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Bay Area
Economic Update

Micah Weinberg, President

Bay Area Council Economic Institute
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The Bay Area is the 19th largest economy in the world with a GDP of $748
billion and one of the highest growth rates for the last 3 years

2017 Nominal GDP Rank in 2014 Real GDP CAGR
$ Billion Rank 2014-2017, %

United States /] 16,768
China 9,181
Japan 4,897

Germany 3,737

United Kingdom 2,809

India 2,678

France 2,243

Brazil 2,150

ltaly 2,096

Canada 1,938 1
Russia 1,838
South Korea 1,501
Australia 1,359
Spain 1,304
Mexico 1,261
Indonesia 869

Turkey 854

__Netherlands | L S e e
| BayArea' _mw ___________________________________________________
Switzerland 686

Saudi Arabia 610
Argentina 580
Taiwan 531
Sweden 525
Poland 523
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1 Bay Area defined as San Jose, San Francisco, Napa, Santa Rosa, and Vallejo MSAs

SOURCE: Global Insight, BEA team analysis McKinsey & Company
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Job growth and median home values in the Bay Area are spir

aling upward

Job Growth in the Bay Area and U.S. Median Home Value Growth in the Bay Area and U.S.
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Source: Bureau of Labor Statistics, Quarterly Census of Employment and Wages; Zillow
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The Bay Area has performed betier than domestic competitors
since the recession

2005-2009 2009-2014 2014-2017

Wages Growth, Bay Area e% 8.5% ‘!%
Percent CAGR Peerl Average  1.9% 4.6% 3.2% “®  Outperforms
peers
Population Growth, Bay Area @ @
Percent CAGR Peer Average 1.1% 1.4% 1.0% @ Underperforms
peers
GDP Growth, Bay Area @ @
Percent CAGR Peer Average 0.9% 3.1% 2.5%
1 Income Growth Bay Area a € €D Peers for Analysis
Percent CAGR Peer Average 2.5% 0.9% 3.2%
New York
Employment Growth, S AEE) L 2.9% Los Angeles
Percent CAGR Peer Average 0.0% 2.1% 2.2% Austin
Productivity Growth, Bay Area @ @ @ Dallas
Percent CAGR Peer Average  09%  1.0%  0.3% Boston
Seattle
Income per capita Growth, Bay Area @ @ @ San Diego
Percent CAGR Peer Average 2.2% 4.6% 2.7%

SOURCE: Moody’s Analytics
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Photo: Carlos Avila Gonzalez, The Chronicle
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Bay Area is growing slowly as compared to urban areas worldwide
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Source: United Nations, Department of Economic and Social Affairs, Population Division (2014). World Urbanization Prospects: The 2014 Revision; California Department of Finance
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Bay Area is now effectively a megaregion
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Survey, one-year estimates, 2016
Urban Areas Analysis: Bay Area Council Economic

Institute

Source: Census Transportation Planning Products, 2009-2013
Analysis: University of the Pacific
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Age of the Titans: Largest number of new jobs in the Bay Area are being created
by largest businesses

® Small (<50 employees)
Medium (50-249)

® Large (250-999)

m Very large (1000+)

And venture capital/real
estate deals largely late
stage/major expansion ...

Source: U.S. Census Bureau, Business Dynamics Statistics, time period 2010-2015
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1/2 of US VC Invested in Bay Area; Fewer, Larger, Later Stage Deals

Bay Area share of US
= == Remaining CA share of US
B Total Bay Area VC

Bay Area venture capital flows value, $ billions
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Bay Area venture capital flows volume, #
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1 Bay Area defined as the San Francisco and Silicon Valley constituent MSAs given data availability on source reports
SOURCE: PwC Moneytree Report, team analysis

www.bayareaeconomy.org | @bayareaeconomy | mweinberg@bayareacouncil.org




Underappreciated Diversity of the Bay Area Economy

2017 US Fortune 500 Companies by Industry’

Consumer
Financials / Insurance Tech / Telecom / Media m
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1 Largest four industries in the three largest regions by Fortune 500 company count
2 Bay Area inclusive of 17 cities: Cupertino, Dublin, Foster City, Fremont, Los Gatos, Menlo Park, Mountain View, Oakland, Palo Alto, Redwood City,
San Jose, San Mateo, San Ramon, Santa Clara, San Francisco, South San Francisco, Sunnyvale

SOURCE: Fortune, Capital IQ, McKinsey analysis
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Recent Changes Closing Fortune 500 Gap with New York

Number of Fortune 500 companies in 2017 vs. 2014 2014 . 2017
NewYork |l .
Bay Area’ Onthe listin 2014 & 2017: Gone from 2014 list:  New to list in 2017: i

= Apple = Advanced Micro- * Adobe Systems !

Houston =  Applied Materials devices = HPInc. !
*= Charles Schwab = Agilent = |Lam Research !

Atlanta = Chevron Technologies = Netflix |
= Cisco Systems = Safeway = Nvidia :

Dallas = Clorox = SanDisk = Paypal E
= Core-Mark Holdings * URS * Robert Half Int]

Chicago * ebay * Salesforce.com !
= Facebook = Tesla !

St. Louis = Franklin Resources = Yahoo |
= Gap |

Minneapo”s = (Gilead Sciences :
* Google/Alphabet i

Cincinnati * Hewlett-Packard !
= Intel !

Pittsburgh * McKesson |
* NetApp :

= Oracle '

Charlott !
ariotte = PG&E Corp |
Richmond * Ross Stores i
= Sanmina !

Los Angeles * Symantec |
= Synnex !

. . = V\isa |
Philadelphia - Wells Fargo |
Phoenix | T T T T T !

1 Bay Area inclusive of 17 cities: Cupertino, Dublin, Foster City, Fremont, Los Gatos, Menlo Park, Mountain View, Oakland, Palo Alto, Redwood City,
San Jose, San Mateo, San Ramon, Santa Clara, San Francisco, South San Francisco, Sunnyvale

SOURCE: Fortune Magazine, D&B Hoovers, team analysis
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Unicorns Bigger than Dinosaurs

Latest funding

Current Valuation round
Company’ (USD billion)? (USD Billion)
'EUBER | [
o Funding rounds
2 (Qyairbnb [t T Funding rounc
. were in average
3 @l’lterle& 123 0.150 of $355 million
across these 10
startups
+ @[yl
y i 15 - 0.500 Privately-held
' companies like
5 z: Dropbox 10.0 0.600 Uber and Airbnb
@ are now valued
1 more than a
6 Strlpe . 9.2 0.006 significant
number of
7 5 1 0.250 companies in
ﬁ SIaCk I - the Fortune 500
00® list
8 SOFl :98 4.4 0.500
9 !l houzz I4.0 -0.400
0 @ TANIUM |3.8 .0.100

1 Private companies 2 Based on Pitchbook data pull 12/22/2017

www.bayareaeconomy.org | @bayareaeconomy
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Will Work Disappear? No.

Share of total employment by sector in the United States, 1850-2015, % of jobs

100 Employment change, 1850-2015,

Percentage points

Trade (retail and wholesale) 12.¢
Construction

Transportation

Manufacturing -3.6
Mining

Household work
Professional services
Utilities

Business and repair services
Telecommunications
Healthcare 9.3
Entertainment
Education 9.9
Government

Financial services

1850 1900 1950 2000 2015

McKinsey&Company | Source: IPUMS USA 2017; US Bureau of Labor Statistics; McKinsey Global Institute analysis
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The Issue is Not Jobs but Livelihoods

Cost of Living and Median Household Income
Indexed to 2000

150%

140%

130% . .
Median Bay Area income
$89,000!

120%

Median U.S. income

110% $59,000

100%

90%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

=== Bay Area Cost of Living e .S, Cost of Living

= = Bay Area Median Household Income == == [J.S. Median Household Income

www.bayareaeconomy.org | @bayareaeconomy | mweinberg@bayareacouncil.org




Addressing cost of living must focus on
increasing supply of housing ... everywhere

Bay Area Housing Units 2007-2017

400,000

298,916

300,000

200,000

148,212

100,000 -

0_

Units Added 2007-2017 Needed to Keep Pace with
Population Growth

... on top of a 1 million unit
generational deficit!

Source: California Department of Finance, Analysis: Center for the Continuing Study of the California Economy

www.bayareaeconomy.org | @bayareaeconomy

Share of Residentially-Developed Footprint
by Dominant Type of New Housing Built
in the Local Area

San Jose-San Francisco-Oakland, CA CSA
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Census tracts in which most new homes built were:

- 50+ unit structures Single-family homes
2-49 unit structures - Almost no construction

‘Source: BulldZoom;

Notos:
homes per square mile at the end of the porod. %
£ net acion of now nomes 5 1658 1A 0.1 new Romes per acre po docade.

mweinberg@bayareacouncil.org

Percent of Residentially-Developed Land Area



Bay Area builds fewer homes per population added than other metros

Ratio of Housing Units Permitted per 1,000 Person Increase in Population, 2003-2017

Boston Population Growth: 390,632 Units Permitted: 173,989 445

Seattle Population Growth: 741,213 Units Permitted: 302,606 408

New York Population Growth: 1,717,766 Units Permitted: 694,056 404

Atlanta Population Growth: 1,355,480 Units Permitted: 533,266 393

Houston Population Growth: 1,906,028 Units Permitted: 741,172 389

Austin Population Growth: 766,536 Units Permitted: 272,545 356

DY, \V-THl  Population Growth: 648,471 Units Permitted: 224,794 347

Bay Area Population Growth: 794,015 Units Permitted: 247,813 312

0 50 100 150 200 250 300 350 400 450 500

Note: "BayArea" data represents only Alameda, Contra Costa, Marin, San Francisco, San Mateo, and Santa Clara counties. All other locations are metropolitan areas.
Source: U.S. Census Bureau Building Permits Survey; U.S. Census Bureau Metropolitan and Micropolitan Statistical Area Datasets
Analysis: Bay Area Council Economic Institute
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Patterns of Development Also Inconsistent with Resi
Climate Change

lience and Combatting

California Off-Track in Race to Meet 2030 and 2050 Climate Goals Historical Trend for Per-Capita Daily Miles Traveled
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Source: California Air Resources Board -@- Bay Area

Highcharts.com
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Bay Area 2018 Economic Forecast: “From Headwinds to Tailwinds”

- Steady, moderate growth nationwide in the 2%+ range; Fed will raise interest
rates accordingly

« Somehow 2018 will be hotter than 2017 in the Bay Area as the region
continues to run ahead of the rest of the nation

Market Summary > Dow Jones Industrial Average

INDEXDJX: .DJI
 X-factors 24,361.45 29154 (155%) ¢
d N ati O n a.I p O I i C i eS 1 day 5 days 1 month 1 year 5 years Max

* International dynamics

- Resilience to natural disasters \/\N/\’\

* Also ... no one actually knows

QOpen 24,606.59 Low
High 24,635.18

—> Financial news, comparisons and more
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2018 COMMERCIAL REAL ESTATE OUTLOOK

San Francisco Construction Rent
Bay Ared (017102018 Completions Growth

| TS +25% to 12 msf
3 °* OFFICE o (cydical high: 65% pre-leased) O S5t

+17% to 13k units
(cydical high) ° §in.080

+3%102.5msf Q) 0-2%

(well below demand levels)

» " f*
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Not Much to Talk About, Eh?

SPECIAL REPORT

COMMERCIAL  /: B!
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PIPELINE i dr Y

{1 21} &
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