the largest increases in inflation, for example, used
car prices, have seen prices stabilize or decline. The supply
constraints that led to rising goods prices have started to
ease. The catch-up for in-person services prices appear to
have run their course. This doesn’t mean that prices will
necessarily come down, just that they’ll stop increasing at
the rate they have over the past year.

home values have been going up, homeowners are likely
to report that they could rent their homes for more money.
But in actuality, given that mortgage rates went down and
homeowners had the opportunity to refinance mortgages at
lower rates since the start of the pandemic, their housing
costs likely went down, not up. This is a quirk in how we
measure inflation. For the majority of the population, the
largest single component, housing, is a hypothetical measure
of what people would pay for renting their home, not what
they actually pay.

The one area where we’re likely to experience continued
inflation is in “shelter” costs, which are rents and “owner
equivalent rents”. Even as home prices are increasing at a
slower rate than earlier in the year, they will factor into the
consumer price index with a lag. Thus, the inflation we’re
measuring today reflects increases in housing prices that
have already occurred several months ago. Moreover, some
of this increase isn’t what consumers actually experience.
The consumer price index asks homeowners, which are 65%
of all households,9 what the equivalent rent of their home
would be if, hypothetically, they were to rent it out. Because

With these caveats, our forecast for inflation, as measured
by the CPI, is 5.8% year-over-year for Q4 2021, 5.4% for
Q1 2022, 4.6% for Q2 2022, 3.7% for Q3 2022, and 3.4%
for Q4 2022. By Q4 2023, we expect year-over-year inflation of 2.8%. Excluding food and energy, these numbers are
4.6% year-over-year for Q4 2021, 5.3% for Q1 2022, 4.2%
for Q2 2022, 3.7% for Q3 2022, and 3.5% for Q4 2022. By
Q4 2023, we expect year-over-year CPI inflation, excluding
food and energy, of 2.8%. See Exhibit 9.

Exhibit 9: CPI Year-Over-Year Inflation
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9. U.S. Census Bureau, “Quarterly Residential Vacancies and Homeownership, Third Quarter 2021,” Release date: November 2, 2021, available at:
https://www.census.gov/housing/hvs/files/currenthvspress.pdf.
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When we consider Personal Consumption Expenditure
(PCE) inflation, which is what the Federal Reserve targets,
our forecast is that year-over-year PCE inflation will be
4.8% in Q4 2021, 3.2% in Q4 2022, and 2.8% in Q4 2023.
Excluding food and energy, these numbers are 4.2% in Q4
2021, 3.1% in Q4 2022, and 2.7% in Q4 2023, which is still
above the Federal Reserve’s target of 2%. See Exhibit 10.

oil and services begin to recover as Omicron fades, that will
contribute to inflation later on. In the near term, Omicron
might also lead to greater demand for goods versus services
as consumers shy away from in-person interactions, and it
might reduce production as countries in Asia with COVIDzero policies shutter factories and ports, as they did during
the Delta wave. This would exacerbate supply constraints,
supply chain congestions, and goods price inflation. Overall,
we think that an Omicron wave will keep inflation higher for
longer by preventing a faster return to pre-pandemic trends
of consumption and production.

To the extent that Omicron might affect inflation, we think it
will have countervailing effects. Reduced demand for travel
and services in the near-term will suppress oil and services
prices, which will present a deflationary drag now. But once
Exhibit 10: PCE Year-Over-Year Inflation
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Source: UCLA Anderson Forecast and Oxford Economics
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When doves cry: the Fed
turns hawkish10
In several speeches, Federal Reserve officials have signaled
that they are concerned about rising inflation and favor a
faster pace of tapering.11 We have adjusted our forecast to
assume that tapering of asset purchases ends in Q1 2022. We
also assume that the Federal Reserve will begin increasing
rates toward the end of Q2 2022, as we show in Exhibit 11.
We have not modeled any effect of Omicron on the Fed’s
rate decision. Our view is that there is enough liquidity and
that monetary policy is already sufficiently accommodative
to help the economy weather a potential Omicron wave that
modestly slows the rate of GDP growth. If an Omicron wave
causes a sharper drop in demand than we have forecasted,
the Fed may extend tapering and delay raising rates, but it
is too soon to tell whether that is likely to be the case.

We agree with a faster tapering and earlier rate liftoff. With
rising inflation, real rates have continued to decline and
financial conditions have become more accommodative,
despite a recovering economy and labor market. The risk
is that the longer the Fed waits, the more difficult it might
become to bring inflation down to its 2% target. Right now,
the rate adjustments might be relatively minor to get inflation back to 2%. If the Fed waits, it might need to raise
rates higher and faster, which might lead to more economic
pain—higher unemployment and lower output. In our forecasts, economic growth remains robust and the labor market
continues to recover at a rapid pace despite a faster tapering
and earlier rate liftoff. Nonetheless, in our modeling, our
current assumptions about the Fed’s asset purchases and
rate decisions do not bring inflation down to the Fed’s 2%
target by the end of 2023.

Exhibit 11: Interest Rates and Yields

Forecast
4.0
3.5
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3.0
10Y Treasury Yield

2.5
2.0
1.5
1.0
0.4

0.5
0.0
2016
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2019
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2021

2022

0.6

0.9

2Y Treasury Yield
Fed Funds Rate

2023

Source: UCLA Anderson Forecast and Oxford Economics

10. Credit for this pun goes to Kate Davidson, “When doves cry: Hawkish Powell opens door to tighter policy,” Politico, December 1, 2021, available
at: https://www.politico.com/newsletters/morning-money/2021/12/01/when-doves-cry-hawkish-powell-opens-door-to-tighter-policy-799202.
11. See, for example, Jonnelle Marte, “Fed’s Daly says she is open to accelerating pace of bond taper,” Reuters, November 24, 2021, available at:
https://www.reuters.com/business/finance/feds-daly-says-she-is-open-speeding-up-taper-based-economic-data-2021-11-24/ and Jeanna Smialek and
Alan Rappeport, “Watching inflation like a hawk, the Fed might cut economic aid faster,” New York Times, November 30, 2021, available at: https://
www.nytimes.com/2021/11/30/business/powell-bond-buying-taper.html.
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increasing by 5.6% year-over-year by Q4 2022 and by 4.8%
year-over-year by Q4 2023.

Implications for housing and
automobiles
Over the past year, home prices have increased at their fastest rate in over 40 years: 13.6% year-over-year in Q4 2021.
See Exhibit 12. We don’t expect this rate of home price
appreciation to continue. Already, home price appreciation
has started to slow, and will likely slow further as mortgage
rates rise. Too many potential buyers are being priced out of
the market, which is reducing demand to match the reduced
supply of homes for sale. Our expectation is that home price
appreciation will decelerate further so that home prices are

With sustained higher home prices, we would expect a
higher rate of home construction. Our forecast is for about
1.6 million new housing units per year through the end of
2023. See Exhibit 13. This is higher than the rate of home
construction right before the pandemic, but far below the
rate of home construction in the late 1990s and early 2000s.
It has become more difficult and expensive to build new
homes, so it is unlikely that supply will increase to a level
where home price appreciation falls below 4% per year.

Exhibit 12: Home Price Appreciation, Year-Over-Year % Change in FHFA Home Price Index, All Transactions
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Source: UCLA Anderson Forecast and Oxford Economics

Exhibit 13: Housing Starts, in Thousands, Annual Rate
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For automobiles, we’re expecting a strong recovery in
vehicle sales as chip shortages ease and as auto manufacturing ramps back up. Several automakers, including Ford,
GM, Toyota, and Volkswagen, have signaled that supply
constraints have lessened over the past few months and that
they have been able to expand production.12 Our expectation
is that supply constraints will continue to ease and that auto
sales will rebound to pre-pandemic levels by the end of 2022
and remain at approximately pre-pandemic levels through
the end of our forecast period. See Exhibit 14.

Musings on consumer sentiment,
inflation, and corporate profits
Despite what has been a strong year of economic growth
and labor market recovery – one of the fastest we’ve had
in decades – consumers say they are in the doldrums. The
University of Michigan Consumer Sentiment Index is below
the levels of March and April 2020, during the depth of the
pandemic, and at one of the lowest levels in the past 20

Exhibit 14: Light Vehicle Sales (Autos and Trucks), Annual Rate
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Source: UCLA Anderson Forecast and Oxford Economics
Exhibit 15: Consumer Sentiment Index

Source: University of Michigan, Surveys of Consumers, October 2021, available at: https://data.sca.isr.umich.edu/fetchdoc.php?docid=68530
12. See Joe Hernandez, “Toyota to ramp up production after cutbacks driven by the COVID-19 pandemic,” NPR, November 12, 2021, available at:
https://www.npr.org/2021/11/12/1055014823/toyota-to-ramp-up-production-after-cutbacks-driven-by-the-covid-19-pandemic and Christoph Rauwald
and Tara Patel, “VW, Stellantis Chime Into Chip Optimism with U.S. Peers,” Bloomberg, October 28, 2021, available at: https://www.bloomberg.com/
news/articles/2021-10-28/vw-sticks-to-margin-goal-after-chip-shortage-hits-output.
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Exhibit 16: Corporate Profits, Profit Margin (After Tax) for Non-Financial Business

Source: Bloomberg and Bureau of Economic Analysis

years. See Exhibit 15. Why are consumers saying they are
so pessimistic? Part of the answer is inflation, but part is that
it’s hard to buy big-ticket items right now. Consumers are
saying that this is by far the worst time to buy large household durables, vehicles, or homes than at any other time in
the past decade. Consumers have indicated that they would
rather delay these purchases until availability increases.
In an inflationary spiral, consumers accelerate big-ticket
purchases out of fear that these purchases will become more
expensive if they wait. Right now, consumers are holding
off on big-ticket purchases. This seems to indicate that consumers would rather wait until there’s more availability, as
supply constraints begin to ease, and they are less concerned
about higher prices in the future.

in 2021 than at any time in the last 70 years. See Exhibit
16. We have said in prior forecasts that this is an unequal,
K-shaped recovery, and the fact that large corporations have
done better than at any time in the last 70 years exemplifies
that. This also means that, on average, corporations have
been able to raise prices or become more efficient by more
than enough to offset the higher input and labor costs they
have faced.

A positive but highly uncertain forecast
Overall, our forecast is for continued strong economic
growth and labor market recovery, with a lessening of supply
constraints and inflation. Omicron may temporarily derail
this forecast, but it’s still too soon to tell.

For all of the corporate grumblings about higher input costs
and higher labor costs, corporate profits increased by more
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Table 1: Summary of the UCLA
Anderson Forecast for the Nation

2014

2015

2016

Real GDP

2.3

2.7

1.7

GDP Price Index
Consumer Price Index (CPI)
CPI Excluding Food and
Pers. Cons. Expenditure (PCE) Index
PCE Index Excl. Food and Energy
Producer Price Index (PPI)

1.9
1.6
1.8
1.5
1.6
1.9

1.0
0.1
1.8
0.2
1.3
‐3.3

1.0
1.3
2.2
1.0
1.6
‐1.0

Fed Funds
90‐day Treasury Bill
10Y Treasury Bond
30Y Treasury Bond
Corp AAA Bond

0.1
0.0
2.5
3.3
3.2

0.1
0.1
2.1
2.8
3.0

0.4
0.3
1.8
2.6
2.7

0.4
‐0.1

Defense Purchases
Current $
Constant $
Other Expenditures
Transfers to Persons
Grants to S&L Govt

‐2.0
‐3.5

‐2.0
‐2.3

3.3
10.0

4.7
7.7

Receipts
Outlays
Surplus or Deficit

17.3
20.2
‐2.9

17.8
20.4
‐2.6

Real GDP
Consumption
Nonres Fixed Investment
Equipment
Intellectual Prop
Structures
Residential Construction
Exports
Imports
Federal Defense Purchases
Federal Non‐Defense Purchases
State & Local Purchases

2.3
2.7
7.2
7.0
4.8
11.0
3.8
3.9
5.2
‐3.5
‐0.2
0.2

2.7
3.3
2.3
3.0
3.8
‐0.9
10.2
0.3
5.2
‐2.3
3.0
2.7

16,932
16,846
86

17,390
17,253
138

Real GDP
Final Sales
Inventory Change
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2017

2018
2019
2020
GDP (% Change)
2.3
2.9
2.3
‐3.4
Price Indices (% Change)
1.9
2.4
1.8
1.3
2.1
2.4
1.8
1.2
1.8
2.1
2.2
1.7
1.8
2.1
1.5
1.2
1.7
2.0
1.7
1.4
3.2
3.1
0.8
‐1.3
Interest Rates (%)
1.0
1.8
2.2
0.4
0.9
2.0
2.1
0.4
2.3
2.9
2.1
0.9
2.9
3.1
2.6
1.6
3.0
3.5
2.8
1.7
Federal Fiscal Policy (% Change)

2021

2022

2023

5.6

4.2

2.7

3.9
4.4
3.5
3.7
3.2
8.7

4.3
4.3
4.2
3.7
3.6
7.9

3.1
3.1
3.0
3.1
2.9
3.3

0.1
0.0
1.5
2.1
1.9

0.3
0.3
2.1
2.7
2.4

0.8
0.8
2.5
3.1
3.2

1.1
‐2.4

2.1
‐1.4

3.5
‐0.3

2.8
3.7
4.7
5.8
45.1
7.5
4.4
0.7
3.9
4.6
44.5
24.4
As Shares of GDP (%) Unified Budget Basis, Fiscal Year
17.7
17.3
16.6
16.3
16.0
18.1
20.6
20.8
20.5
20.8
28.5
31.9
‐2.9
‐3.5
‐3.9
‐4.5
‐12.5
‐13.8
Details of Real GDP (% Change)
1.7
2.3
2.9
2.3
‐3.4
5.6
2.5
2.4
2.9
2.2
‐3.8
8.2
0.9
4.1
6.4
4.3
‐5.3
7.5
‐1.8
2.8
6.4
3.3
‐8.3
13.0
8.8
5.7
8.1
7.2
2.8
10.4
‐4.3
4.2
4.0
2.1
‐12.5
‐7.9
6.6
4.0
‐0.6
‐0.9
6.8
8.7
0.4
4.1
2.8
‐0.1
‐13.6
3.7
1.5
4.4
4.1
1.1
‐8.9
13.6
‐0.1
0.3
2.9
4.9
1.9
‐2.4
1.2
‐1.6
1.9
1.4
9.5
4.4
2.7
0.3
0.4
1.2
0.4
1.8
Billions of 2012 Dollars
17,680 18,079 18,607 19,033 18,385 19,421
17,645 18,045 18,541 18,958 18,427 19,476
36
34
66
75
‐42
‐55

‐23.8
‐17.8

4.9
12.5

16.6
23.1
‐6.5

16.3
21.5
‐5.1

4.2
4.0
4.7
3.4
8.1
2.1
‐2.6
7.9
4.5
‐1.4
‐1.7
2.0

2.7
2.3
5.4
6.3
6.1
8.5
0.3
6.8
5.7
‐0.3
1.9
1.0

20,227
20,135
92

20,776
20,712
65

2.2
0.3

6.0
2.9

6.7
4.9

2.9
1.9
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Table 2: Summary of the UCLA
Anderson Forecast for the Nation

2014

2015

Industrial Production (% Ch.)
Capacity Utilization (%)
Real Bus. Invest. (% of GDP)

3.0
78.7
14.0

‐1.4
77.0
13.9

146.3
138.9
6.2
33.7
62.9
20.59

148.8
141.8
5.3
33.7
62.7
21.02

2.1
0.6
2.8
1.7
‐7.5
93.3

2.1
1.0
2.4
‐0.8
‐16.6
48.7

5.1
7.9
207.1

5.2
4.6
221.4

5.4
3.8
2.7
7.1

4.2
4.0
3.3
7.5

1.000
0.440
4.333
16.5

1.107
0.503
4.623
17.5

‐2.1
‐3.4
2.3

‐2.2
‐4.2
10.9

Total Nonfarm Emp. (mil)
Nonfarm Payroll Emp. (mil)
Unemployment Rate (%)
Avg. Hours of Work per Week
Participation Rate (%)
Avg. Hourly Wage, Prod & Non‐sup. Emp.
Nonfarm Business Sector
Total Compensation (Emp. Cost Index)
Productivity
Unit Labor Costs
Unit Total Costs
World Food Price Index
WTI Crude Oil Price ($/barrel)
Housing
FHFA Home Price Index, All Trans.
Case‐Shiller Home Price Index, Comp‐10
Median sales price existing SF homes
Disposable Income
Real Disposable Income
Real Consumption
Savings Rate (%)
Housing Starts (mil)
Home sales, SF new (mil)
Home sales, SF existing (mil)
Auto & Light Truck Sales (mil)
Current Account Bal. of Payments (% GDP)
Trade Balance (% GDP)
Real Effective Exchange Rate (% Ch.)
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2016
2017
2018
2019
2020
2021
Industrial Production and Resource Utilization
‐2.2
1.3
3.2
‐0.8
‐7.2
5.3
75.2
76.5
79.2
77.4
71.6
75.8
13.8
14.1
14.5
14.8
14.5
14.8
Labor Markets
151.4
153.3
155.8
157.5
147.8
152.5
144.3
146.6
148.9
150.9
142.3
146.2
4.9
4.4
3.9
3.7
8.1
5.4
33.6
33.6
33.7
33.6
33.9
34.2
62.8
62.9
62.9
63.1
61.7
61.6
21.54
22.05
22.70
23.51
24.68
25.79
Factors Related to Inflation (% Ch.)
2.2
‐0.1
1.2
‐0.6
1.3
43.2

2.4
1.0
2.8
4.5
0.6
50.9

2.8
1.3
2.2
2.5
0.3
64.8

2.7
1.1
2.5
2.1
‐3.8
57.0

2.6
3.0
4.6
4.4
6.3
39.3

5.3
5.5
5.6
4.6
5.1
4.4
5.3
5.4
2.0
5.0
233.6
247.5
259.5
272.3
298.7
Income, Consumption, and Saving (% Ch.)
2.9
4.7
5.6
3.8
7.5
1.8
2.8
3.4
2.3
6.2
2.5
2.4
2.9
2.2
‐3.8
7.0
7.3
7.6
7.6
16.4
Housing and Atomobiles
1.177
1.205
1.247
1.292
1.397
0.561
0.616
0.614
0.683
0.828
4.822
4.904
4.736
4.749
5.076
17.5
17.2
17.3
17.1
14.6
Trade
‐2.1
‐1.9
‐2.1
‐2.2
‐3.0
‐4.3
‐4.4
‐4.6
‐4.8
‐5.1
4.1
‐0.3
‐1.0
2.9
1.4

2022

2023

3.2
79.0
14.9

3.0
80.9
15.2

157.2
151.0
3.5
34.1
61.9
26.95

159.4
153.0
3.4
34.0
62.4
27.91

3.3
2.3
3.4
4.5
28.5
67.8

4.0
1.0
4.1
1.6
‐2.4
59.2

3.9
1.3
3.0
2.5
‐5.1
56.5

11.9
16.4
351.4

8.3
9.7
381.5

5.1
3.5
384.9

5.8
2.1
8.2
11.8

1.1
‐2.5
4.0
6.3

5.2
2.0
2.3
6.0

1.587
0.783
5.367
15.2

1.603
0.781
5.408
16.0

1.580
0.790
5.396
17.2

‐3.6
‐6.6
‐2.3

‐3.2
‐6.3
3.2

‐3.3
‐6.3
‐0.9
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Table 3: Summary of the UCLA
Anderson Forecast for the Nation
Real GDP YOY
Real GDP QOQ Annualized
GDP Price Index
Consumer Price Index (CPI)
CPI Excluding Food and
Pers. Cons. Expenditure (PCE) Index
PCE Index Excl. Food and Energy
Producer Price Index (PPI)
Fed Funds
90‐day Treasury Bill
10Y Treasury Bond
30Y Treasury Bond
Corp AAA Bond
Defense Purchases
Current $
Constant $
Other Expenditures
Transfers to Persons
Grants to S&L Govt

2021 Q1 2021 Q2 2021 Q3 2021 Q4 2022 Q1 2022 Q2 2022 Q3 2022 Q4 2023 Q1 2023 Q2 2023 Q3 2023 Q4
GDP (% Change)
0.5
12.2
4.9
5.5
4.5
4.0
4.6
3.5
3.4
2.9
2.3
2.3
6.3
6.7
2.0
6.9
2.6
4.5
4.6
2.4
2.4
2.2
2.3
2.3
Price Indices (% Change QOQ Annualized)
4.3
6.1
5.7
3.7
5.1
2.7
4.2
3.3
3.1
2.8
2.7
2.7
3.7
8.4
6.6
4.3
2.4
5.0
3.2
3.0
3.4
2.9
2.5
2.5
1.2
8.1
5.3
4.0
3.8
3.7
3.4
3.2
3.2
2.7
2.5
2.7
3.8
6.5
5.3
3.6
1.9
4.5
3.5
3.0
3.3
3.0
2.4
2.4
2.7
6.1
4.5
3.5
3.2
3.2
3.1
2.9
2.9
2.8
2.6
2.5
14.1
11.6
11.9
11.8
7.5
5.1
4.1
3.5
3.0
2.9
2.7
2.7
Interest Rates (%)
0.1
0.1
0.1
0.1
0.1
0.1
0.4
0.4
0.6
0.6
0.9
0.9
0.1
0.0
0.0
0.1
0.1
0.1
0.4
0.4
0.7
0.7
0.9
0.9
1.3
1.6
1.3
1.6
1.8
2.0
2.2
2.4
2.5
2.5
2.6
2.6
2.0
2.3
1.9
2.3
2.5
2.7
2.9
2.9
3.0
3.0
3.1
3.1
1.8
2.1
1.8
1.9
2.0
2.3
2.6
2.8
3.0
3.1
3.3
3.4
Federal Fiscal Policy (% Change QOQ Annualized)
‐3.4
‐8.1

1.5
‐2.9

0.1
‐4.6

917.5
22.4

‐80.4
1802.7

‐24.7
‐82.4

Receipts
Outlays
Surplus or Deficit

16.7
36.2
‐19.5

19.3
31.3
‐12.0

18.1
30.5
‐12.4

Real GDP
Consumption
Nonres Fixed Investment
Equipment
Intellectual Prop
Structures
Residential Construction
Exports
Imports
Federal Defense Purchases
Federal Non‐Defense Purchases
State & Local Purchases

6.3
11.4
12.9
14.1
15.6
5.4
13.3
‐2.9
9.3
‐8.1
61.5
2.5

6.7
12.0
9.2
12.2
12.5
‐3.0
‐11.7
7.6
7.1
‐2.9
‐14.4
3.2

2.0
1.6
1.8
‐3.2
12.2
‐7.2
‐7.7
‐2.5
6.1
‐4.6
‐13.7
6.8

19,056
19,144
‐88

19,368
19,537
‐169

19,465
19,543
‐78

Real GDP (SAAR)
Final Sales (SAAR)
Inventory Change (SAAR)
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‐3.3
‐3.8

4.5
0.4

4.6
0.4

3.4
‐0.6

3.5
‐0.5

3.5
‐0.3

3.5
‐0.2

3.4
‐0.2

3.6
0.0

‐25.6
‐13.6
‐10.8
‐1.6
8.6
7.1
‐44.6
‐16.7
10.2
8.4
8.3
15.2
As Shares of GDP (%) Unified Budget Basis, Fiscal Year
18.2
17.7
16.4
16.2
16.2
16.2
29.7
26.2
23.2
21.7
21.3
21.3
‐11.5
‐8.5
‐6.7
‐5.5
‐5.1
‐5.0
Details of Real GDP (% Change QOQ Annualized)
6.9
2.6
4.5
4.6
2.4
2.4
7.9
2.2
2.2
4.3
2.0
2.0
4.9
1.6
8.2
5.8
5.2
5.3
4.1
0.1
7.3
4.7
5.3
6.2
8.3
7.4
6.9
6.2
6.0
6.0
‐0.2
‐1.3
11.2
9.1
8.5
8.0
‐5.5
3.5
‐1.9
‐2.3
‐0.2
0.3
1.9
13.5
13.5
9.6
6.7
5.7
8.6
0.7
2.9
5.1
6.5
5.9
‐3.8
0.4
0.4
‐0.6
‐0.5
‐0.3
1.3
0.8
2.3
1.3
1.3
2.7
1.1
1.3
1.4
1.0
0.9
0.9
Billions of 2012 Dollars
19,795 19,920 20,139 20,365 20,484 20,604
19,679 19,761 20,070 20,295 20,415 20,534
116
159
69
70
70
70

7.0
14.4

6.3
15.4

6.4
13.7

16.3
21.3
‐5.0

16.4
21.5
‐5.2

16.5
21.7
‐5.3

2.2
2.0
4.8
6.6
6.0
7.4
1.5
6.2
6.5
‐0.2
2.4
1.0

2.3
2.1
4.9
7.8
6.0
9.3
1.8
5.0
5.4
‐0.2
1.1
1.0

2.3
1.9
4.8
7.2
6.0
8.4
2.2
4.9
5.1
0.0
1.0
0.7

20,716
20,651
65

20,834
20,772
62

20,951
20,889
62
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Table 4: Summary of the UCLA
Anderson Forecast for the Nation
Industrial Production (% Ch. QOQ Ann.)
Capacity Utilization (%)
Real Bus. Invest. (% of GDP)
Total Nonfarm Emp. (mil)
Nonfarm Payroll Emp. (mil)
Unemployment Rate (%)
Avg. Hours of Work per Week
Participation Rate (%)
Avg. Hourly Wage, Prod & Non‐sup. Emp.
Nonfarm Business Sector
Total Compensation (Emp. Cost Index)
Productivity
Unit Labor Costs
Unit Total Costs
World Food Price Index
WTI Crude Oil Price ($/barrel)
Housing
FHFA Home Price Index, All Trans.
Case‐Shiller Home Price Index, Comp‐10
Median sales price existing SF homes
Disposable Income
Real Disposable Income
Real Consumption
Savings Rate (%)
Housing Starts (mil)
Home sales, SF new (mil)
Home sales, SF existing (mil)
Auto & Light Truck Sales (mil)
Current Account Bal. of Payments (% GDP)
Trade Balance (% GDP)
Real Eff. Exchange Rate (% Ch. QOQ Ann.)
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2021 Q1 2021 Q2 2021 Q3 2021 Q4 2022 Q1 2022 Q2 2022 Q3 2022 Q4 2023 Q1 2023 Q2 2023 Q3 2023 Q4
Industrial Production and Resource Utilization
4.0
6.2
4.3
0.7
4.1
2.8
3.3
2.9
2.9
2.9
3.3
3.5
74.2
75.2
75.9
77.7
78.0
78.6
79.4
80.1
80.6
80.8
81.1
81.2
14.7
14.8
14.8
14.8
14.7
14.8
14.9
15.0
15.1
15.2
15.3
15.4
Labor Markets
150.4
151.5
153.2
154.9
156.0
157.0
157.6
158.2
158.8
159.2
159.6
159.8
143.4
145.1
147.4
149.0
150.0
150.8
151.3
151.9
152.5
152.9
153.2
153.4
6.2
5.9
5.1
4.2
3.7
3.5
3.4
3.4
3.4
3.4
3.4
3.5
34.3
34.2
34.2
34.2
34.1
34.1
34.1
34.1
34.0
34.0
34.0
34.0
61.4
61.6
61.7
61.7
61.8
61.9
62.0
62.1
62.3
62.4
62.4
62.4
25.2
25.6
26.0
26.4
26.6
26.8
27.1
27.3
27.6
27.8
28.0
28.3
Factors Related to Inflation (% Ch. QOQ Annualized)
3.7
4.6
0.9
9.9
59.9
57.8

2.8
3.7
1.7
2.3
32.3
66.1

5.4
‐2.4
8.2
3.5
‐6.8
70.6

9.1
17.4
318.2

21.2
21.3
357.7

17.2
19.0
363.7

60.6
54.7
11.4
20.5

‐25.7
‐30.3
12.0
10.5

399.8
896.3
5583.3
4.2

397.1
737.3
5113.3
4.3

‐3.4
‐6.4
‐5.8

‐3.3
‐6.4
5.4

3.8
2.3
5.2
0.8
‐8.2
76.6

3.5
‐0.5
4.4
1.7
‐4.4
63.6

4.4
2.0
2.4
1.0
0.7
62.4

4.0
2.8
1.6
0.9
‐2.4
55.9

3.9
0.8
3.8
3.0
‐5.4
55.0

4.1
0.7
3.9
3.2
‐5.3
56.5

3.8
1.2
3.0
3.1
‐6.0
57.0

3.6
1.4
2.5
2.1
‐6.1
56.5

3.3
1.7
1.7
1.9
‐9.5
56.0

7.4
6.4
5.6
5.4
5.3
5.0
13.2
9.5
4.0
3.5
3.7
3.5
365.9
362.9
394.0
389.9
378.9
366.7
Income, Consumption, and Saving (% Ch. QOQ Annualized)
‐0.6
4.5
2.6
3.7
5.0
5.9
5.5
‐5.6
0.9
0.7
‐0.7
1.5
2.9
2.1
1.6
7.9
2.2
2.2
4.3
2.0
2.0
8.9
7.4
7.0
6.3
5.7
5.9
5.9
Housing and Atomobiles
391.4
398.8
401.5
402.0
400.8
399.1
397.8
738.0
758.4
768.9
777.4
786.4
790.8
790.9
5356.7 5415.9 5406.8 5401.7 5409.0 5414.3 5406.7
3.4
3.4
3.7
4.0
4.1
4.2
4.3
Trade
‐3.7
‐3.8
‐3.4
‐3.3
‐3.1
‐3.2
‐3.2
‐6.7
‐7.0
‐6.6
‐6.3
‐6.1
‐6.2
‐6.2
8.3
5.7
0.7
2.7
2.4
‐2.0
‐1.5

5.0
3.4
397.4

4.7
3.6
393.4

4.5
2.8
382.0

5.0
1.9
2.0
5.9

4.9
2.5
2.1
6.0

4.4
2.0
1.9
6.0

395.5
789.0
5393.5
4.3

393.7
788.4
5390.2
4.3

393.0
789.8
5392.4
4.3

‐3.3
‐6.3
‐2.4

‐3.3
‐6.4
0.0

‐3.4
‐6.4
‐2.9
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Introduction

Sectoral employment retrospective

The Delta Surge of 2021 is waning but a new winter surge,
Delta 2.0 is beginning to appear. Though economic activity
continues to pick up, Delta 2.0, not assumed in our previous forecast, will have a dampening effect on the rate of
growth and time to recovery. As with our forecast for the
U.S. the outlook for California is for continued, but slightly
slower growth. In and among the discussion of Delta has
been a narrative about people fleeing the Golden State. To
be sure some have, but the net has been relatively small as
evidenced by home prices at record levels and rental rates
rapidly pushing upwards. But that is not the entire story of
migration. There are also those that might have moved to
California but for high housing costs. The 2020 census is in,
and those domestic migrants (including some Californians)
ended up in Texas, Arizona, Utah, Nevada and elsewhere.
In this California report we investigate the impact of this
diversion of domestic migration from the state on the relative cost of housing and find that the equilibration process
predicted by economic theory is at work. California housing is not becoming more “affordable” but it is becoming
relatively more affordable.

Job loss in California attributable to the pandemic has been
concentrated in sectors where a high degree of human contact is an important part of the production of the services
provided. Although most health care restrictions have been
eliminated, it is still the case that the job deficit relative to
February 2020 remains in three sectors; leisure and hospitality, education and other services (Chart 1). As of October,
the reduction in payroll employment in these sectors was
equal to 90% of the total net job deficit. The remaining job
loss is spread widely over a number of sectors and is offset
somewhat by the 70K net new payroll jobs in logistics and
professional, scientific and technical services. As was discussed in the section on non-pharmaceutical interventions
and economic performance in a recent California report,1 the
opening of the economy does not necessarily mean a return
to normalcy. Even when there are few, if any, restrictions
on businesses and individuals, elevated risk and a continued
fear of infection dampens consumer demand and labor supply. This has been true during the Delta surge and with what
now appears to be a new winter wave of infections, ought
to dampen the rate of recovery from what we expected in
our September 2021 forecast.

The California report begins with a sectoral retrospective
as the basis for the forecast for the next two years. This is
followed by an analysis of relative affordability of homes
in the state and find that over the past four years, relative affordability has in fact improved. We conclude with a section
on the California forecast co-authored with my colleague
Dr. Leila Bengali.

While the easing of restrictions did not result in a complete
return to pre-pandemic employment, leisure and hospitality
and education added by far the greatest number of jobs in the
three months ending last October (Chart 2). After these two
sectors the largest job gains were in administrative services
where temps and consultants live, professional, scientific,

Jerry Nickelsburg, ”Non-pharmaceutical interventions and economic performance revisited.” UCLA Anderson Forecast. June 2021.
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and technical services and information. As the California
economy expands it is increasingly clear that tech will once
again drive growth.

the seasonally adjusted data result in a decline. The opposite
will be true in coming months and the seasonally adjusted
numbers will be higher than expected.

On a regional basis, payroll employment in most of the
state grew faster than the nation for the three months ending
October 2021 (Chart 3). Some of this rebound was fueled
by strength in the tech, housing, and logistics sectors, but
it was also due to the easing of pandemic restrictions and
the beginning of a return to the workplace. Many of these
counties experienced a greater decline in employment relative to the U.S. in the previous year and they are now playing catch-up (Chart 4). The more lackluster growth in the
North Bay and East Bay is a statistical anomaly. In fact, both
gained jobs as their economy expanded. However, autumn is
a time for increased tourism and the slower return of travel
induced by the Delta surge resulted in slower hiring than in
previous years. Because past seasonal patterns had a much
larger increase in employment than experienced this year,

As we move through the balance of the season of Delta,
how this plays out remains an open question. As with any
economic forecast today, an assumption about the pandemic
is required. This is purely an assumption and not a forecast.
Ours’ is that the current surge will abate through the Fall and
a new winter surge, smaller than before, will take its place.
This, along with news reports on break throughs and the
large number of Californians not vaccinated will likely push
a full recovery into the early part of 2023. The implication
of this assumption about the pandemic is that leisure and
hospitality and retail employment will lag due to a slower
return of domestic consumers and international tourists and
the failure of a significant number of small businesses in
these few sectors.

CHANGE IN NO. OF JOBS BY SECTOR
(February 2020 to Sept. 2021)
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Relative Affordability and Migration
California home prices continue to climb, and a lack of
affordability has become increasingly important in both
the policy sphere and for forecasting the Golden State’s
economic growth. Over the past two years median home
prices as reported by the California Association of Realtors
have increased 33.6% to a record high $800K. The S&P Case
Shiller Home Price Index which measures price changes
on same-home sales for San Diego, Los Angeles and San
Francisco increased by 34.9%, 26.1% and 25.9% over the
same period. Soaring home prices and a lack of affordability
are often cited as reasons for net domestic migration out of
California. The open question for the forecast is whether
or not this will accelerate, stabilize or reverse. In this section we examine relative affordability measured through a
comparison of California cities and some selected competitive cities outside the state. Recent data indicate increased
relative affordability even while California becomes more
expensive, but also point to other factors which can reverse
those trends such as the boom in the Bay Area tech sector
from 2012 to 2017. The implication for the forecast is that net
out-migration ought to continue to slow and become less of
a drag on aggregate economic growth. However, the data are
silent on when net out-migration becomes zero or positive.
Before turning to data to answer these questions, it is useful to consider what we mean by affordability. Standard
measures compare the median home price with the median
household’s income. Typically, cities for which these metrics
imply mortgage payments at or below 30% of income are
considered “affordable” and higher than that “unaffordable.”
For households at the median income level in California
purchasing a median home with 20% down ($160K) and a
3.125% 30-year fixed mortgage, the percentage is 44%. But
this threshold is an arbitrary artifact of late 19th Century
housing markets.
A house is more than just a structure; it is also the land on
which that structure sits. Realtors will recite the mantra
“location, location, location,” when referring to the value
of a home because location implies greater or lesser access

2.
3.
4.
5.
6.
7.
8.

to amenities such as beaches, hiking trails, and museums.
So, is California’s 44% metric bad? It is hard to say. But
California’s climate and topography is viewed as valuable
and therefore identical homes in Los Angeles and Houston
ought to be priced differently with the LA homes incorporating a climate and topography premium. When the price
differential is exactly the premium according to household
tastes and preferences, then we would expect net domestic
migration due to home affordability to be zero, all other
things equal.
But all other things are not equal. California used to be the
manufacturing powerhouse of the U.S. with ample middleclass jobs for high-school graduate factory workers. That is
no longer the case. Thus, the changing composition of job
offerings has led to migration, but it is that rather than housing that is the proximate cause of the migration. Unravelling
whether or not the California house price premium is too
high, or whether or not migration is due to the changing
composition of the California economy is tricky. The analysis below is suggestive of the home price premium being an
important, but not exclusive driver of migration.
To understand the dynamics, consider where Californians
are moving. According to local reports the receiving cities
are; Austin, Dallas and Houston Texas2, Las Vegas Nevada3,
Seattle Washington4, Phoenix Arizona5, Boise Idaho 6,and
Atlanta Georgia7. Despite the stream of anecdotes, the numbers are small compared to the 40 million Californians who
did not move out of state. However, the dynamics induced
by the high cost of housing in California do not require a
large number of Californians to move out of state. For example, a household considering Los Angeles or Houston and
choosing Houston based on the cost of housing has the same
qualitative impact on the relative price of housing in the two
cities as the household moving from LA to the Gulf Coast.
Instead of the arbitrary percentage of income, we examine
the relative price of housing by city pair beginning in 1990.
The year 1990 was chosen because the average net domestic
migration between 1985 and 1994 was approximately zero.8
For each of the city pairs discussed below, the 1990 median

https://austin.culturemap.com/news/city-life/10-21-21-austin-among-the-top-texas-cities-californians-are-relocating-to-aus/
https://www.reviewjournal.com/news/news-columns/road-warrior/most-new-nevada-residents-migrating-from-california-data-shows-2332843/
https://www.seattlepi.com/realestate/article/What-to-know-when-moving-to-Seattle-from-15919477.php
https://azbigmedia.com/lifestyle/new-yorkers-californians-flee-to-move-to-arizona/
https://boisedev.com/news/2021/05/06/boise-migration/
https://www.ajc.com/business/for-fleeing-californias-atlanta-top-destination/uGx08Y3VNiQqhshTGcx6AP/
https://dof.ca.gov/Reports/Demographic_Reports/documents/DOMMIG.pdf
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home price in the California city was divided by the 1990
median home price in the paired city to create measures of
the California premium. Home price appreciation over the
31 years between 1990 and 2021 in each city were used to
adjust the premia over time. This then allows us to observe
the relative cost of housing, and infer demand shifts due to
migration. For example, if the median home price in Orange
County were 3 times that of the median home price in Miami
in 1990, and home prices in the two increased by 10% and
20% respectively, then the home price premium for Orange
County would have shrunk with the faster rise in housing
costs in Miami.
Chart 4 plots the Los Angeles premium for each of Phoenix,
Las Vegas and Austin relative to the 1990 premium. For
Austin the premium was inflated during the speculative housing boom of 2004 to 2008, but not for the other two cities.

Chart 4

Texas did not have the same housing bubble as California,
Nevada, and Arizona. Subsequent to the 2008/2009 recession, Las Vegas, struggling with an oversupply of housing,
experienced a greater decline in home prices and this resulted
in a higher L.A. premium. From 2012 forward the premium
declined for each of the cities with it falling from 60% above
the 1990 premium to 25% for Las Vegas; 4% above to 23
percent below the 1990 premium for Phoenix; and 32%
below to 45% below the 1990 premium for Austin. Thus,
Los Angeles has become relatively more affordable over the
last decade as compared to these three competitive cities.
There can be a multitude of explanations for this. Austin
could have become more attractive with additional cultural
amenities and Los Angeles less so, migration due to high
housing costs could have pushed down the premium, and
differential job opportunities that were not present in 1990
would be a few of the explanations.

LOS ANGELES HOUSING PREMIUM
(PERCENT CHANGE RELATIVE TO 1990 PREMIUM)
80%
AUSTIN
60%
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LAS VEGAS

PERCENT
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-60%
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Source: US Census, FHFA, UCLA Anderson Forecast
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Chart 5 is a plot of the home price premium between San
Francisco, and Seattle, Austin and Boise. As with Los Angeles, the premia fluctuate with the fortunes of the cities.
Nevertheless, over the past six years the premium for each
of the paired cities has declined to be less than the 1990
premium. The greatest declines were for Austin and Boise.
Even though homes are still more affordable there than in
the Bay Area, in each the local political establishment and
news media are highlighting the city’s new housing affordability crisis.9 As with Los Angeles, Bay Area housing is
becoming less “affordable” in absolute terms but relatively
more affordable.
Chart 6 is a plot of the home price premium between Silicon
Valley, and Seattle, Austin, Nashville, and Boise. As with Los
Angeles and San Francisco, the premia have declined over
the past six years and are now less than in 1990. And, even
though home prices continue to soar in Santa Clara County,
they are not going up as rapidly as in these competitive cities.
These six cities are properly characterized as up-and-coming
cities; ones that were relatively small until migration over

Chart 5

the last decade created larger, more mature cities. For example, Austin’s population grew by nearly 30% over the last
decade and Phoenix’s population grew by 18%. Charts 7 to
9 show the evolution of California city premia relative to
the more mature cities of Houston, Dallas and Atlanta. For
Dallas and Atlanta the premium over the last decade has been
relatively flat. Though there was an influx of new residents,
home prices were neither increasing faster nor slower than
in California. Houston, a city more heavily dependent on the
vagaries of oil prices on the local economy, is the exception
with a premium in 2021 that is higher than that of a decade
ago. Though this analysis is on a limited number of cities,
it extends to a much greater set of cities. Smaller cities that
have become attractors for migration have experienced a
more rapid increase in home prices than California cities
and are therefore becoming relatively less affordable and
larger more mature cities are experiencing similar housing
price appreciation to their California counterparts.
The relative premium analysis above is suggestive of the
equilibration process predicted by economic theory. Cities
that are much more affordable will become relatively less

SAN FRANCISCO HOUSING PREMIUM
(PERCENT CHANGE RELATIVE TO 1990 PREMIUM)
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Source: US Census, FHFA, UCLA Anderson Forecast

9. https://www.texaspolicy.com/multimedia/article/priced-out-austins-growing-affordability-crisis
https://www.ktvb.com/article/news/local/growing-idaho/boise-home-values-go-from-affordable-unattainable-housing-crisis-costs/277-9e81ede2-e5674371-b240-189927e13433
https://www.tennessean.com/story/money/real-estate/2021/06/07/nashville-affordable-housing-task-force-recommendations-costs/7584374002/
https://www.seattletimes.com/opinion/the-magnitude-of-our-housing-shortage-requires-more-action/
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Chart 6
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Chart 7
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Chart 8
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so up until the point where the differential cost of housing
just compensates for the differential lifestyle offered by the
competing municipalities. Charts 10 and 11 illustrate this
point. Chart 10 is a plot of net domestic migration from Los
Angeles to anywhere else in the US and the Los Angeles
home price premium over Phoenix. Though the chart does
not show the migration to Phoenix, it is striking that out
migration from LA and the decline in the premium are corChart 10

related. Chart 11 is a plot of the same two variables for San
Francisco and Seattle. When net domestic migration was
inbound to San Francisco, the premium increased. When it
was outbound, it decreased.
There are two main conclusions from this analysis. First,
while California housing may be becoming less affordable,
it is becoming relatively more affordable due to a shift in

5%

1.2%

0%

1.0%

-5%

0.8%

-10%

0.6%

-15%

0.4%

-20%

0.2%

-25%

2011

2012

2013

2014

2015

2016

LA Premium

2017

2018

2019

2020

Migration % of Population

Premium relative to 1990

Net Domestic Migration from Los Angeles
& LA Home Price Premium Over Phoenix

0.0%

LA Migration

Source: US Census, FHFA, CA Department of Finance, UCLA Anderson Forecast

Chart 11

Net Domestic Migration from San Francisco
& SF Home Price Premium Over Seattle
1.0%
0.8%

20%

0.6%
0.4%

15%

0.2%
10%

0.0%
-0.2%

5%
0%

Migration % of Population

Percentage relative to 1990

25%

-0.4%
2011

2012

2013

2014

2015

2016

SF Premium

2017

2018

2019

2020

-0.6%

SF Migration

Source: US Census, FHFA, CA Department of Finance, UCLA Anderson Forecast

UCLA Anderson Forecast, December 2021

California–51

INEQUALITY, DELTA, AND A SLOWER RECOVERY

the demand for housing to more affordable competing cities. Second, the dynamics are complicated by the type of
opportunities available. When San Francisco was booming
and this was an important center of innovation and wealth
generation, the premium increased. As Seattle and Austin
began to catch up, it decreased. For more mature cities, the
premium seems to have stabilized. Since 1990 was a time
of zero net migration, but stabilization of the premium has
not occurred for many competing cities, we infer that net
domestic migration out of California due to the high cost of
housing will continue for the next few years, the premia will
decline further, and net domestic out-migration is therefore
expected to diminish.

The California Forecast
Jerry Nickelsburg, Director, UCLA Anderson Forecast
Leila Bengali, Economist, UCLA Anderson Forecast
Our discussion of the forecast begins with a new assumption
(not a prediction) about the timing of the pandemic: that
there will be an increase in covid-19 cases this winter in the
state but no new measures to restrict people or businesses.
With this assumption, we expect some labor market headwinds in the state for the end of this year and early into next.
We expect, based on past patterns, that a rise in cases will
curtail economic activity in some sectors due to consumers
pulling back from (or being more wary about returning to)
in-person activities and travel. Job growth will be slower in
sectors with high levels of personal contact and in sectors
that cater to tourists, as we expect few tourists from Asian
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countries and for European tourists to hold off on travel to
the U.S. as cases rise. Another implication of a pullback from
in-person activities is a slower decline in goods purchases.
This will contribute to the high demand in the logistics
industry, and we expect solid growth in this sector as ports
continue to work through backlogs. We have already seen
high demand for goods: taxable sales in the state were much
stronger over the summer than we expected, a trend that we
anticipate will continue.
The timing of our forecast for California is slightly different
from last time, weaker late this year and early next with the
economy picking up in mid-2022. The potential economic
effects arising from the emergence of the omicron variant
are a downside risk to our forecast. The unemployment rate
is expected to reach 7.0% in the fourth quarter of this year,
falling to an annual average of 5.6% in 2022 and 4.4% in
2023. We expect nonfarm payroll job growth for 2021, 2022,
and 2023 to be 1.9%, 4.7%, and 2.5%. Inflation is expected
to be higher than in the past, but largely below inflation in
the U.S.: 4.0%, 4.1%, and 2.9% year-over-year in 2021,
2022, and 2023. Inflation will reduce real personal income
to some degree, though we expect real personal income to
grow faster in California than in the U.S.: 2.6%, -2.2%, and
2.9% in 2021, 2022, and 2023, with the negative number in
2022 a result of government stimulus programs ending. With
the high demand for housing signaled by the rise in house
prices, we expect more construction as supply rises to meet
demand. Permits are expected to be 119.5, 123.7, and 139.7
thousand per year in 2021, 2022, and 2023.
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FORECAST TABLES - SUMMARY

Summary of the UCLA Anderson
Forecast for California by Calendar Year

Personal Income
(Bil. $)
(% Ch.)
Real Personal Income
(Bil. 2012 $)
(% Ch.)
Taxable Sales
(Bil. $)
(% Ch.)
Real Taxable Sales
(Bil. 2012 $)
(% Ch.)
Consumer Prices

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

Personal Income and Taxable Sales
1857.2
1.6

1980.7
6.7

2125.4
7.3

2218.5
4.4

2318.6
4.5

2431.8
4.9

2544.2
4.6

2763.3
8.6

2948.5
6.7

3003.9
1.9

3179.4
5.8

1829.3
0.1

1917.1
4.8

2028.3
5.8

2069.4
2.0

2100.7
1.5

2124.3
1.1

2160.1
1.7

2303.9
6.7

2364.8
2.6

2312.4
-2.2

2378.7
2.9

586.4
5.1

615.4
4.9

638.1
3.7

653.4
2.4

678.1
3.8

708.2
4.4

734.5
3.7

708.5
-3.5

777.9
9.8

808.3
3.9

835.3
3.3

577.6
3.5

595.6
3.1

608.9
2.2

609.6
0.1

614.3
0.8

618.6
0.7

623.5
0.8

590.5
-5.3

623.6
5.6

622.2
-0.2

625.0
0.4

Price Inflation (% Change)
1.8
1.4
2.3
3.0

3.7

2.9

1.8

4.0

4.1

2.9

Employment (% Ch.)
Labor Force (% Ch.)
Unemployment Rate (%)

Employment and Labor Force (Household Survey)
2.1
2.2
2.2
1.8
1.6
1.1
0.4
0.6
0.8
1.0
0.8
0.5
9.0
7.6
6.2
5.5
4.8
4.3

0.6
0.5
4.2

-8.9
-2.8
10.2

3.4
0.6
7.7

3.8
1.4
5.6

2.9
1.6
4.4

Total Nonfarm
Natural Resources & Min.
Construction
Manufacturing
Nondurable Goods
Durable Goods
Tran., Warehousing & Utility.
Trade
Information
Financial Activities
Professional & Bus. Servs.
Educational & Health Servs.
Leisure & Hospitality
Other Services
Federal Government
State and Local Government

Nonfarm Employment (Payroll Survey, % Change)
2.6
2.8
3.0
2.7
2.1
2.1
-0.1
3.3
-9.6
-15.6
-1.9
2.5
8.0
5.8
8.5
5.9
4.5
6.2
0.2
1.4
1.8
0.5
0.2
0.9
0.5
1.2
1.3
0.9
-0.6
-1.1
-0.0
1.6
2.1
0.3
0.7
2.0
3.2
4.1
6.2
6.7
6.3
5.2
1.8
2.1
1.7
0.9
0.5
-0.1
3.1
2.9
5.3
7.8
0.7
2.6
1.2
-0.0
2.5
2.6
1.2
0.7
4.4
3.4
2.6
1.6
2.0
3.4
3.4
3.0
3.6
3.6
3.9
2.7
4.9
4.9
4.1
4.1
2.7
2.0
2.4
3.7
1.6
1.8
1.9
1.4
-1.9
-1.3
0.8
1.3
0.2
-0.7
0.1
2.0
2.2
2.3
1.7
1.3

1.5
0.2
2.9
0.2
-0.4
0.6
5.9
-1.4
3.5
0.4
2.0
3.1
2.2
0.8
0.8
0.6

-7.4
-11.9
-3.5
-4.9
-6.9
-3.9
3.4
-7.8
-6.1
-3.0
-4.6
-2.7
-27.5
-18.0
5.1
-5.2

1.9
-3.8
3.0
-0.1
-0.2
-0.1
5.7
2.6
2.8
-0.5
3.5
1.7
5.8
1.6
-3.0
-2.2

4.7
3.6
1.9
2.1
3.0
1.7
2.7
0.8
8.2
2.2
5.4
3.3
16.9
9.6
-0.2
3.4

2.5
4.0
2.1
1.3
1.5
1.3
1.5
-1.5
5.0
1.7
3.6
1.8
5.4
8.0
0.6
3.4

Total Nonfarm
Natural Resources & Min.
Construction
Manufacturing
Nondurable Goods
Durable Goods
Tran., Warehousing & Utility
Trade
Information
Financial Activities
Professional & Bus. Servs.
Educational & Health Servs.
Leisure & Hospitality
Other Services
Federal Government
State and Local Government
Residential Building Permits (Thous.
Units)
Nonresidential Construction
Value (Mil. 2012 $)
Value (Mil. $)
Auto Registrations (Mil.)
Net Immigration (Thous., Past Year)
Population (Thous.)
(% Ch.)

1.5

Nonfarm Employment (Payroll Survey, Thousands)
15151.1 15575.2 16048.8 16479.0 16827.2 17174.4 17432.3 16138.9 16445.1 17210.5 17639.1
28.3
29.2
26.4
22.3
21.9
22.4
22.5
19.8
19.0
19.7
20.5
637.7
674.6
731.8
775.1
810.1
860.6
885.7
854.3
879.8
896.9
915.4
1262.3 1280.2 1303.3 1310.1 1312.7 1324.1 1326.9 1261.4 1259.7 1286.4 1303.6
470.7
476.2
482.6
487.0
484.2
478.7
476.8
444.0
443.2
456.4
463.1
791.6
804.0
820.7
823.1
828.5
845.4
850.1
817.3
816.5
830.0
840.5
503.7
524.5
557.2
594.4
631.9
664.4
703.9
728.2
769.5
789.9
801.5
2264.1 2310.6 2350.5 2372.4 2383.7 2381.9 2349.1 2166.6 2222.9 2241.7 2207.4
450.2
463.5
488.2
526.4
530.1
543.9
562.7
528.2
543.1
587.4
616.9
783.1
782.8
802.4
822.9
832.7
838.2
841.4
815.9
811.4
829.0
842.8
2348.0 2427.2 2490.4 2531.4 2582.0 2669.5 2722.0 2596.6 2687.8 2833.3 2934.0
2308.7 2378.1 2464.4 2552.0 2650.4 2722.6 2808.2 2731.5 2778.8 2869.4 2921.4
1675.3 1756.7 1828.6 1902.8 1953.9 1993.5 2036.4 1476.7 1562.7 1827.4 1926.1
515.7
534.8
543.4
553.5
563.8
571.9
576.5
473.0
480.4
526.4
568.7
245.6
242.5
244.4
247.5
248.0
246.2
248.1
260.7
252.9
252.5
254.1
2128.4 2170.4 2217.9 2268.2 2305.9 2335.3 2348.8 2226.1 2177.1 2250.4 2326.7
Construction Activity, Auto Registrations, and Population
85.4

85.2

98.2

98.9

112.8

114.3

111.0

100.4

119.5

123.7

139.7

21368.4 21296.7 23982.2 23836.1 24795.7 27921.8 26389.8 18363.6 13978.7 15216.3 17710.6
21687.5 22833.9 26240.0 26135.2 27911.6 31940.8 31406.8 22194.2 17535.7 20369.4 24645.8
1.7
1.8
2.0
2.0
1.9
1.9
1.8
1.4
1.6
1.5
1.6
61.1
59.1
54.0
24.9
15.6
-8.6
-79.8 -128.3 -154.2
-95.6
-12.9
38352.4 38665.4 38966.0 39222.3 39455.5 39641.6 39745.3 39776.7 39765.2 39783.6 39876.7
0.8
0.8
0.8
0.7
0.6
0.5
0.3
0.1
-0.0
0.0
0.2

Source for residential and nonresidential permit and construction data: Construction Industry Research Board (CIRB), a service provided by the
California Homebuilding Foundation (CHF). http://www.cirbreport.org/
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FORECAST TABLES - QUARTERLY SUMMARY

Summary of the UCLA Anderson
Forecast for California by Quarter

Personal Income
(Bil. $, S.A. Annualized)
(% Ch. A. R.)
Real Personal Income
(Bil. 2012 $, S.A. Annualized)
(% Ch. A. R.)
Taxable Sales
(Bil. $, S.A. Annualized)
(% Ch. A. R.)
Real Taxable Sales
(Bil. 2012 $, S.A. Annualized)
(% Ch. A. R.)
Consumer Prices

2021Q3 2021Q4 2022Q1 2022Q2 2022Q3 2022Q4 2023Q1 2023Q2 2023Q3 2023Q4
Personal Income and Taxable Sales
2904.0
-2.1

2917.6
1.9

2944.6
3.8

2976.9
4.5

3022.2
6.2

3072.0
6.8

3114.7
5.7

3157.1
5.6

3201.1
5.7

3244.5
5.5

2306.3
-7.2

2293.7
-2.2

2294.3
0.1

2300.3
1.1

2317.2
3.0

2337.8
3.6

2353.8
2.8

2369.9
2.8

2387.2
3.0

2404.0
2.8

779.7
-1.7

788.9
4.8

793.5
2.4

805.8
6.3

813.2
3.8

820.6
3.7

826.0
2.6

832.8
3.4

838.9
2.9

843.6
2.3

619.2
-6.8

620.2
0.6

618.3
-1.2

622.7
2.9

623.5
0.6

624.5
0.6

624.2
-0.2

625.2
0.6

625.6
0.3

625.1
-0.3

Price Inflation (% Change Annualized Rate)
5.5
4.1
3.7
3.4
3.2
3.1

2.8

2.7

2.6

2.6

2.0
1.8
4.8

3.0
1.6
4.5

2.7
1.4
4.2

1.7
1.2
4.1

2.4
3.9
2.2
1.3
1.6
1.2
2.6
-1.3
4.2
1.7
3.2
2.0
4.7
8.4
0.6
3.2

2.3
5.9
2.1
0.9
1.5
0.6
2.5
-0.7
2.9
1.2
4.5
1.2
2.5
8.1
0.6
3.2

1.5
1.9
1.9
-0.0
-1.2
0.6
2.4
-0.7
3.4
0.9
1.7
1.8
3.2
4.1
0.6
1.4

Employment (% Ch. A. R.)
Labor Force (% Ch. A. R.)
Unemployment Rate (%, S.A.)

Employment and Labor Force (Household Survey)
3.2
3.9
2.4
5.8
4.0
3.1
2.2
1.7
0.6
1.8
1.7
1.6
7.5
7.0
6.6
5.7
5.2
4.8

Total Nonfarm
Natural Resources & Min.
Construction
Manufacturing
Nondurable Goods
Durable Goods
Tran., Warehousing & Utility
Trade
Information
Financial Activities
Professional & Bus. Servs.
Educational & Health Servs.
Leisure & Hospitality
Other Services
Federal Government
State and Local Government

Nonfarm Employment (Payroll Survey, % Change Annualized Rate)
6.9
5.4
2.6
5.7
3.0
2.9
1.5
0.7
17.2
-1.8
3.4
3.6
3.7
4.1
0.1
-1.6
4.5
2.9
3.5
2.8
0.6
1.5
4.3
0.9
2.6
1.2
1.0
1.9
4.6
6.7
1.0
3.0
0.7
2.1
1.6
-0.1
3.0
0.9
2.5
1.4
0.4
2.1
2.0
6.1
2.2
1.7
-0.3
2.0
0.3
1.0
2.7
1.0
0.1
-0.2
-2.3
-2.8
12.1
8.7
3.5
11.3
8.8
7.2
2.2
-1.0
4.7
1.6
3.1
2.3
1.9
1.3
3.9
10.9
2.0
7.2
2.9
5.2
2.1
3.1
2.7
3.4
4.4
1.7
2.6
0.9
39.3
14.2
5.7
20.3
8.8
5.7
2.8
21.2
4.6
4.0
17.2
3.2
6.0
10.5
-2.3
-0.6
0.8
0.4
0.8
0.6
0.6
8.7
2.3
2.0
2.7
4.3
3.8
3.5

Total Nonfarm
Natural Resources & Min.
Construction
Manufacturing
Nondurable Goods
Durable Goods
Tran., Warehousing & Utility
Trade
Information
Financial Activities
Professional & Bus.Servs.
Educational & Health Servs.
Leisure & Hospitality
Other Services
Federal Government
State and Local Government

Nonfarm Employment (Payroll Survey, Thousands, S.A.)
16609.4 16829.6 16937.9 17175.8 17301.7 17426.7 17493.6 17599.5 17698.0 17765.3
18.8
19.6
19.5
19.6
19.8
20.0
20.2
20.4
20.7
20.8
880.5
876.9
886.7
893.1
900.8
907.1
908.3
913.2
917.9
922.2
1261.0 1274.5 1277.4 1285.8 1289.5 1292.7 1298.9 1303.2 1306.2 1306.1
444.5
451.8
452.9
456.2
457.1
459.4
461.2
463.0
464.8
463.4
816.5
822.7
824.6
829.6
832.5
833.2
837.6
840.2
841.5
842.7
770.9
782.4
786.8
790.1
789.4
793.3
794.0
799.1
804.1
808.9
2224.7 2239.3 2245.1 2245.7 2244.4 2231.6 2215.6 2208.5 2204.7 2201.0
550.6
562.2
567.1
582.5
594.8
605.3
608.6
615.0
619.4
624.6
808.5
817.8
821.0
827.3
832.0
835.8
838.5
842.0
844.5
846.4
2693.8 2764.4 2777.8 2826.2 2846.4 2882.8 2897.7 2920.3 2952.9 2965.1
2793.9 2812.3 2835.6 2866.5 2878.6 2896.8 2903.4 2917.5 2925.9 2938.7
1659.9 1715.8 1739.9 1822.2 1860.9 1886.7 1899.9 1921.7 1933.5 1949.0
496.5
502.1
507.0
527.5
531.7
539.5
553.2
564.5
575.6
581.5
251.9
251.5
252.0
252.2
252.7
253.1
253.5
253.9
254.3
254.6
2198.5 2210.9 2222.1 2237.0 2260.7 2282.0 2301.8 2320.2 2338.3 2346.4

Construction Activity, Auto Registrations, and Population
Residential Building Permits (Thous.
104.1
110.7
118.3
120.1
125.9
130.7
136.3
138.3
141.7
142.3
Units, S.A. Annualized)
Nonresidential Construction
Value (Mil. 2012 $, S.A. Annualized)
11426.9 14271.9 14177.7 14937.7 15573.7 16176.2 16765.1 17329.5 18044.0 18703.7
Value (Mil. $, S.A. Annualized)
14630.6 18229.7 18376.4 19819.4 21094.8 22186.9 23129.2 24010.6 25154.6 26288.7
Auto Registrations (Mil., S.A. Annualized)
1.5
1.4
1.4
1.5
1.5
1.5
1.6
1.6
1.6
1.6
Net Immigration (Thous., Past 4 Qtrs.)
-167.6 -141.8 -132.9 -100.1
-83.2
-66.2
-33.4
-16.5
-3.5
1.5
Population (Thous.)
39761.0 39762.0 39764.6 39774.8 39788.7 39806.2 39831.3 39860.1 39891.6 39923.7
(% Ch. A. R.)
-0.1
0.0
0.0
0.1
0.1
0.2
0.3
0.3
0.3
0.3
Source for residential and nonresidential permit and construction data: Construction Industry Research Board (CIRB), a service provided by the
California Homebuilding Foundation (CHF). http://www.cirbreport.org/
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CHARTS – RECENT EVIDENCE

California New Residential Units Authorized By Building Permits
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CHARTS – RECENT EVIDENCE

Real Personal Income California versus U.S.
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CHARTS – FORECAST
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This report presents an analysis of Southern California’s
economy and provides the economic outlook for the region
over the next two years. For this report, the Southern California (SoCal) economy includes 6 counties: Los Angeles,
Orange, San Diego, Riverside, San Bernardino, and Ventura
Counties. Based on our estimation, SoCal’s GDP reached
$1.6 trillion in 2021. This places it as the 13th largest
economy in the world, falling between Australia ($1.62T)
and Brazil ($1.5T).
Of the SoCal counties, L.A. has the largest estimated 2021
GDP1: $815 billion, followed by Orange County: $272 billion, San Diego: $256 billion, The Inland Empire (Riverside
and San Bernardino counties): $211 billion, and Ventura: $56
billion as shown in Figure 1A. In terms of the estimated GDP
per capita in 2021, Orange County has the highest number:
$85,900, followed by L.A.’s $82,000, San Diego’s $76,900,
SoCal’s $73,500, U.S.’s $68,600, Ventura’s $66,200, and The
Inland Empire’s $45,100 as shown in Figure 1B.
SoCal’s economy, in terms of real GDP, has been growing
faster than the nation’s over the past two decades. Figure 2
shows the accumulated real GDP growth in the SoCal region
and the U.S. since 2001. Over this period, The Inland Empire
has had the largest real GDP growth (52%) while Orange
County has the lowest real GDP gains (31%).

Real GDP is not the only variable to measure the state of
the economy. Figure 3 displays the nonfarm payroll jobs in
the SoCal region and the U.S. since 2010. Figure 4 shows
growth rates of population and nonfarm payroll jobs in the
SoCal region and the U.S. from 2010 to 2020. The Inland
Empire is again leading the region in terms of population
and job growth for two main reasons: (1) lower housing cost
and (2) the rise of the warehousing industry in the era of
e-commerce. San Diego and the U.S. have similar job and
population growth. Orange County and the SoCal region as a
whole have similar job growth but a lower rate of population
growth. L.A. and Ventura have the lowest growth of jobs
and population in the region in the past decade.
To look at the job decline and recovery since the COVID
pandemic began, Figure 5 shows the percentage change of
payroll job growth since February 2020 in the SoCal region
and the U.S. The Inland Empire had the fastest recovery. Its
job level is 2.3% below the level in February 2020 followed
by the U.S.’s -2.8%, Orange County’s -5%, Ventura’s -5.6%,
San Diego’s -5.9%, and L.A.’s -7.4%. That is, L.A. County
has the slowest recovery.

1. The estimation is based on the nonfarm payroll data in the regions up to September 2021 and official GDP data up to 2019 from Bureau of Economic Analysis.
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Figure 1A

Figure 1B

Estimated Nominal GDP in the Southern
California Region in 2021

Nominal GDP Per Capita in the Southern
California Region and the U.S. in 2021
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Figure 3

Nonfarm Payroll Jobs Since 2010 in the SoCal Region and the U.S.

Source: Bureau of Labor Statistics

Figure 4

Growth of Nonfarm Payroll Jobs and Population
Between 2010 and 2020 in the SoCal Region and the U.S.
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Figure 5

Percentage Change of Nonfarm Payroll Jobs Since February 2020 in the SoCal Region and the U.S.
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Sector GDP and Jobs
Figure 6 displays the size of local economy in terms of
nominal GDP in 20192 by private sector in six counties of
the SoCal region. The size of the bubble represents the size
of local sector GDP. The six colors represent the six counties.
We can see that the real estate, rental and leasing sector had
the largest GDP in all the counties: in L.A., $157 billion;
Orange, $51 billion; San Diego, $45 billion; San Bernardino,
$22 billion; Riverside, $21 billion; Ventura, $10 billion. As
the global center of the entertainment industry, L.A. has a
prominent information sector: $98 billion. The professional
and business sector is very important in coastal SoCal: L.A.,
$97 billion; Orange, $41 billion; and San Diego, $39 billion.
Figure 7 displays the sector GDP as a percentage of total
GDP in 2019 by region. The largest sector in the SoCal
region and the U.S. is the real estate, rental and leasing
sector. Moreover, the SoCal region had even larger share in
this sector compared to the national average. San Diego and

Orange Counties had a higher share in the high-wage professional and business services while The Inland Empire had a
lower share in this sector compared to the national average.
Figure 8 shows the number of sector jobs in October 2021
in the SoCal region. The health care and social assistance
sector is the largest employer, followed by the leisure and
hospitality sector (including both arts, entertainment, &
recreation and accommodation & food services), the retail
trade sector, the education sector (both public and private),
and the professional and management sector. Figure 9 shows
the percentage change of sector jobs from October 2010
to October 2021 in the SoCal region. The fastest growing
sector by region is the transportation, warehousing and utilities sector in Inland Empire, which increased by a stunning
197% over the past decade due to the rise of e-commerce.
The construction sector is growing rapidly over the past
few years as well because of the housing market boom. The
health care and social assistance sector has a higher rate of
growth compared to most other sectors.

2. The latest official number from the Bureau of Labor Statistics
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Figure 6

Annual Nominal GDP by Private Sector in Six Counties of the SoCal Region in 2019

Source: Bureau of Labor Analysis
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Figure 9

Percentage Change of Nonfarm Payroll Jobs from October 2010 to October 2021 in the SoCal Region
200%

L.A. County

Orange County

160%

San Diego County
Inland Empire

120%
80%
40%
0%

Government (Exc. Edu)

Other Services

Leisure & Hospitality

Health Care &
Social Assistance

Education
(Public + Private)

Administrative

Professional &
Management

Financial Activities

Information

Transportation,
Warehousing & Uti.

Retail Trade

Wholesale Trade

Nondurable Goods

Durable Goods

Construction

-40%

Source: California Employment Development Department

rate due to a continued influx of residents driven by the lower
cost of living and the resilient warehousing sector. Coastal
SoCal is expected to grow at a slower rate. As shown in
Figure 10, we forecast payroll job growth in SoCal will be
3.9% in 2022 and 1.7% in 2023, and its real GDP growth
will be 4.2% in 2022 and 2.2% in 2023.

Forecast
Our SoCal economic model is based on its time series dynamics and its relationship with the U.S. economic growth.
Given our national forecast over the next two years, we
forecast the recovery path in the SoCal region will continue.
The Inland Empire’s economy is forecast to grow at a higher

Figure 10 History and Forecast of Payroll Job Growth and Real GDP Growth in SoCal
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The San Francisco Bay Area Economic Outlook
Leila Bengali
Economist, UCLA Anderson Forecast
December 2021

The San Francisco Bay Area, a well-known technology hub,
is a driver of economic growth in California. From 2001 until
2019, real GDP in the Bay Area went from about 25% to
about 30% of total real GDP in the state, with real GDP in
the Bay Area growing on average 3.9% each year compared
to 2.8% in California overall.1 Despite this strong growth
and the solid performance of the technology sector through
the pandemic, in some respects economic recovery in the
Bay Area appears to be progressing a bit more slowly than
in the state overall. This report takes stock of the economic
recovery in the Bay Area, aiming to understand the pace of
the recovery in order to inform our forecast for the region.

Labor supply and demand
One way to measure economic recovery is to examine the
labor market in aggregate. From February to April 2020, the
Bay Area lost about 562,000 jobs. While about 321,000 of
those jobs have returned, total nonfarm payroll employment
in the Bay Area is still about 241,000 below pre-pandemic
levels (as of the latest data from October 2021).
A potential explanation for the slow job return is a mismatch
between labor demand and labor supply. There is no shortage

of stories in the media about employers not being able to
find employees.2 I have heard stories of unfilled job openings
first hand from business owners and have seen many ‘help
wanted’ posters. To add some empirical evidence, Figure
1 shows job openings, which is one way to gauge labor
demand. Job openings have been rising recently, but at the
same time, hires are flat and quits are up. This is suggestive
of a rise in the demand for labor.3
At the same time, labor supply is down. As of October
2021, there were about 107,000 fewer people in the labor
force in the Bay Area than there were in February 2020.
The labor force is a measure of the supply of workers. The
labor force is defined as the number of people who have
a job (the employed) plus the number who do not have a
job right now but are available to start and are looking for
work (the unemployed). There are a number of theories as
to why individuals have been slow to return to the labor
force, and the extent to and speed with which individuals
return to the labor force in the Bay Area will be governed by
the balance between temporary and permanent labor force
exits. One type of Bay Area labor force exit is only an exit
on paper: if an employed or unemployed individual moves
from the Bay Area to just outside the Bay Area, but contin-

1. For the purposes of this report, the Bay Area is defined as these seven counties: Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa
Clara, and San Benito.
2. For example, see: https://www.reuters.com/business/no-end-sight-labor-shortages-us-companies-fight-high-costs-2021-10-26/ and https://apnews.
com/article/coronavirus-pandemic-business-health-economy-unemployment-f14fb105865ba6b1a84b5f9277f0f99b.
3. Though the figure shows turnover for all of California, the series for the Bay Area (which are not available past 2019) are highly correlated with the
statewide series, so there is good reason to believe that the same patterns hold in the Bay Area.
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Figure 1.

Labor Turnover
Labor Turnover During the Recovery, California
Percent Change Since Feb. 2020
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Source: U.S. Bureau of Labor Statistics, JOLTS by state.

ues to work (or look for work) in the Bay Area, that person
is officially no longer part of the Bay Area labor force and
is counted as part of the labor force where they live. Even
without moving locations, if someone without a job stops
looking for work because there are no jobs available in that
individual’s industry or occupation of choice, that counts as
a labor force exit. Many of such labor force exits are likely
to be temporary, particularly for individuals who worked in
high personal contact sectors before the pandemic.
Other reasons for leaving the Bay Area labor force include
migration, retirement, and making the switch from a dual- to
a single-earner household. These exits may be more likely
to be permanent. Moving, retiring, and figuring out how
to manage in a single-earner household are all decisions
that involve monetary, time, and effort costs. Reversing
the decision will take more time, money, and effort, which
increases the barrier to returning to the labor force. The dualto-single transition may have been prompted by childcare
or education needs and also may have been aided by the
financial cushion provided by the various pandemic-related

government transfers.4 These transfers increased household
income and savings. Total personal income in the Bay Area
increased 7.6% from 2019 to 2020. While this growth rate
is not atypically high for the Bay Area, it is substantially
above the negative and small positive growth rates during
the last two recessions (2001 and 2007-09). The extent to
which migration affected the number of people in the labor
force in the Bay Area is still an open question, though the
existing evidence suggests migration is a factor. Analysis
from the California Policy Lab finds that net migration in
2020 was lower (more outwards on net) than historically has
been the case.5 The recent declines in house price premia
between Bay Area cities and other U.S. cities (discussed in
the California Report in this Forecast Book) are consistent
with some increase in net migration out of the Bay Area.
Official net migration estimates from the California Department of Finance indicate that net migration in the Bay Area
was negative in 2020 (more people leaving than coming),
though less negative than in 2019. We will know more once
estimates for 2021 and revisions for prior years are released.

4. Other researchers’ analysis and my own analysis suggest that unemployment insurance in particular may have had some negative effects on labor
markets, but my interpretation of the evidence is that unemployment insurance is far from the whole story.
5. https://www.capolicylab.org/calexodus-are-people-leaving-california/. Note that the researchers have a broader, eleven-county, definition of the Bay
Area.
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Figure 2.

Labor Costs: Wages

Bay Area Average Weekly Wages
Year-Over-Year Percent Change
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Source: Quarterly Census of Employment and Wages from the U.S. Bureau of Labor Statistics and California
Employment Development Department.

Higher demand for labor and lower supply will tend to put
upward pressure on wages (the price of labor), which is
consistent with the data (Figure 2). The wage increases seen
in the figure may partly reflect a change in the composition
of workers. Those who were able to keep their job through
the pandemic tended to be those who worked in high skill,
high wage office and tech jobs; however, to the extent that
the wage increases seen in the figure are not fully explained
by composition effects, that means an increase in costs for
employers. Higher labor costs will encourage employers to
find ways to cut these costs, perhaps adopting labor-saving
technologies. One concern going forward is that this could
create headwinds to jobs returning to the Bay Area.

Relative performance
Comparing relative economic performance in the Bay Area,
California, and the U.S. helps to inform our forecast for the
Bay Area. These comparisons indicate a slower recovery to
date in the Bay Area in some respects. Figure 3 shows the

UCLA Anderson Forecast, December 2021

percent change in total nonfarm payroll employment since
February 2020 in the Bay Area, California, and the U.S.
There are 6.8% fewer jobs relative to February 2020 in the
Bay Area compared to 5% fewer and 2.8% fewer in California and in the U.S. The labor force has also been slower to
recover in the Bay Area (2.9% below pre-pandemic levels,
compared to 2.1% below and 1.8% below in California and
in the U.S.).
Since the Bay Area has been a robust driver of economic
growth in prior years, to understand this lag, we look at
variation in labor market performance across Bay Area regions. Figure 4 shows the trajectory of job recovery in the
Bay Area, California, and the four metropolitan statistical
areas (MSA) and metropolitan divisions (MD) that make
up the Bay Area. The values are the percent change from
February 2020. This figure shows that the job recovery has
been slower in the San Francisco and Oakland MDs than
it has been in the San Rafael MD and the San Jose MSA.
Other labor market metrics also show a slower recovery in
the San Francisco MD (Table 1).
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Figure 3.

Total Nonfarm Payroll Employment
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Figure 4.

Total Nonfarm Payroll Employment, by Bay Area Region
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Table 1

Labor Market Indicators, by Bay Area Region
Percent change from Feb. 2020 to Oct. 2021

Region

Total nonfarm
payroll Employment in
employment
leisure and
(jobs)
hospitality

Number of
people
employed

Number of
Number of Unemployment
people people in the
rate (%pt.
unemployed
labor force
difference)

San Jose MSA

-5.1%

-28.8%

-3.2%

54.5%

-1.9%

1.5% pt.

SF MD

-7.5%

-29.3%

-5.4%

77.6%

-3.5%

1.8% pt.

San Rafael MD

-6.2%

-16.2%

-4.7%

50.6%

-3.1%

1.3% pt.

Oakland MD

-7.8%

-27.6%

-5.9%

73.1%

-3.3%

2.4% pt.

Bay Area

-6.8%

-28.1%

-4.9%

68.0%

-2.9%

1.9% pt.

CA

-5.0%

-16.9%

-5.1%

63.6%

-2.1%

3.0% pt.

U.S.

-2.8%

-8.2%

-3.0%

29.8%

-1.8%

1.1% pt.

Note: Bay Area data seasonally adjusted by the UCLA Anderson Forecast. Oakland MD: Alameda, Contra Costa counties;
SF MD: SF, San Mateo counties; San Jose MSA: Santa Clara, San Benito counties; San Rafael MD: Marin county.
Source: California Employment Development Department and U.S. Bureau of Labor Statistics.

Insights from specific industries
Looking at employment patterns by major industry helps
explain the regional variation that is driving aggregate patterns in the Bay Area (Figure 5). The figure shows how much
employment in each industry has recovered (vertical axis)
against that industry’s share of total employment (horizontal
axis) for the San Francisco MD and the San Jose MSA, two
major areas with relatively less and relatively more labor
market recovery. To avoid clutter, only some of the key data
points are labeled and some points are circled to indicate that
the label applies to both points. There is variability across
industries in the relative amount of job recovery between
the two areas. The fraction of jobs recovered in professional
and business services, education and health, other services,
and information is roughly similar in the San Francisco MD
and San Jose MSA.
Looking at the sectors that show differences in size and
recovery, manufacturing is a much larger share of employment in the San Jose MSA than it is in the San Francisco
MD (due to the manufacturing of computer and electronics
products), and has surpassed pre-pandemic levels in the San
Jose MSA (likely due to the high demand for electronics
recently) but not in the San Francisco MD. The wholesale

trade and logistics (transportation, warehousing, and utilities) sectors are small industries in both areas, but both have
recovered less in the San Francisco MD than they have in
the San Jose MSA.
Employment in leisure and hospitality, while down about
29% in both areas, makes up a larger share of employment in
the San Francisco MD, which helps explain San Francisco’s
slower jobs recovery overall. One of the main reasons is the
absence of tourists. Both international and domestic tourist
arrivals at SFO are down – 75% for international and 61% for
domestic as of August 2021. Another reason is the absence of
office workers. With fewer people working in the city each
day, there is less demand for all of the services (including
takeaway and sit-down dining) that support the bustle of a
workday in the city.6 Since the leisure and hospitality sector includes restaurants, the absence of office workers also
explains why employment in the sector and overall is being
held down in the San Francisco MD.
The ultimate causes of the labor market patterns in these
industries (tourists and the shift in where workers are doing
their work) have implications for other aspects of the Bay
Area economy. While home prices have gone up across the
Bay Area, they have gone up more from the fourth quarter

6. Mobility patterns reported by Google show less travel to workplaces and transit stations in the city of San Francisco. See https://www.google.com/
covid19/mobility/.
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Figure 5.

Nonfarm Payroll Employment Change and Industry Size

Industry Size (% of Total Nonfarm)
Vs. Employment % Change Feb. 2020 - Oct. 2021

% change Feb 2020 - Oct. 2021
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Note: Data seasonally adjusted by the UCLA Anderson Forecast. Industry share taken in Dec. 2019.

of 2019 until the second quarter of 2021 in the San Jose
MSA (19.6%) and in the Oakland MD (25.8%) than in the
San Francisco MD (4.9%) according to the purchase-only
FHFA house price index. This is consistent with a shift in
preferences to live in (and work remotely from) suburban
areas. Taxable sales (seasonally adjusted), which are a good
proxy for consumer spending, are above pre-pandemic levels
in all Bay Area counties with the exception of San Francisco.
Taxable sales in the city are still about 25.3% below levels
in the fourth quarter of 2019. This is also consistent with the
labor market data reviewed above. With fewer people (both
office workers and tourists) in the city each day, there are
fewer people around to make taxable purchases.

Bay Area Forecast
Putting all of this together, we get our forecast for the Bay
Area (Figure 6 and Figure 7). Starting with total nonfarm
payroll employment, after a 7.9% decline in 2020, we ex-
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pect the labor market headwinds discussed in this report to
continue to curb job growth in 2021 and into 2022, leading
to job growth in these years that is slightly lower than job
growth in the state overall. As discussed above, we expect
employment in sectors that cater to downtown office workers and to tourists to constrain jobs recovery. By 2023, we
expect more robust annual job growth of 2.7%.
Turning to real personal income, 2020 and 2021 were strong
years for a number of reasons including asset price appreciation (the sale of those appreciated assets increases personal
income, for example) and the various government stimulus
programs. These factors contributed to strong growth in 2020
which we expect to also see in 2021, though to a smaller
degree. In 2022, because of the end of many government
stimulus programs and the risk of inflation, real personal
income growth is expected to be negative (-1.7%). We expect positive real income growth to return in 2023 with our
forecast of labor market recovery and an ease in inflation.
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Figure 6.

Bay Area Outlook: Total Nonfarm Payroll Employment

Total Nonfarm Payroll Employment
(Percent Change from Prior Year)
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Source: California Employment Development Department, U.S. Bureau of Labor Statistics, and the UCLA Anderson
Forecast.

Figure 7.

Bay Area Outlook: Real Personal Income

Real Personal Income
(Percent Change from Prior Year)
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The Los Angeles Department of Water and Power (DWP),
established at the beginning of the century is the largest
municipally-owned utility in the nation. It exists under and by
virtue of the Charter of the City of Los Angeles enacted in 1925.
With a work force in excess of 9,000, the DWP provides water
and electricity to some 3.5 million residents and businesses in a
464-square-mile area.
DWP’s operations are financed solely by the sale of water and
electric services. Capital funds are raised through the sale of
bonds. No tax support is received.
A five-member Board of Water and Power Commissioners
establishes policy for the DWP. The Board members are
appointed by the Mayor and confirmed by the City Council for
five-year terms.
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The Los Angeles County Metropolitan Transportation Authority
(Metro) is unique among the nation’s transportation agencies.
It serves as transportation planner and coordinator, designer,
builder and operator for one of the country’s largest, most
populous counties. More than 9 million people – one-third
of California’s residents – live, work, and play within its
1,433-square-mile service area.
Besides operating over 2,000 coaches in the Metro Bus fleet,
Metro also designed, built and now operates over 73 miles of
Metro Rail service. The Metro Rail system currently consists of
62 stations and several more are in the planning and/or design
stage.
In addition to operating its own services Metro funds 16 municipal
bus operators and funds a wide array of transportation projects
including bikeways and pedestrian facilities, local road and
highway improvements, goods movement, and the popular
Freeway Patrol and Call Boxes.
Recognizing that no one form of transit can solve urban
congestion problems, Metro’s multimodal approach uses a variety
of transportation alternatives to meet the needs of the highly
diverse population in the region.
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Metro’s Mission is to insure the continuous improvement of an
efficient and effective transportation system for Los Angeles
County. In support of this mission, our team members provide
expertise and leadership based on their distinct roles: operating
transit system elements for which the agency has delivery
responsibility, planning the countywide transportation system in
cooperation with other agencies, managing the construction and
engineering of transportation system components and delivering
timely support services to the Metro organization.
Metro was created in the state legislature by Assembly Bill
152 in May 1992. This bill merged the Los Angeles County
Transportation Commission (LACTC) and the Southern California
Rapid Transit District (RTD) to become the Los Angeles County
Metropolitan Transportation Authority. The merger became
effective on April 1, 1993.
Metro is governed by a 13-member Board of Directors comprised
of: the five Los Angeles County Supervisors, the Mayor of Los
Angeles, three Los Angeles mayor-appointed members, four city
council members representing the other 87 cities in Los Angeles
County and one non-voting member is appointed by the Governor
of California.
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From its Los Angeles base, Allen Matkins has conquered
California, opening up offices in San Francisco, San Diego,
Century City, and Irvine. With approximately 200 lawyers, the firm
is known as a top real estate practice in the Golden State.

Grown in the City of Angels
Allen Matkins has built its empire in the state where residents
elect bodybuilders and shrug off earthquakes. Founded in Los
Angeles in 1977, Allen Matkins has achieved notable success
in corporate and hospitality work, as well as in the securities,
employment, bankruptcy, and tax arenas. The firm has earned
accolades from west coast publications like the Los Angeles
Business Journal and the San Diego Business Journal. Its real
strengths lie, however, in its real estate and litigation practices.
The firm's litigation department has focuses in real estate,
commercial, financial services, construction, environmental, and
labor and employment litigation.
The firm has not only worked with local clients-like representing a
public-private partnership to modernize the Los Angeles Air Force
Base-but has also secured nationally known clients including
Wells Fargo Bank, Sares-Regis Group, AT&T, Black & Decker,
Met Life, The Home Depot, Blackstone Real Estate Advisors, and
Capmark Finance.

SEMINAR MEMBERS

Accomplish more with new streams of revenue. Avenu Insights
& Analytics works closely with government clients to help them
realize their full revenue potential — without raising taxes.
Supported by an experienced team of professionals who have
driven results for thousands of government clients, Avenu’s
proven solutions give officials the insight and support they need
to protect and grow revenue for the communities they serve. We
work with you to understand and project your jurisdiction’s tax and
economic future, identify and resolve noncompliance issues, and
secure the associated revenue.
For the past 40 years, Avenu has helped over 3,000 jurisdictions
benefit from our Revenue Enhancement and Tax Administration
solutions.
•

Compliance Auditing ensures all expected revenue is
accounted for and paid, in a wide variety of tax types,
including Sales & Use, Alcohol, Lodging, Business License,
Franchise Fee, and many more.

•

Data & Analytics uses advanced software to assist with
Economic Development that aggregates and organizes
jurisdictional data into intuitive, graphical views to identify the
trends and causes of revenue shifts over any period.

•

Discovery & Recovery pinpoints and identifies non-filers
and revenue shortfalls in license, permit and other taxes, and
recovers payment with a budget-neutral approach.

•

Misallocation identifies tax revenues that have not
been properly reported and distributed to the appropriate
jurisdiction.

•

Tax & License Administration provides support across
every local tax category and streamlines day-to-day
operations, including data entry, billing & collections, funds
distribution, compliance, taxpayer education & support
services, and application / claims processing.

Buying and Selling Up the California Coast
Real estate is where the firm shines-Allen Matkins has ranked the
No. 1 real estate law firm in California for a decade, according
to Chambers & Partners. California Real Estate Journal has
also placed Allen Matkins on the top of its real estate firm list,
which was based on the number of real estate attorneys in each
outfit. The firm's real estate practice handles all aspects of the
real estate world, including litigation over construction, land use,
landlord tenant, and condemnation issues.
And handling the real estate transactions of the present is not
enough for the firm; Allen Matkins seeks to predict the future. The
firm has developed a partnership with UCLA Anderson Forecast,
an organization of economists who attempt to posit unbiased
forecasts for California's economy and the nation's. Allen Matkins
and the Anderson Forecast put out commercial real estate
forecasts, covering rental and vacancy rates.
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Learn more by visiting www.AvenuInsights.com.
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More than half a century ago, we opened our doors at Cathay
Bank to serve the growing Chinese American community in Los
Angeles. Then, as now, we helped our customers put down new
roots with loans to purchase cars and homes. We supported their
businesses, which continue to sustain generations. We worked
with them to cultivate communities united by a shared drive to
create and build lives in Southern California.

As the state's primary energy policy and planning agency, the
California Energy Commission is committed to reducing energy
costs and environmental impacts of energy use - such as
greenhouse gas emissions - while ensuring a safe, resilient, and
reliable supply of energy.

Over time, we have expanded along with our customers. Today,
we’re a subsidiary of Cathay General Bancorp (Nasdaq: CATY).
We have over 60 branches across the United States, a branch in
Hong Kong, and three representative offices in Beijing, Shanghai
and Taipei.
While the people we serve have evolved and changed, the spirit
that makes up our customers remains the same. Every one
believes in the power of initiative and perseverance. Each aims to
achieve what’s possible. All strive to live their best lives. And we’re
happy to work alongside them—providing the tools and services
to get them where they want to go.

88–Seminar Members
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Mission Statement
The mission of the Inland Empire Center for Economics and
Public Policy (IEC) at Claremont McKenna College is to provide
Inland Empire leaders with expert analysis of the region’s unique
political and economic landscape.

Background

The State of California’s Department of Finance is responsible
for submitting to the State’s fiscal year budget to the Governor
in January of each year. The Department is part of the State’s
Executive Branch and part of the Governor’s Administration. The
Director of Finance is appointed by the Governor and is his chief
fiscal advisor. The Director sits as a member of the Governor’s
cabinet and senior staff. Principal functions include:
Establish appropriate fiscal policies to carry out the
Administration’s Programs.

The IEC was founded in 2010 as a collaborative effort by the
Rose Institute of State and Local Government and the Lowe
Institute for Political Economy, both based at Claremont McKenna
College. While the Inland Empire is one of California’s fast
growing areas, there was little political and economic analysis
specific to the region. Recognizing this void and the increasing
importance of the area to California’s economy, the two research
institutes saw the need for an organization that could deliver
analysis on current issues impacting the Inland Empire.

Prepare, enact and administer the State’s Annual Financial Plan.

The Rose Institute and the Lowe Institute were uniquely
positioned to create the IEC because their staffs both specialized
in political and economic analysis and were familiar with the
Inland Empire. The IEC brings together experts from both
founding institutions. Marc Weidenmier, Ph.D., director of the
Lowe Institute, is a Research Associate of the National Bureau
of Economic Research and a member of the Editorial Board of
the Journal of Economic History. Andrew Busch, Ph.D., director
of the Rose Institute, is an expert in American government and
politics. Manfred Keil, Ph.D., an expert in comparative economics,
has extensive knowledge on economic conditions in the Inland
Empire. Kenneth P. Miller, J.D., Ph.D., is an expert in California
politics and policy who studies political developments in the Inland
Empire.

Develop population and enrollment estimates and projections.

Analyze legislation which has a fiscal impact.
Develop and maintain the California State Accounting and
Reporting System (CALSTARS).
Monitor/audit expenditures by State departments to ensure
compliance with approved standards and policies.
Develop economic forecasts and revenue estimates.
Review expenditures on data processing activities of
departments.
In addition, the Department of Finance interacts with the
Legislature through various reporting requirements, by presenting
and defending the Governor’s Budget and in the legislature.
The Department interacts with other State departments on a
daily basis on terms of administering the budget, reviewing fiscal
proposals, establishing accounting systems, auditing department
expenditures and communicating the Governor’s fiscal policy to
departments.

The primary ways that the IEC presents its analysis is through
publications and conferences. The Inland Empire Outlook, which
provides analysis on the Inland Empire’s political and economic
developments, is the IEC’s predominant recurring publication.
Its inaugural issue was published in Winter 2010. Besides
publications, the IEC also hosts conferences throughout the
Inland Empire. The conferences bring together panels of experts
and business and political leaders in the Inland Empire to address
current topics affecting the region. The annual economic forecast
conference held at the Citizens Business Bank Arena in Ontario is
in cooperation with the UCLA Anderson Forecast.
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The Labor Market Information Division (LMID) of the Employment
Development Department is the official source for California's
labor market information.
The LMID promotes California's economic health by providing
information to help people understand California's economy and
make informed labor market choices.
We collect, analyze, and publish statistical data and reports on
California's labor force, industries, occupations, employment
projections, wages, and other important labor market and
economic data.
California’s vast labor market includes over 1.5 million employers
covered by Unemployment Insurance and over 19 million people
in its civilian labor force.
For more information, visit our website at http://www.
labormarketinfo.edd.ca.gov/ or call

The nonpartisan Legislative Analyst's Office (LAO) has been
providing fiscal and policy advice to the California Legislature for
more than 65 years. It is particularly well known for its fiscal and
programmatic expertise and nonpartisan analyses relating to the
state budget, including making recommendations for operating
programs in the most effective and cost-efficient manner
possible. Its responsibilities also include making economic and
demographic forecasts for California, and fiscal forecasts for
state government revenues and expenditures. It also prepares
fiscal analyses for all propositions that appear on the California
statewide ballot, including bond measures.
For more information about the LAO, please visit our website at
www.lao.ca.gov or call us at 916-445-4656.

916-262-2162.
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The energy industry is changing rapidly and dramatically. As
global competition transforms the way companies do business,
energy issues are no longer simply local, or even national. At the
same time, its clear that the importance of providing reliable local
service has never been more important.
Our heritage at Southern California Edison is based on reliability.
For more than 100 years we have provided high-quality, reliable
electric service to more than 4.2 million business and residential
customers over a 50,000 square mile service area in coastal,
central, and southern California.
Of course, recent changes in the California’s electric industry
have affected us as well. In 1997, as part of the restructuring
of the electric industry in our state, SCE sold its 12 fossil fuel
generating stations and overhauled nearly every aspect of its
business to prepare for the changing environment. While we still
own and operate hydro and nuclear power facilities that serve our
area, our main role is that of power transmission and distribution.
The power needed for our customers is largely purchased from
the California Power Exchange and provided by SCE to our
customers without a price markup.
At SCE we want you to know that even in times of change, we
retain our proven commitment to service, reliability, innovation,
and the community.
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State Controller Betty T. Yee was elected in November 2014,
following two terms of service on the Board of Equalization. As
Controller, she continues to serve the Board as its fifth voting
member.
The State Controller is the Chief Fiscal Officer of California, the
sixth largest economy in the world. She helps administer two of
the largest public pension funds in the nation and serves on 78
state boards and commissions. These are charged with duties
ranging from protecting our coastline to helping build hospitals.
The Controller is the state’s independent fiscal watchdog,
providing sound fiscal control over more than $100 billion in
receipts and disbursements of public funds a year, offering fiscal
guidance to local governments, and uncovering fraud and abuse
of taxpayer dollars.
The State Controller's Functions
•

Account for and control disbursement of all state funds.

•

Determine legality and accuracy of every claim against the
State.

•

Issue warrants in payment of the State’s bills including lottery
prizes.

•

Administer the Uniform State Payroll System.

•

Audit and process all personnel and payroll transactions
for state civil service employees, exempt employees and
California State University employees.

•

Responsible for auditing various state and local government
programs.

•

Inform the public of the State’s financial condition.

•

Administer the Unclaimed Property Law.

•

Inform the public of financial transactions of city, county and
district governments.
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Pepperdine University
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ActNow Strategies
Austrian Trade Commission
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Thinking about
your business
is a big part of ours.
PUT OUR TAILORED INSIGHTS TO WORK
FOR YOU.
To make confident decisions about the
future, middle market leaders need
a different kind of advisor. One who
starts by understanding where you
want to go and then brings the ideas
and insights of an experienced global
team to help get you there.
Experience the power of being understood
Experience RSM.
rsmus.com
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RSM US LLP is the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. Visit rsmus.com /aboutus for more information regarding RSM US LLP and RSM International.

Stay on the Leading Edge
of Commercial Real Estate
The Allen Matkins/UCLA Anderson Forecast
California Commercial Real Estate Survey polls
a panel of real estate professionals and projects
a three-year-ahead outlook for California’s
commercial real estate industry. Survey results
help forecast potential opportunities and
challenges affecting the office, multifamily,
retail, and industrial sectors.
Get your copy at:
www.allenmatkins.com/ucla

94-Sponsors
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University Credit Union
is here for you.
University Credit Union has proudly
served the university community
since we were founded in 1951.
We are here to help support your
current and future financial
goals by investing in you.

Visit ucu.org to see how we can help you!

Bank with your brain.

•

ucu.org

•

Federally insured by NCUA.
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Empowering our communities,
one customer at a time.
cathaybank.com | 800-922-8429

Scan QR code
to follow our
WeChat account

Follow us
96-Sponsors
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GET THE NUMBERS WORTH KNOWING

2022 Salary Guide
Get the insights that are helping employers and
job seekers make smarter salary decisions.
See the guide at roberthalf.com/salary-guide

Sharing your commitment
We’re proud to join you in supporting UCLA Anderson Forecast. In fact, we’re dedicated to the success of all
our local heroes who are making a difference. Working together, we can create a plan for positive change.

Let’s connect

Richard D. Byrd
Wealth Management
Regional Managing Director
213-688-3808
rich.byrd@wellsfargo.com
wellsfargoprivatebank.com

Investment and Insurance Products: • NOT FDIC Insured • NO Bank Guarantee • MAY Lose Value
Wells Fargo Private Bank provides products and services through Wells Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company, and its various affiliates and subsidiaries.

Anderson
Forecast,
December
2021
© 2021UCLA
Wells Fargo
Bank, N.A. Member
FDIC. NMLSR
ID 399801.
WCR-0421-00160 IHA-B23283
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Billie Jean King Library
Long Beach Civic Center

Building Better Communities
For more than a century, Clark Construction has delivered assets that
have shaped our communities and strengthened local infrastructure.
We embrace the opportunity to make a meaningful and positive
impact by creating an inclusive and respectful workplace, supporting
small businesses and workforce development, and giving back
through community service.
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WE ARE THE BANC
FOR BUSINESS
Helping you meet today’s
challenges and tomorrow’s
opportunities.
As California’s premier relationship-focused business bank,
Banc of California offers the highest level of service and innovative
solutions to our clients, providing access to local decision makers,
a simplified onboarding and credit approval process, and a partner
for the life of your business. We’re ready to help you navigate
the complexities of today’s changing economic environment and
realize tomorrow’s opportunities together.

To learn how we can help you sustain your operations
and grow your business as economic growth resumes,
visit bancofcal.com//UCLABusiness.

TOGETHER WE WIN®

© 2021 Banc of California, N.A., a wholly owned subsidiary of Banc of California, Inc. All rights
reserved. Member FDIC.

Dan Salas, Founder & CEO
Harbor Breeze Cruises

MANUFACTURING top-quality products.
INVESTING towards the growth of the

INLAND EMPIRE.

Hot Rolled | Cold Rolled | Galvanized | Electric Resistance Welded Pipe
100-Sponsors

1 California Steel Way
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Fontana, CA

www.californiasteel.com

Proud
partner of
the UCLA
Anderson
Forecast.

John Melicor
Urban Plant Shop
URBANPLANTSHOP.COM

Together we uncovered the tremendous impact
that microbusinesses are having on the U.S.
economy and in our local communities. View
the data, freely available to the public, on the
Venture Forward website.

Find us at godaddy.com/ventureforward
Julie Frost
Candles & Co.
CANDLESANDCOMPANY.COM

Danielle Smith
SOUN Bag
SOUNBAG.COM

THE POWER OF PEOPLE
IN A WORLD OF
NUMBERS.
Pacific Western Bank is a national financial institution
with community focus. With over $35 billion in assets, we
look to create opportunity for every client we serve. Give
us your vision and we’ll give you the tailored solutions to
help you achieve it.
We provide comprehensive community banking, national
lending and venture banking services nationwide with a focus
on small to medium-sized businesses.

CALIFORNIA • ARIZONA • NYC METRO • TEXAS • FLORIDA

Master-planned communities and homes from coast to coast.
Featuring innovative High Performance Homes
designed to the highest standards in home automation,
energy-saving efficiency and sustainable building practices.

Discover us, and let’s unlock your next opportunity together.
LandseaHomes.com 888.827.4421
PACWEST.COM

Pacific Western Bank is an equal opportunity lender.
This is not a commitment to lend. Subject to credit approval.

© 2021 Landsea Homes US Corporation. All rights reserved and strictly enforced. LANDSEA® and LIVE IN YOUR ELEMENT® are federally registered
trademarks of Landsea. This is not an offering where prohibited by law. No information contained herein shall be deemed to constitute a representation
or warranty of any kind. Model photography does not represent actual homesites. Please consult a Landsea Homes sales representative for details.
Landsea Real Estate California, Inc. CA DRE license #02030520 | Arizona Broker #BR531087000. ROC #CO688244000 | Mercedes Premier Realty
#CQ1040509

Proud sponsor
Union Bank® is proud to support
UCLA–Anderson Forecast.
To learn more, contact:
Stephen Sherline
Private Wealth Management Executive
310-550-6439
stephen.sherline@unionbank.com
or visit unionbank.com/theprivatebank

©2020 MUFG Union Bank, N.A. All rights reserved. Member FDIC.
Union Bank is a registered trademark and brand name
of MUFG Union Bank, N.A.
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INSPIRING POSSIBILITIES
Hathaway Dinwiddie Construction Company has delivered
landmark structures and quality interior spaces throughout
California for the nation’s premier companies and institutions. With
over a hundred years of experience in play, we are a leader in
sustainable building and advanced construction technologies.

www.HDCCO.com

Join the Community of Business

™

Your exclusive membership will give you access to comprehensive news and analysis of the local business
community, through our weekly print issue and with online digital access – any time, any place.

SUBSCRIBE TODAY
labusinessjournal.com/subscribe
UCLA Anderson Forecast, December 2021
Reaching more than 250,000 Los Angeles Business Leaders
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Speakers
SPEAKERS

Jerry Nickelsburg

William Yu

Jerry Nickelsburg joined the UCLA’s Anderson School of
Management and The Anderson Forecast in 2006. Since 2017
he has been the Director of The Anderson Forecast. He teaches
economics in the MBA program with a focus on Asian economies.
As the Director of The Anderson Forecast he plays a key role
in the economic modeling and forecasting of the National, and
California economies. He has conducted research in the areas
of labor economics, industrial organization, statistics, and
international monetary economics, focusing on the development
of new data and the application of economic theory and statistical
methods to policy issues. His current academic research is
on specific skills, structural unemployment, and on energy
efficiency in transportation. He is a regular presenter at Economic
Conferences and is cited in the national media including the
Financial Times, Wall Street Journal, New York Times, Los
Angeles Times, and Reuters.

William Yu joined the UCLA Anderson Forecast in 2011 as an
economist. At Forecast he focuses on the economic modeling,
forecasting, and Los Angeles economy. He also analyzes the
U.S. and China’s economies. His research interests include a
wide range of economic and financial issues, such as time series
econometrics, data analytics, housing markets, human capital,
and innovation. Meanwhile, he teaches time series and predictive
analytics at the UCLA Anderson School’s Master of Business
Analytics program and data science certificate courses, including
machine learning, at UCLA Extension. In 2019, he received
the distinguished instructor award for digital technology from
UCLA Extension. He also serves as a faculty advisor for Applied
Management Research and Business Creation Option Programs
at Anderson School.

Director

He received his Ph.D. in economics from the University of
Minnesota in 1980 specializing in monetary economics and
econometrics. He was formerly a professor of Economics at
the University of Southern California and has held executive
positions with McDonnell Douglas, FlightSafety International,
and FlightSafety Boeing during a fifteen-year span in the aviation
business. He also held a position with the Federal Reserve Board
of Governors developing forecasting tools, and has advised
banks, investors and financial institutions.
From 2000 to 2006, he was the Managing Principal of Deep
Blue Economics, a consulting firm he founded. He has been the
recipient of the Korda Fellowship, USC Outstanding Teacher,
India Chamber of Commerce Jubilee Lecturer, and he is a
Fulbright Scholar. He has published over 100 scholarly and
popular articles on monetary economics, economic forecasting
and analysis, labor economics, and industrial organization and he
is the author of two books on monetary economics and exchange
rates.

104–Speakers

Economist

He has published over a dozen research articles in Journal of
Forecasting, International Journal of Forecasting, Journal of
International Money and Finance, Journal of Real Estate Finance
and Economics, etc. He developed the City Human Capital
Index, the Los Angeles City Employment Estimate, and wrote the
US-China economic reports. With his colleagues, he developed
a microbusiness index tracking online business activities across
the country. He has been cited in the local, national and overseas
media frequently including Wall Street Journal, Los Angeles
Times, New York Times, Washington Post, Time, Bloomberg,
CBS, NBC, ABC, CNBC, L.A. Business Journal as well as various
Chinese and Korean media. He was invited as a speaker for
various events, including the annual Woo Greater China Business
Conference, Cathay Bank economic outlook luncheons, and
National Association for Business Economics.
He received his bachelor’s degree in finance from National
Taiwan University in 1995 and was an analyst in Fubon Financial
Group in Taipei from 1997 to 2000. In 2006, he received his
Ph.D. degree in economics from the University of Washington
where he was also an economics instructor and won two
distinguished teaching awards. In 2006, he worked for the Frank
Russell Investment Group for Treasury and corporate yields
modeling and forecasting. From 2006 to 2011, he served as an
assistant and an associate professor of economics at Winona
State University where he taught courses including forecasting
methods, managerial economics, international economics, and
macroeconomics.
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David Shulman

Edward Leamer

Senior Economist Emeritus

Distinguished Professor

David Shulman is Distinguished Visiting Professor and a “Managing Director” at the Financial Leadership Program at Baruch College where he mentors students seeking front-office careers on
Wall Street, and a Visiting Scholar/Senior Economist at the UCLA
Anderson Forecast where he is responsible for U.S. Macro. In
addition, he is currently Managing Member of his LLC where he is
engaged in investment and litigation consulting. He comments on
his blog, http://shulmaven.blogspot.com.

Edward Leamer served as UCLA Anderson’s Chauncey J.
Medberry Professor of Management and professor of economics,
professor of statistics and director of the UCLA/Anderson
Business Forecast Project. His philosophy on education is
straightforward.

In December 2005, he retired from Lehman Brothers where he
was Managing Director and Head REIT analyst. From 200104 he was voted on the Institutional Investor All Star Teams
including First Team in 2002. Prior to joining Lehman Brothers
in 2000 he was a Member and Senior Vice President at Ulysses
Management LLC (1998-99) an investment manager of a private
investment partnership and an offshore corporation whose total
investment capital approximated $1 billion at the end of 1999.
From 1986-1997, Mr. Shulman was employed by Salomon
Brothers Inc in various capacities. He was Director of Real
Estate Research from 1987-91 and Chief Equity Strategist from
1992-97. In the latter capacity he was responsible for developing
the Firm’s overall equity market view and maintaining the Firm’s
list of recommended stocks. Mr. Shulman was widely quoted in
the print and electronic media and he coined the terms “Goldilocks Economy” and “New Paradigm Economy”. In 1991, he was
named a Managing Director and in 1990 he won the first annual
Graaskamp Award for Excellence in Real Estate Research from
the Pension Real Estate Association.
Prior to joining Salomon Brothers Inc., he was Vice President and
Director of Research Planning at TCW Realty Advisors in Los
Angeles. Earlier in his career Mr. Shulman was an academic. He
was an Associate Professor of Management and Economics at
the University of California at Riverside and Financial Economist
at the UCLA Business Forecasting Project. In 2017, the David
Shulman Endowed Excellence in Teaching Award Fund was
established by a former student of his.
A graduate of Baruch College (1964), Mr. Shulman received his
Ph.D. (1975) with a specialization in Finance and a M.B.A. (1966)
from the UCLA Graduate School of Management. He is married
and has three grown children.
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After serving as assistant and associate professor at Harvard
University, Leamer joined the UCLA faculty in 1975 as professor
of economics. In 1990 he moved across campus to UCLA
Anderson and was appointed to the Chauncey J. Medberry Chair.
He is a fellow of the American Academy of Arts and Sciences, and
a fellow of the Econometric Society. In 2014 he won the award
for Outstanding Antitrust Litigation Achievement in Economics,
awarded annually by the American Antitrust Institute.
Leamer’s work has been impactful beyond the classroom and his
academic research. As director of the UCLA Anderson Forecast,
he influenced business practitioners in every field. For example,
in his December 2000 forecast, the UCLA Anderson Forecast
stood virtually alone in predicting the 2001 recession. In a special
release on December 12, 2001, the Forecast correctly analyzed
the likely unimportance of 9/11 for the evolution of the recession.
In December 2002, Leamer began warning about a momentumdriven overheated housing market that was sure to cause
problems for the economy in the future.
Leamer is a research associate of the National Bureau of
Economic Research and has been an occasional visiting scholar
at the IMF and the Board of Governors of the Federal Reserve
System. He has served on the Councils of Economic Advisors or
Governor Wilson, Governor Schwarzenegger and Mayor Garcetti.
He has been on the Advisory Board of the Bureau of Economic
Analysis.
He has published over 120 articles and five books and reminds
those interested to hurry to Amazon.com to purchase his most
recent books: either Macroeconomic Patterns and Stories, or The
Craft of Economics. His research papers in econometrics have
been collected in Sturdy Econometrics, published in the Edward
Elgar Series of Economists of the 20th Century. His research in
international economics and econometric methodology has been
discussed in New Horizons in Economic Thought: Appraisals of
Leading Economists.
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Leila Bengali

Leo Feler

Economist

Senior Economist

Leila Bengali is an economist at The Anderson Forecast. She
joined in 2019. As an economist, and a native Californian, she
focuses on modeling the California economy and on policy
issues that are relevant to California. Having studied behavioral
economics both in college and in graduate school, she brings
insights from this field to her work at The Anderson Forecast. She
received her Ph.D. in economics from Yale University in 2019
where she was selected for the Russell Sage Foundation Summer
Institute in Behavioral Economics and awarded the Whitebox
Advisors Doctoral Fellowship. Her fields of concentration were
behavioral economics and public finance.

Leo Feler joined the UCLA Anderson School of Management
and the UCLA Anderson Forecast in 2020. He has conducted
research and written articles in the areas of labor economics,
urban economics, trade, banking and mergers and antitrust. He is
responsible for the U.S. macroeconomic forecast.

After graduating from Swarthmore College in 2011 with a B.A. in
economics (major) and psychology (minor), she worked as an
analyst at Analysis Group in the San Francisco Bay Area. During
her time in economic consulting, she worked with a team of
economists and experts to provide litigation support and research
for major national and international companies in industries
ranging from manufacturing to information technology. After
working in economic consulting, Leila joined Economic Research
at the Federal Reserve Bank of San Francisco. Working with
prominent economists on issues of employment, education, and
economic mobility, Leila conducted research supporting U.S.
monetary policy, writing reports for both internal and external
audiences.

Prior to joining UCLA, Leo worked in management consulting
at Cornerstone Research and Boston Consulting Group. At
Cornerstone Research, he advised the U.S. government and
corporations on antitrust litigation and economic disputes. At
Boston Consulting Group, he advised clients in the consumer
retail industry on revenue growth and supply chain optimization
strategies.
From 2010 to 2016, Leo was an assistant professor of
international economics at Johns Hopkins University. He also
worked at the World Bank, where he was an advisor to the
country director for Brazil.
Leo received his Ph.D. in economics from Brown University in
2010, specializing in urban and labor economics; his M.A. in
international policy studies from Stanford University in 2002; and
his B.A. in economics and international relations from Stanford
University in 2002.

Leila's research lies at the intersection of behavioral economics
and public finance. Within these fields, she focuses on how and
why individuals use or ignore information when making decisions
and on the resulting implications for policy. Leila has also
worked with local governments to design and implement policy
evaluations and has published in the field of labor economics.
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Stephanie Bontemps

Brandi Britton

Executive Vice President &
Chief Risk Officer,
First Republic Bank

District President,
Robert Half

Stephanie Bontemps serves as First Republic Bank’s Chief Risk
Officer and is responsible for maintaining a robust enterprise risk
management program that supports the strategic goals of the
Bank and builds upon its longstanding conservative risk culture
and client service focused business model. At First Republic, she
previously served as an Executive Loan Committee Member and
Director of Credit Administration.

Brandi Britton is the District President for Robert Half, the world's
first and largest specialized talent solutions firm. Brandi oversees
operations and business development for the company’s
contract, temporary and permanent placement for the finance
and accounting, administrative and customer support practices
throughout greater Los Angeles area.

Prior to joining First Republic, Stephanie worked for Citibank in
corporate and investment banking in New York and San Francisco
where she held global leadership positions in both relationship
management and credit risk management.
Stephanie serves as a Board member for Hope Solutions, a Bay
Area non-profit that provides permanent supportive housing and
support services to highly vulnerable families and individuals.
She is also a member of Financial Women of San Francisco and
Chief.
Stephanie graduated from the Anderson School at UCLA (MBA)
and UCLA (BA, Economics).
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Brandi joined Robert Half International in 1999 and has served
as an invaluable source and staffing and consulting expert for
national and regional media outlets including CBS, Wall Street
Journal, Los Angeles Times, Los Angeles Business Journal,
among others. Brandi graduated from California Polytechnic State
University with a Bachelor of Science degree in Social Sciences.
Brandi actively leads her teams to give back to the communities in
which they live and work through a variety of initiatives, including
an annual suit drive for Dress for Success and similar non-profits,
during which time the company collects donations for low-income
women looking to enter – or re-enter – the employment market.
Brandi also oversees an annual holiday toy drive benefitting local
non-profits, for which she collects gifts for local at-risk youth.
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Joe Brusuelas

Chief Economist,
RSM US LLP

John Coscia, CFA

Senior Vice President,
Director, Portfolio & Funding,
City National Bank

Joe Brusuelas, an award-winning economist, has more than 20
years’ experience analyzing U.S. monetary policy, labor markets,
fiscal policy, international finance, economic indicators and the
condition of the U.S. consumer. A member of the Wall Street
Journal’s forecasting panel, Brusuelas regularly briefs members
of Congress and other senior officials regarding the impacts of
federal policy on the factors by which executives make business
decisions.

John Coscia has been with City National Bank since 2000. He is
responsible for managing and coordinating all market transaction
activities within City National’s Treasury Department. This
includes the strategic direction and oversight of the Bank’s fixed
income portfolio, daily cash position, off-balance sheet hedging,
wholesale borrowings, and Loan Pricing Desk. It also includes
the management of the Bank's debt, capital, derivatives, and
balance sheet position.

He also frequently offers his insights on the U.S., Canadian
and global economies in the financial media, including CNBC,
Cheddar, NPR’s Marketplace, Yahoo! Finance, Financial Times,
The New York Times, Wall Street Journal, Washington Post,
Axios and Politico. (Recent broadcast coverage and other media
commentary can be found here.) In 2020, he was named one of
the 100 most influential economists by Richtopia.

John has an MBA from USC’s Marshall School of Business and
a BS in Probability & Statistics from the University of California at
Santa Barbara.

Before joining RSM in 2014, Brusuelas spent four years as a
senior economist at Bloomberg L.P. and the Bloomberg Briefs
newsletter group, where he co-founded the award-winning
Bloomberg Economic Brief. Earlier in his career, he was a director
at Moody's Analytics covering the U.S. and global economies
for the Dismal Scientist website. He also served as chief
economist at Merk Investments L.L.C. and chief U.S. economist
at IDEAglobal.
Brusuelas completed all economy and public policy dissertation
requirements for his Ph.D. at the University of Southern California.
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Ross Gerber

President & CEO,
Gerber Kawasaki Wealth and
Investment Management
Ross Gerber is the Co-Founder, President, and CEO of Gerber
Kawasaki Wealth and Investment Management. Ross oversees
Gerber Kawasaki's corporate and investment management
operations as well as serves individual clients. Ross has become
one of the most influential investors on social and traditional
media. His investment ideas and advice have made him a regular
in global business news as well on many of the most popular
podcasts. He is a regular on Bloomberg, Reuters, Fox Business,
Yahoo Finance, CNN, CNBC as well as a contributing writer for
Forbes.com. He has appeared on many of the most popular
podcasts including HyperChange TV, The Dave Portnoy Show,
Meet Kevin on YouTube, The Pomp Podcast, and more.
Ross and the Gerber Kawasaki team oversee $2.1 billion of
investments as of 10/21/21 focused on technology, electric
vehicles, consumer, media, and entertainment companies for
clients and the firm. Gerber Kawasaki is a leader in Fintech
innovation leveraging technology and social media to work with
a large diverse client base providing financial advice in scale.
GK has grown to over 8000 clients and was listed as one of the
fastest-growing companies in Los Angeles according to the LABJ.
GK received several Diversity and Inclusion Awards within the
financial industry and prides itself in representing the community.

Chang M. Liu (BA '90)
President & CEO,
Cathay Bank

Chang M. Liu is the President and Chief Executive Officer of
Cathay Bank and a member of the Board of Directors of Cathay
Bank and its holding company.
Chang joined Cathay Bank in 2014 and, prior to assuming the
position of President and Chief Executive Officer in 2020, was
responsible for, among other things, managing and overseeing all
commercial and real estate lending, business development, and
various operations.
Prior to his current role at Cathay Bank, Chang was the Executive
Vice President and Chief Lending Officer at Banc of California
(formerly known as “Pacific Trust Bank”) and under his leadership,
increased the commercial real estate loan portfolio by $400
million in three years and the bank grew from $875 million to
$3 billion in asset size. Chang received a Bachelor of Arts in
Economics degree at UCLA and has more than 31 years of
banking experience.
Aside from his business pursuits, Chang is a Board member of
the Foothill Family, which provides comprehensive mental health
care, early childhood development programs, and social services
throughout the Greater Los Angeles region.

GK is a leader in providing investment advice for the younger
generation through its Wealth Building & Get Invested programs
and the first major RIA to partner with Gemini and begin offering
Digital Assets to clients. Ross is an expert in online marketing and
social media as well as a co-developer of the company’s app for
IOS, my-moneypage.
Ross received his BA in Communications from the Annenberg
School at the University of Pennsylvania concentrating in
Business Law at the Wharton School of Business, graduating
class of 1993. Ross also received a second concentration in
Classical Music Studies at the University of Pennsylvania and
attended the Grove School of Music. He was born and raised in
Los Angeles, CA, and attended Brentwood High School with the
graduating class of 1989.
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Brian Saenger (BA '95, CERT '19)
President & CEO,
The Ratkovich Company

Brian Saenger is the President and Chief Executive Officer of The
Ratkovich Company, a Los Angeles-based real estate development
company specializing in urban infill and historic rehabilitation of landmark
properties. He previously served as the Company’s Chief Operating
Officer and General Counsel and was responsible for overseeing the
Company’s operations, including development management, property
management, and legal and administrative functions. In 2021, Brian was
named to the Los Angeles Business Journal’s list of 500 Most Influential
People in Los Angeles.
Brian serves on the Los Angeles Area Chamber of Commerce’s “The
CEO Council,” an advisory group of top business leaders focused on
ensuring affordable housing for middle-income families and building
a workforce that is prepared for the good-paying jobs of the future.
He is also a member of the Urban Land Institute (ULI) and serves on
the Urban Development and Mixed-Use Council. ULI is the oldest and
largest network of cross-disciplinary real estate and land use experts in
the world. Additionally, Brian is a member of the Board of Directors for
the San Gabriel Valley Economic Partnership. He has previously served
on the Board of Directors for the California YMCA Youth & Government
program and was a past Chair of the Board.
Brian joined The Ratkovich Company as the Vice President of
Acquisitions and played a leading role in the Company’s acquisition of
The Bloc, a 1.8 million square foot, mixed-use property in downtown
Los Angeles consisting of retail, office and hospitality uses. He also
represented the Company in the successful negotiation of a 66-year
ground lease for the development of West Harbor (formerly known as the
San Pedro Public Market), a $150 million transformation of a 42-acre site
along the Los Angeles waterfront in San Pedro. In August 2021, West
Harbor was featured in the Los Angeles Times for landing seven highprofile restaurant and entertainment leases during the pandemic.

John Tipton

Partner,
Allen Matkins
Chang M. Liu is the President and Chief Executive Officer of
Cathay Bank and a member of the Board of Directors of Cathay
Bank and its holding company.
Chang joined Cathay Bank in 2014 and, prior to assuming the
position of President and Chief Executive Officer in 2020, was
responsible for, among other things, managing and overseeing all
commercial and real estate lending, business development, and
various operations.
Prior to his current role at Cathay Bank, Chang was the Executive
Vice President and Chief Lending Officer at Banc of California
(formerly known as “Pacific Trust Bank”) and under his leadership,
increased the commercial real estate loan portfolio by $400
million in three years and the bank grew from $875 million to
$3 billion in asset size. Chang received a Bachelor of Arts in
Economics degree at UCLA and has more than 31 years of
banking experience.
Aside from his business pursuits, Chang is a Board member of
the Foothill Family, which provides comprehensive mental health
care, early childhood development programs, and social services
throughout the Greater Los Angeles region.

Prior to joining the Company, Brian served as the Company’s outside
counsel when he practiced with the international law firms of DLA Piper
LLP (US) and Pillsbury Winthrop Shaw Pittman.
Brian received his Juris Doctorate from Loyola Law School, Los Angeles,
with honors, where he served as the Editor-in-Chief of the Loyola of Los
Angeles Law Review. He received his Bachelor of Arts degree from the
University of California, Los Angeles. Brian is a member of the State Bar
of California and a licensed California real estate broker.
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David L. Tuyo, II

President & CEO,
University Credit Union
David L. Tuyo II, DBA, MBA serves as the President and CEO
of University Credit Union. Dr. Tuyo is a veteran of the financial
services industry where he has served financial institutions in a
multitude of roles including COO, CFO, and Chief Investment
Officer. His career in the financial services industry spans over
20 years, with the majority dedicated to serving credit unions.
Dr. Tuyo’s education includes a DBA from California Southern
University, an MBA from Mississippi State University and a
Bachelors in Finance from the University of Mobile.
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