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As the gray pall of winter
fades into our memory
banks, and the renewal of
life that spring beckons
arrives, advocacy groups from across the country
converge in Washington D.C. to plead the wisdom
of their causes to the new Congress. I participated
in several of these expeditions last month and found
the tone in Washington interesting. Sequestration
was raw in the minds of our representatives, leav-
ing some to openly question why the transportation
sector was demanding more when we have a bill
in place for now. However, there remains general
agreement that investment in infrastructure, whether
transportation, water conveyance, or otherwise, is
a high priority for the nation. Let’s face it, we all
understand that safe, well maintained, and intercon-
nected roads and transit systems, as well as clean
water and a robust power grid, are essential ele-
ments to the quality of life to which we all aspire.
In fact, these tenants extend beyond our individual
comfort to providing the baseline from which our
nation can position itself to remain a force in the
global economy in whatever form it is defined, as
it rebounds from the recession that has gripped it
for so many years.

You may recall that in the last issue of the QER, I
lamented the lack of secure funding sources at the
state and federal levels. While there appears to be
a bipartisan focus in Congress on securing adequate
funding to at least maintain current funding levels
over a five or six year successor bill to Moving
Ahead for Progress in the 21st Century (MAP-21),
the challenge lies with how to accomplish that seem-
ingly daunting task. Stark differences in approach
obviously exist mirroring political ideologies, yet
the tenor in the halls remains optimistic that solu-
tions can be chiseled out from the stone facades
defining today’s party lines. Assuming that this
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n 2013, the Inland Empire’s growth will again shift into a slightly

higher gear. The data indicate that the recovery will move up from
23,025 jobs created in 2012 to an estimated 28,300 in 2013. If this oc-
curs, a total of 55,958 local jobs will have been created in 2011-2013.
That would be 37.7% of the -148,425 lost from 2008-2010 during the
Great Recession (Exhibit 1). Average annual 2013 employment is
forecasted at 1,195,400, up 2.4%. This follows a 2012 gain of 2.1%
(Exhibit 2). Unemployment is forecasted to be 9.5% in March 2014,
down from 10.5% in March 2013.

U.S. GROWTH

The U.S. economy supplies the ocean of forces affecting its regions.
In 2008-2010, the country lost -8,736,000 jobs (—6.8%). It has gained back
5,787,000 jobs or 66.2% of those from March 2010 to 2013 (Exhibit 3).
Unemployment peaked at 10.0% in October 2009. It was down to 7.6%
in March 2013. Meanwhile, the use of production capacity remains low at
78.5% in March 2013, up from the record low of 66.9% in June 2009 but
below the 82.5% considered full capacity. In 2013, GDP is forecasted to
only grow 2.4% according to the Wall Street Journal’s survey of private
economists. That provides a weak framework for national job growth
since growth of 3.0% is consider “normal.”

WAGE & SALARY JOB CHANGE
Inland Empire, Annual Average, 1984-2013e
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Sources: CA Employment Development Department, Economics
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With a large share of workers and productive capacity unused, the
Federal Reserve has been able to keep interest rates low without fear
of inflation. The overnight federal funds rate is nearly at zero (April
2013: 0.12%). The 10-year bond was a low 1.72% in April 2013 which

Continued on page 2
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allowed a low 30-year mortgage rate of 3.41%. Until recently,
the value of the U.S. dollar was generally falling. It is still
doing so against the Chinese Yuan but has risen against the
Yen and Euro. Where U.S. exports were becoming cheaper
to most foreign buyers, that picture is now more mixed. The
key national difficulty in 2013 is the federal picture due to
Congressional actions on the budget deal and sequester. While
lower federal spending is helpful to the debt, the timing of
the declines will likely dampen U.S. economic growth and
job creation.

INLAND EMPIRE ECONOMIC BASE

The four sectors that normally power the Inland Empire’s
economic base are being somewhat helped by the national
environment with logistics the primary beneficiary. Thus, the
number of imported containers entering through the ports of
Los Angeles and Long Beach is moving closer to record highs,
while a weaker dollar vis-a-vis Asia has led to record volumes
of containerized exports. Combined, two-way port volume is
headed for a record 11.1 million 20-foot equivalent containers
in 2013 (Exhibit 10). Meanwhile, the expansion of e-commerce
has caused even conventional retailers to begin aggressively
embracing Amazon.com’s creating and staffing regional fulfill-
ment centers. With its available land for large facilities, many
of these are locating in the Inland Empire. Their ultimate goal
is to respond to on-line consumers with same-day deliveries.
Logistics job growth thus remains strong. The sector added
4,500 jobs in 2012 and is up another 5,833 in first quarter 2013
(see Exhibit 6).

Health care was the only Inland Empire sector to expand
employment through the recession. That growth continues with
out-patient clinics, medical offices hospitals, and nursing homes
hiring workers. The sector added 4,900 jobs
in 2012 and is up another 4,100 in first quarter
2013. Propelling this expansion has been 2
the increasing demand from the 1,035,970
people added in the region from 2000-2012

Sector

only 5,200 (0.4%) (Exhibit 11). Locally, Cal State San Ber-
nardino’s Purchasing Managers Index stood at 59.7 in March
2013, among its highest readings. This indicates a desire by
local manufacturing executives to expand production. The
question is whether this will translate into hiring, given the
regulatory stresses affecting them.

Construction has generally been one of the Inland Em-
pire’s strongest job creators. However, it has faltered since
2006. From 2006-2012, the region lost a net of 118,200 total
jobs, with construction off -66,300, or 56.1% of the area’s
loss. In 2012, construction job growth returned, up 2,200.
However, it has started 2013 down -800 jobs. That said, the
sector’s environment is improving. New home sales reached
1,324 units in first quarter 2013, up 38.3% (Exhibit 14).
New home prices were up 10.2%, showing some devel-
oper pricing power. Existing home prices also rose 20.2%
(Exhibits 13 & 15). Importantly, with rising prices, the share
of homeowners with underwater mortgages has fallen to
357%. It was 54.9% in late 2009 (Exhibit 9). Meanwhile,
construction workers have benefitted from infrastructure and
industrial projects. In 2013, the sector should strengthen in
2013, but only a little.

In first quarter 2013, the Inland Empire’s population-serv-
ing sectors including eating and drinking (7,267), amusement
(3,200), other services (2,367) and retailing (/,900) are now
clearly in recovery mode (see Exhibit 6). This is the case as the
larger amounts of the money flowing into the region from basic
sectors like logistics and medical care are being re-spent locally.
However, growth remains muted because of the restrained
inflow of funds via construction and manufacturing and the
extreme difficulties facing all levels of government (-2,933).
Here, the inland area is like an Old Western gold mining town

EMPLOYMENT FORECAST BY SECTOR & GROUP
Inland Empire, 2013e

2011 2011-2012
Change

2012 2012-2013

Forecast

Percent 2013e  Percent

50,200 3.5% 2,000 52,200 4.0%

2

(25.8% of California’s 4,090,106 new resi-
dents). Despite the sector’s job growth, the
Inland Empire remains underserved with one
health care worker for every 38.5 residents
versus the state’s average of 28.6. That fact,
combined with the poor public health metrics
of the inland area means that health care
employment will continue growing.
Manufacturing has had a small but posi-
tive impact in bringing outside monies into
the Inland Empire’s economy. The sector
added 1,500 jobs in 2012 and is up another
267 in first quarter 2013. Here, the restrained
growth is due to state policies that tend to
discourage expansion. Thatis seen in that the
U.S. created 490,000 (4.3 %) manufacturing
jobs from 2010-2013 while California added
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Mgmt, Professions & Supply Chain48,500
Higher Education 0!
Other Higher Paying

Local Government

Federal & State Government

6,800
75,700
39,600
Clean Work, Good Pay 187,500

Health Care 109,500
Financial Activities 39,900
Local Public/Private Education110,900
Administrative Support & Info 55,300
Clean Work, Moderate Pay 315,600
Distribution & Transportation 107,500
Manufacturing 85,100
Construction 59,000
Dirty Work, Moderate Pay 251,600
Hotel, Amusement, East & Drink124,000
Retail Trade 158,500
Other Services 39,100
Employment Agcy 38,400
Agriculture 14,900
Social Assistance 13,900
Low Paying Work 388,800

Total, All Industries 1,143,500

1,700
0

200
(1,600)
(1,400)
(1,100)
4,900
900
1,200
(800)
6,200
4,100
1,500
2,200
7,800
5,500
3,200
1,300
0

200
500

10,700
23,600

16,900
7,000
74,100
38,200
186,400
114,400
40,800
112,100
54,500
321,800

111,600
86,600
61,200

259,400

129,500

161,700
40,400
38,400
15,100
14,400

399,500

1,167,100

0.0%
2.9%
2.1%
-3.5%
-0.6%
4.5%
2.3%
1.1%
-1.4%
2.0%
3.8%
1.8%
3.7%
3.1%
4.4%
2.0%
3.3%
0.0%
1.3%
3.6%
2.8%

2.1%

1,000
100
(1,000)
(1,500)
600
4,500
2,000
1,800
1,000
9,300
6,500
1,000
800
8,300
4,000
3,200
1,800
1,000
100

0

10,100
28,300

17,900
7,100
73,100
36,700
187,000
118,900
42,800
113,900
55,500
331,100
118,100
87,600
62,000
267,700
133,500
164,900
42,200
39,400
15,200
14,400
409,600

1,195,400

5.9%
1.4%
-1.3%
-3.9%
0.3%
3.9%
4.9%
1.6%
1.8%
2.9%
5.8%
1.2%
1.3%
3.2%
3.1%
2.0%
4.5%
2.6%
0.7%
0.0%
2.5%

2.4%

Columns may not add due to rounding
Source: CA Employment Development Department, Economics & Politics, Inc.
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with some mines bringing lots of money to town but others in
trouble. Local population serving sectors (like general stores,
saloons) are thus expanding, but modestly.

CALIFORNIA’S GROWTH

In 2012, California added 308,900 jobs, up 2.1% versus
0.9% in 2011. This has brought California’s wage and salary em-
ployment back to its 2000 level. The state added another 304,233
jobs in first quarter 2013 (2./%), indicating a continuation of
modest job growth into this year (Exhibit 7). In first quarter
2013, the state sectors most crucial to the Inland Empire saw job
gains in construction (38,667; 6.9 %), logistics (35,733, 3.3%)
and health care (30,000, 2.3 %), but manufacturing contracted
(-2,773; -0.2%). Importantly, the Inland Empire’s growth has
so far exceeded the state in logistics, health care and manufac-
turing in early 2013 (see page 5). However, though construction
grew statewide, it contracted in the inland area.

QER 2013 FORECAST

The 2013 Inland Empire forecast is for a gain of 28,300
jobs (2.4%), to 1,195,400. The area’s March 2013 unemploy-
ment rate of 10.5% (worst among major metropolitan areas)
should drop to 9.5% partially through local expansion and partly
from jobs taken by commuters working in coastal counties.
These estimates were created sector by sector based upon local
trends, with allowance for the area’s strengths and weaknesses
plus its relationship to California and U.S. trends (Exhibit 2).
All four broad areas of economic activity are expect to grow.

1. Clean Work, Good Paying (Over $65,000). The
Inland Empire’s better paying sectors are expected to add 600
jobs in 2013 or 0.3%. This will start to reverse the loss of -1,100
positions in 2012 (-1.8%). Managers and professionals will add
jobs as these sectors are recovering faster than the economy
generally (2,000; 4.0%). Higher education will increase by
1,000 jobs (5.9%) after being flat in 2012. Mining and utili-
ties will add 100 positions (1.4 %) with the recovery. However,
funding issues will hurt local governments (-1,000, -1.3 %) and
federal and state government (-1,500; -3.9%).

2. Clean Work, Moderate Paying ($40,000-$65,000).
In 2013, the traditional office based and white collar sectors will
add 9,300 jobs or 2.9%. Health care will grow by 4,500 jobs
(3.9%) as the sector continues playing catch-up with previous
population growth. Financial activities will expand by 2,000
positions (4.9 %) with small banks growing and a stronger real
estate market helping real estate and allied firms. Large banks
are likely to see further shrinkage. Fortunately, local K-12
schools are growing again and should add 1,800 workers as
some funding is restored (/.6%). Administrative support and
information sectors will expand, up 1,000 jobs, as companies
need added support in a modestly growing economy (1.8 %).

3. Blue Collar, Moderate Paying ($40,000-$65,000).
The Inland Empire’s modestly educated labor force and lower
costs for homes and industrial facilities have historically caused
moderate paying blue collar firms to be its fastest growing sec-
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tors. In 2013, some of this strength remains with the combined
group expected to add 8,300 jobs (3.2%). Logistics will grow
by 6,500 workers (5.8%) with the increases in international
trade and the rise of fulfillment centers. Manufacturers will
see 1,000 more jobs (1.2%) as a gain in product demand over-
comes their reluctance to hire. The construction sector is likely
to have a small gain in residential activity given the growing
shortage of available homes for families and rising new home
prices. Industrial building should pick up, as the vacancy rate
(6.2%) is very low. Infrastructure activity will continue, given
the availability of local sales tax revenues. However, a 20.9%
office vacancy rate means virtually no high rise construction.
Together, those considerations mean construction job growth
is forecasted to increase a modest 800 jobs (1.3 %).

4. Lower Paying ($15,000-$35,000). Like most U.S.
areas, the Inland Empire’s largest sectors are those paying low
average incomes. In 2012, they added 10,700 jobs (2.8%). In
2013, they are expected to add another 10,100 jobs or 2.5%.
The local hotel, amusement and restaurant sectors are expected
to gain 4,000 jobs (3.1%) in part because of increasing tour-
ism in the Coachella Valley. Retailing will finally see some
improvement (3,200 jobs, 2.0%) as stores increase their hir-
ing in the wake of retail sales growth of 10.7% in 2011 and
9.2% in 2012. Similarly, with the inland area’s growing eco-
nomic base, other services activity will increase (1,800 jobs;
4.5%). Employment agency growth will be somewhat limited
(1,000 jobs; 2.6%) as more firms hire full time with the re-
covery maturing. The dollar’s low value vis-a-vis Asia means
agricultural activity should increase, though added efficiencies
will limit its job growth (100 jobs; 0.7%). With the recession
starting to end, social assistance will likely be flat.

SUMMARY

In 2013, the Inland Empire economy should gain 28,300
jobs (2.4%), after adding 23,025 in 2012 and 4,633 in 2011. The
expansion will continue partly because of the area’s traditional
advantages for blue collar sectors (undeveloped land, modestly
priced labor, growing population), though an expansion of these
sectors will be hampered by the legacy of the mortgage crisis
and California’s adversarial regulatory environment. Health care
will remain a bright spot given the needs of a population that is
younger and only modestly well off. Tight public budgets will
mean further governmental job losses. With these influences
impacting the local economic base, the inland area’s population
serving sectors will grow again, but modestly. W

For further information on the economic
analysis in the QER, visit Dr. John Husing’s
website at:

www.johnhusing.com

You'll also find pages on Dr. Husing's
background, speaking engagements,
downloadable presentations, adventures,
and other items of interest.
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JOB CREATION OR DESTRUCTION
U.S., 1998-2013, Seasonally Adjusted (000)
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Source: U.S. Bureau of Labor Statistics

U.S. Job Creation. The deep 2008-2010 U.S. recession
eliminated —8.76 million jobs (-6.8%). However, from March
2010 to 2013, the economy created a net of 5.79 million jobs.
That represents 66.2% of the jobs that were lost. It means that
the ocean of national forces affecting local economies like the
Inland Empire, while positive, continue to provide only slow
but steady boosts to employment. This situation is likely to
be the norm for the foreseeable future. In this period, private
firms added 6.44 million jobs or enough to eliminate 73.6% of
the jobs lost. However, the public sector lost -648,000.

UNADJUSTED UNEMPLOYMENT HISTORY
U.S., Inland Empire, 2001-2013
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Source: U.S. Bureau of Labor Statistics, CA Employment Development Department

Unemployment Rates. The raw U.S. unemployment rate
was 8.1% in March 2013, a traditionally difficult month. With
seasonal adjustments, the official rate was 7.6%, lowest since
December 2008. The raw Inland Empire rate was 10.5%, also
the lowest since December 2008. The rate was 2.4% above the
8.1% national average, but the gap is narrowing. The rate fell
from 12.4% in March 2012 as 34,900 more people found jobs
and just 200 gave up looking, causing the number of unemployed
to fall -35,000. In February 2013, the inland area still had the
worst unemployment rate (10.8%) among major U.S. metropoli-
tan areas. Chicago (/0.4%) and Los Angeles (10.3%) were next.

5 JOB CHANGES
California Markets, January-March, 2012-2013

304,233

173,433

130,800

25233 31167 32933

(1,767)
Imperial  Ventura  Inland SanDiego Orange Los Angeles Southern California Northern
Co. Co. Empire Co. Co. Co. California California

Source: CA Employment Development Department

Job Gains in Early 2013. The Inland Empire added 25,233
wage and salary jobs from January-March 2012-2013. This
compared to 16,167 a year ago. Southern California’s total
growth of 173,433 jobs was up from 97,667 a year ago, indi-
cating that that the region’s overall economy is growing faster.
By market, Los Angeles County (81,233) added the most jobs,
followed by Orange County (32,933) and San Diego County
(31,167). The inland area’s 2.4% growth rate for March 2013
was its fastest for a March since 2006.

6 INLAND EMPIRE GROWING & DECLINING SECTORS
Eating & Drinking

Average January-March 2012-2013
e—
Distribution & Transportation 5,833

Health Care 4,100
Mgmt & Professions 3,700

Amusement 3,200
Other Services 2,367
Retail Trade 1,900

Financial Activities 1,867
K-12 Education 833
Higher Education 500
Admin. Support 333
Agriculture 333
Manufacturing 267
Accommodation 133
Utilities (33)
Mining (33)
Social Assistance (167)
Publish, telecomm, Other (233) 1
Construction (800) Iy
Federal & State (1,333)
Local Government (1,600)

Employment Agcy (3,200) I

Source: CA Employment Development Department

Total Job Changes
27,100 Private
-1,867Public
25,233Total

Growing & Declining Sectors. The Inland Empire added 25,233
jobs from January-March 2012-2013. Employment growth was
quite diverse, led by four different types of sectors. The lower
paying eating & drinking sector was up 7,267 positions. Distribu-
tion and transportation, a modest paying blue collar sector was next,
adding 5,833. Health care, a modest paying group, was up 4,100.
Higher paying management, professional, technical and scientific
firms grew by 3,700 jobs. Of other key sectors, K-12 (833) and
higher (500) education turned positive as did manufacturing (267).
Construction lagged (-900) while the big losers were government
(-2,933) and employment agencies (-3,200).
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COMPARISON OF INLAND EMPIRE VS. CALIFORNIA JOB CHANGES

7 JOB CHANGE & SHARE OF LOSSES

n first quarter 2012 v. 2013, the Inland Inland Empire & California, January-March, 2012-20

Empire gained 25,233 jobs, up 2.2%,
while California added a net 304,233 jobs, up
2.1% (Exhibit 7). Employment growth in the
region represented 8.3% of the jobs created
in the state. That said, there were 12 sectors
in which the area’s growth rate exceeded
California’s rates and 10 where it fell short.
This is determined by subtracting the growth
rates for California from those of the inland
region by sector (Exhibits 7-8).

Sector
Amusement

Other Services
Eating & Drinking
Financial Activities

Health Care

K-12 Education
Agriculture

Retail Trade
Manufacturing
Accommodation
Higher Education
Mining

Federal & State
Local Government
Admin. Support
Social Assistance
Utilities

INLAND EMPIRE STRENGTH

There were nine sectors in which the In-
land Empire’s growth exceeded that of Cali-
fornia by one percent or more. The strongest
performing sectors in the Inland Empire were
lower paying amusement (up 18.8% v. 9.7%)
and higher paying management and profes-
sions (8.2% v. 3.6%). Next were lower paying
other services (up 6.0% vs. 1.5%) and eating
and drinking (7.5% v. 4.2%). They were fol-
lowed by modest paying financial activities

Construction
Employment Agcy

Lower Paying Jobs
Total, All Industries

Clean Work, Good Pay

Mgmt & Professions

Distribution & Transportation

Publish, telecomm, Other

Clean Work, Moderate Pay

Dirty Work, Moderate Pay

IE: Job Change % Change CA:Job Change % Change % Change: IE (less) CA

3200  18.8% 23,633 9.7% 9.1%
3,700 8.2% 46,900 3.6% 4.5%
2,367 6.0% 7,667 15% 4.5%
7.267 7.5% 46,300 4.2% 3.3%
1867 4.7% 16,367 21% 2.6%
5,833 5.2% 35733 3.3% 1.8%
4,100 3.6% 30,000 2.3% 1.3%

833 0.7% (4,600) -0.4% 1.1%
333 2.4% 4,400 1.4% 1.0%
1,900 1.2% 9,967 0.6% 0.5%
267 0.3% (2,739) -0.2% 0.5%
133 1.0% 1,233 0.6% 0.3%
500 2.8% 11,233 3.0% -0.1%
(33) -2.9% (767) -2.6% -0.2%
(1,333) 35%  (10,839) 2.1% -1.3%
(1,600) 2.1% (1,700) -0.2% -1.9%
0.8% 16,933 3.1% 2.4%

-1.2% 3,667 1.6% 2.7%

-0.6% 1400 2.4% -3.0%

2.0% 7,967 1.9% -3.9%

-1.4% 38,667 6.9% -8.3%

-8.9% 22,800 6.4% -15.3%

2.1% 66,667 1.6% 0.5%
3.0% 119,667 2.7% 0.4%
2.2% 304,233 21% 0.1%
2.1% 71,667 2.5% -0.4%
0.7% 46,233 1.5% -0.9%

(4.7%v. 2.1%), distribution and transportation

(5.2%v. 3.3%) and health care (3.6% v. 2.3%). Lowest of growth
over 1% were modest paying K-12 education (0.7% v. -0.4%)
and lower paying agriculture (2.4% v. 1.4%).

SIMILAR GROWTH

In five sectors, Inland Empire and California growth were
within 1% of each other. In three, the local area performed better
than the state: lower paying retail trade (1.2% v. 06 %), modest pay-
ing manufacturing (0.3 % v. -0.2 %) and lower paying accommoda-
tion (1.0% v. 0.6%). Intwo high paying sectors, the Inland Empire
performed slightly poorer: higher education (2.8% v. 3.0%)
and mining (-2.9% v. -2.6%).

INLAND EMPIRE WEAKNESS

There were eight sectors in which Inland Empire sectors un-
derperformed California by over 1.0%. The weakest performance
was among lower paying employment agencies (-8.9% v. +6.4%),

8 JOB GROWTH ADVANTAGES & DISADVANTAGES
Inland Empire vs. California, By Sector, January-March 2012-2013

Amusement

Mgmt & Professional
Other Services
Eating & Drinking
Financial Activities
Distribution & Trade
Health Care

Other Education
Agriculture

Retail Trade
Manufacturing
Accommodation
Higher Education

Mining
Federal & State
Local Government
Admin. Support
Social Assistance
) Utilities
Publish, Telecomm
Construction
Employment Agcy -15.3%

Source: CA Employment Development Department
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Note: Columns may not add due to rounding ~ Source: CA Employment Development Department

though the local data appear questionable. The weaknesses in mod-
est paying construction (-1.4% v. - +6.9%) and high paying utilities
(-0.6% v. 2.4%) reflected the inland area’s lack of building and
new household formation. The modest paying information sectors
(2.0% v. +1.9%) shows the lack of local info-tech firms. The poor
performance of higher paying local government (-2.1% v. -0.2%)
and federal and state government (-3.5% v. -2.1%) underscore the
greater loss of tax revenues locally. Lower paying social assistance
(-1.2% v. +1.6%) performed poorly due to the inadequacy of
funding to local non-profits.

JOB GROWTH

There was a divergence between the inland sectors that out-
performed California and those that created the most local jobs.
The lower paying eating & drinking sector ranked first in inland job
growth (7,267) but only ranked fourth in outperforming the state,
doing soby 3.3%. The modest paying distribution and transportation
group ranked second in local jobs creation (5,833) but only exceeded
the state’s growth rate by 1.8%. And, the modest paying health care
group was third in local job creation (4, 100) but just exceeded the
state’s growth by 1.3%. The higher paying management and profes-
sional sectors were third in inland job growth (3,700) and ranked
second in outpacing California, doing so by 4.5%.

SUMMARY

The message from these data is that the composition and
performance of job growth in the sectors of the Inland Empire’s
economy appears to diverge substantially from that of California.
Yet, the overall growth is similar (2.2% v. 2.1%). California’s
performance is thus crucial to job growth in the region but the
form of that growth is quite distinctive. H
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1 IMPORT & EXPORT CONTAINER VOLUME, 2000-2013e
Ports of Los Angeles & Long Beach (mil. teus)

SHARE OF MORTGAGE UNDERWATER
Inland Empire, 4th 2009-102013
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Source: CoreLogic Market Pulse

Underwater Homes. According to CoreLogic, the share of
the Inland Empire’s single family detached homes on which
families owe more than their current market value plunged to
35.7% in first quarter 2013. This occurred largely because
home prices have soared in response to high investor demand
for local homes as rentals. The share that are underwater is
down from 54.9% that existed in fourth quarter 2009. As the
share declines, this moves the area closer to the time when
residential construction will be revived. Still, more than one
in three homeowners has abnormally high mortgage payments
that are suppressing their spending in the local economy.

M import Export

6.8

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Port Import Export Reporting Service (PIERS), collected from Vessel, LA-LB for 2011-2013
2013 = Based upon experienced Year to Date, February

Port Import & Export Volumes. One of the key drivers of
the Inland Empire’s economy is the volume of cargo flowing
into and out of the ports of Los Angeles and Long Beach. In
2013, the two ports have seen a strong performance. Imported
containers returned to 7.2 million 20-foot equivalent containers
(teus) in 2012 and have started 2013 headed for well above
that level. Exported containers tied a record in 2012 and are
poised to exceed it in 2013. These data bode well for inland
logistics employment as much of this cargo is processed in
local warehouses.

11 MANUFACTURING JOB TREND
U.S. & California, 2 |
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Sources: U.S. Bureau of Labor Statistics, CA Employment Development Department

U.S. vs. CA Manufacturing Growth. A sector that has tra-
ditionally done well in the Inland Empire is manufacturing.
The area’s cost of leased space, available blue collar workforce
and somewhat lower labor costs are the most competitive in
Southern California. However, California’s regulatory environ-
ment has suppressed the sector’s growth. The result is seen in
that nationally, the U.S. created 490,000 manufacturing jobs
from 2010 to early 2013, yet California gained just 5,200 in
this period, putting its growth at just 0.4%. For this sector to
return to its key role for the inland area, reform of the regulatory
environment would appear to be a requirement.

1 DIRECT INVESTOR PURCHASE OF FORECLOSURE SALES
Inland Empire, 2007-2013
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Investor Direct Purchases of Foreclosed Homes. Normally,
today’s low home prices and modest interest rates would allow
families to move back into the residential market. However,
Wall Street investment firms have issued securities and amassed
billions in funding to buy homes. Their intent is to rent them
for extended periods before selling them for a capital gain. In
March 2013, investors took 57.8% of the homes made available
through the foreclosure process before they ever reach the open
market. That strategy is cutting local families and realtors out
of the market. In any case, families cannot compete with all
cash offers by investors.
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1 3 SINGLE FAMILY HOME PRICES
1st Quarter, 2012-2013

1st Qtr-12  1st Qtr-13 % Chg.
NEW HOMES Area
$303,250 $311,500  2.7%
265,000 343500 29.6%
350,000 405,000 15.7%
554,500 667,500 20.4%
402,500 475,000 18.0%
339,500 395,000 16.3%
$364,000 $428,700 17.8%
EXISTING HOMES
$190,000  $230,250
149,250 175,000
308,000 370,000
455,000 540,000
345,000 395,000
380,000 430,000 13.2%
$283,600  $342,600  20.8%

County

Riverside

San Bernardino
Los Angeles
Orange

San Diego
Ventura

So. California

Victor Valley
SB Mountains
SB Desert

SAN BDNO COUNTY

21.2%
17.3%
20.1%
18.7%
14.5%

Riverside

San Bernardino
Los Angeles
Orange

San Diego
Ventura

So. California

Coachella Valley
Riverside Rural
Moreno Valley
RIVERSIDE COUNTY

INLAND EMPIRE

Chino, CHill, Mtcl, Ont, RC, Upl 99 199
Fontana, Rialto, Colton, GT
San Bernardino, Highland

Redlands, Loma Linda, Yucaipa 16 16 0.0%

Beaumont, Banning, Calimesa 31
Murrigta, Temecula, L. Elsinore, Wildomar 214
Perris, Hemet, S. Jacinto, Menifee 106 161
Corona, Norco, Eastvale
Riverside, Jurupa Valley

14 HOME DEED RECORDINGS
Inland Empire, 1st Quarter, 2012-2013

NEW HOMES

EXISTING HOMES
1st 13 % Chg. Area 1st12 1st13

101.0% Chino, CHill, Mtcl, Ont, RC, Upl 1,122 1,247 11.1%
78.8% SB Desert 410 452 10.2%
13.5% SB Mountains 572 614 7.3%

Redlands, Loma Linda, Yucaipa 418 440 5.3%

San Bernardino, Highland 672 659 -1.9%

Fontana, Rialto, Colton, GT 1,149 989  -13.9%

Victor Valley 1,327 1,125 -152%

SAN BDNO COUNTY 5670 5526 2.5%
Corona, Norco, Eastvale 806 855 6.1%
Coachella Valley 1,376 1,400 1.7%
Murrieta, Temecula, L. Elsinore, Widomar 1,452 1,440 -0.8%
Perris, Hemet, S. Jacinto, Menifee 1,645 1,531 -6.9%
Beaumont, Banning, Calimesa 335 306 -8.7%
Riverside, Jurupa Valley 1,061 922 -131%
Moreno Valley 615 526  -14.5%
Riverside Rural 683 53  21.7%

RIVERSIDE COUNTY 7973 7515 -5.7%

1st 12 % Chg.

33 59
37 42

88 83 -5.7%
7 5 -286%
12 7 -M7%

292 40.8%
112.9%
63.1%
51.9%
117 47.0%
42 48 14.3%
74 -8.6%

36  -37.9%

7 -56.3%

913 37.3%

1,324 38.3% INLAND EMPIRE 13,643 13,041 -4.4%

Source: Dataquick

Source: Dataquick

INLAND EMPIRE: HOUSING VOLUMES FLAT, EXISTING HOME PRICES RISING

In first quarter 2013, the Inland Empire recorded 16,585 season-
ally adjusted existing and new home sales. Volume has bounced
between 15,000-17,000 units for 11 quarters. This is occurring as
the market is being fundamentally driven by foreclosures and short
sales. Importantly, 35.7% of local homeowners remain underwater
(down from 54.9 % in fourth quarter 2009) and unable to sell their
homes or become move-up buyers (Exhibit 9). With investors
buying over half of foreclosed homes before they reach the market
(Exhibit 12), and a significant share afterward they do so, existing
home are prices are now 32.4% above their second quarter 2009
low. New home prices are back by 19.9% (Exhibit 15).

SALES

Riverside County had 7,515 existing home sales in first quarter
2013, down -5.7% from 2012. As recordings come at the end of
escrow, this included many sales from fourth quarter 2012. Corona-
Norco-Eastvale had the largest percentage gain, up 6.1% to 855
sales. Perris, Hemet, San Jacinto, Wildomar was the volume leader
(1,531 sales; -6.9%). The county recorded 913 new home sales in
first quarter 2013, up 37.3% from 2012 (Exhibit 14). The Pass Area
led, growing 112.9% to 66 units. The volume leader was Murrieta,
Temecula, Lake Elsinore, Wildomar (349 sales; up 63.1%).

1 PRICE TRENDS, NEW & EXISTING HOMES
Inland Empire, 1988-2013, Quarterly
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San Bernardino County’s existing home sales fell to 5,526
units, off -2.5% from first quarter 2012. The area west of the
I-15 had the largest sales volume (/,247) and led the county in
percentage gain (/1.1%). The county’s first quarter 2013 new
home sales rose to 411 units, up 40.8% from 2012. West of the
I-15 again had the best performance, leading in volume (/99)
and percentage increase (101.0%).

PRICES

Riverside County’s first quarter 2013 median new home
price was $311,500, up 2.7% from $303,250 in 2012 (Exhibit 13).
It was down from $326,500 the prior quarter. The county’s
median existing home price was $230,250, up 21.2% from
$190,000 in 2012 and up from the prior quarter’s $222,750. San
Bernardino County’s median new home price was $343,500 in
first quarter 2013, up 29.6% from 2012 ($265,000) and above
the prior quarter’s $326,500. Its existing median home price of
$175,000 was up 17.3% from 2012 ($149,250) and first quarter’s
$174,000. Southern California’s first quarter 2013 new home
price of $428,700 was up 17.6% from 2012 ($364,000). The
region’s existing home price of $342,600 was up 20.8% from
$283,600 in 2012.

Note: The Inland Empire’s median price for all homes (not
shown) is much cheaper than for Southern California’s coastal
counties. Differences range from $156,000 versus Los Angeles
County to $337,000 to Orange County.

THE NEAR TERM FUTURE

With investors playing a heavy handed role in the market,
families are being cut out of the Inland Empire’s housing market.
That said, the high levels of investor demand have soaked up the
excess inventory of existing homes. This has created a shortage
of those for sale and driven prices back to their second quarter
2003 level. As aresult, developers are testing the market again
resulting in small gain in volume and some increases in pricing. ll
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SAN BERNARDINO ASSOCIATED GOVERNMENTS

Continued from front page

Congress, or perhaps the next, is able to craft solid legislation to
guide transportation into the latter half of this decade, our attention
turns again to the state. The reality here is that it remains unlikely
that we will see any movement to enhance revenues identified for
transportation. Thus, the onus rests largely on the self-help county
model, of which San Bernardino ascribes through Measure I, to fund
important transportation projects that reduce congestion and resulting
pollutants affecting our quality of life.

SANBAG’S 40 YEAR HISTORY

San Bernardino Association of Governments (SANBAG) is celebrat-
ing its 40th anniversary this year. Formed in 1973 as a Council of
Government (COG), SANBAG was created as the County’s own
sub-regional planning agency so it could have a voice at the table of
Southern California’s regional planning agency, the Southern Califor-
nia Association of Governments — also known as SCAG. The new
county agency was to serve as a forum for consideration, study, and
recommendation on countywide regional problems and to explore
all practicable avenues for intergovernmental cooperation. At that
time, there were only 14 incorporated cities in the county; today
there are 24 cities. The five County Supervisors were part of the
original Board of Directors and they continue in that capacity today.
The newly-formed SANBAG Board began meeting monthly. “That
kind of collaboration had never taken place on a monthly basis in the
past,” stated Wes McDaniel, who served as SANBAG's first executive
director from 1973-1996.

In 1976, SANBAG was declared San Bernardino County’s Transpor-
tation Authority, following the California Legislature’s formation of
the California Transportation Commission (CTC). Ten years later,
SANBAG set out to pass its own local ¥2 cent sales tax measure dedi-
cated for transportation funding in the county. In 1989, county voters
approved Measure I as the vehicle to finance important transportation
projects for 20 years, from 1990-2010. Fifteen years later, in 2004,
county voters overwhelmingly approved the renewal of Measure [

by an 80% majority. This time, Measure I would continue for thirty
years, commencing in 2010.

SUCCESSES

As SANBAG reflects on its first 40 years, it also celebrates the
largest number and largest total dollar value of projects in the works
throughout its history. All projects in construction, going to con-
struction soon, and on the drawing table combine for a grand total
of approximately $3.8 Billion in investment in transportation across
the county. These are all multi-year projects.

The total value of projects currently in construction is $1.7 Billion,
projects proceeding to construction this year total $703 Million, and
projects currently working through the environmental and design
process and starting construction within the next few years total $853
Million. In addition to these major projects, we have $606 Million
in projects related to Commuter Rail and Transit improvements.
SANBAG’s annual operating budget is appoximately $750 Million
per year. SANBAG is undoubtedly an economic engine within San
Bernardino County, thanks to the vision of county leaders and the
voters in passing Measure I initially and again with its renewal.

SANBAG creates solutions that transcend local boundaries. Our
Board of Directors comes together every month to identify needs,
set priorities, seek and approve funding, and oversee all planning.
Every resident in the county is represented by their elected official
serving on the SANBAG Board of Directors.

We will celebrate our 40th Anniversay at the 3rd Annual SANBAG
General Assembly on June 20, 2013, at the Ontario Convention Center.
Photos representing our first 40 years will be on display then. For
more information, go to SANBAG’s website: www.sanbag.ca.gov

Raymond W. Wolfe, Ph.D.
SANBAG Executive Director

 Governments |
SANBAG

Working Together

1170 W. 3rd Street, Second Floor, San Bernardino, CA 92410-1715

SANBAG, or San Bernardino Associated Governments, is a
Council of Governments and the Transportation Authority for
San Bernardino County. The governing Board of Directors is
comprised of representatives from each of the 24 cities in the
County and all five County Supervisors. For more information,

go to: www.sanbag.ca.gov
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