











Risks to the Forecast

The baseline forecast calls for the U.S. economy to
grow very slowly—Dby less than 2% during 2008 and
2009. Consumer spending will follow a similar
pattern, except for automotive and housing related
purchases which will decline in both years. Exports
and government spending should continue growing at
a reasonably good pace, which will help to offset the
expected moderation in business investment spending
and the problems of the housing sector. With the
economy in a slow-growth mode, employment will
decline and unemployment will increase. Inflation
has accelerated but so far is mostly a problem of rising
energy and food prices.

A number of uncertainties make forecasting the U.S.
economy especially difficult. We have made several
assumptions in the LAEDC forecast that might turn
out to be worse than expected. The most important of
these include the following:

1. The length/depth of the housing downturn.
The housing and real estate industries have a
serious inventory problem: a large stock of
unsold new and existing homes. Lender-owned
foreclosed homes are growing in many regions
and also must be sold. How low must new home
construction fall to clear the market? And how
much will home prices have to decline to entice
enough buyers back into the market (assuming
they can get a mortgage)?

Optimistic  industry  observers expect the
construction downturn to bottom out by the end of
2008. Pessimists don’t expect the industry to
bottom out until 2010. We’re pretty optimistic
(but we have our fingers crossed).

2. Bank lending. Commercial banks and thrift
institutions operate a key transmission gateway
between the troubled housing/mortgage sectors
and the rest of the economy. Already, U.S. banks
have taken big hits due to direct losses on
mortgage loans (that had to be foreclosed because
the borrowers couldn’t/wouldn’t make the
payments). Also, the value of banks’ indirect or
secondary mortgage holdings has declined along

LAEDC Kyser Center for Economic Research

Outlook for the U.S. Economy

with the capital markets’ waning interest in those
products. It’s no wonder banks have raised credit
standards and required more documentation for
would-be home borrowers.

For the forecast, the issue is not whether bankers’
stingier approach to mortgage lending will be
applied to their other business and consumer
customers; it already has. The real question is
how much bankers’ rediscovery of traditional
credit analysis (which focuses on the borrower’s
potential risk) will affect business and household
borrowing and spending for big-ticket purchases.

3. The length/depth  of auto industry
restructuring. The current economic slowdown
is exacerbated by the short-term impact of soaring
gasoline prices on vehicle demand compounded
by the “Detroit Three’s” long-term loss of U.S.
sales and market share to foreign-owned makes.
The domestic industry’s adjustment will be
difficult, as the they work with the auto union to
find the least painful way to shrink their side of
the industry (more job cuts will be needed but
how many, where and when?). Longer
adjustment plans may be less problematic for the
economy in the near-term but will hinder
economic redevelopment in the areas affected.

4. Crude oil prices. The primary forecast issue here
is whether energy prices will go even higher than
expected, or stay high longer than expected, and
slice even more deeply into consumers’
discretionary spending.

5. “Fear.” American consumers and businesspeople
are being inundated with media accounts of the
economy’s troubles and alarmist reports of
recession or worse. Surveys indicate that big
majorities of business executives and the
population at large say they’re worried about
recession. The economy will feel the impact if
consumers and business leaders act as warily as
they talk.

All of these issues can affect the economy for good or
for ill. Only time will tell.
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Major Developments in the International Economy

. MAJOR DEVELOPMENTS IN THE INTERNATIONAL ECONOMY

The world economy grew by 4.9% in 2007, down a
bit from 5.0% in 2006. Global growth will slow
further in 2008, by at least 1.0 percentage point,
reflecting slowdowns in the advanced industrial
economies.

The sagging performance of the U.S. economy is
one reason for the downturn in global economic
growth. However, other countries also are impacted
by the U.S. slowdown. Their U.S.-bound exports
have ebbed as demand for housing-related products
and big-ticket items such as auto sagged in the
United States.

Persistent inflationary pressures due to rising oil and
food prices have become a major concern across the
globe.  The challenge of anchoring inflation
expectations while limiting the downside risk of
slower economic growth is shared by central banks
everywhere, not just the U.S. Federal Reserve Bank
anymore.

Major Regions
Asia

The Asian economies contribute much to world
growth in 2008 but at a somewhat slower rate.
Though U.S.- and Europe-bound exports are
slowing, trade has picked up within the region and to
other emerging markets in Latin America. Rising
inflationary pressures from high oil and food prices
will curb both consumer and business spending.
Central banks in the region are more concerned
about the upside inflation risk than any downside
economic growth risk. In addition, governments
subsidizing oil have been forced to increase
domestic fuel prices to curb demand and reduce the
strain on their budgets.

Japan’s economy is forecast to grow by about 1.5%
in 2008, a decline from the 2.1% growth in 2007.
The second largest economy in the world is facing
several challenges at home and abroad. On the
home front, the labor market is contracting with the
unemployment rate up to 4.0% in May 2008.
Japanese consumer sentiment is extremely low, and
household expenditures are shrinking. Consumer
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spending was down by 3.2% in May 2008 from a
year ago. Inflation, though low compared to most
economies, has picked up a bit with core CPI rising
at an annual rate of 1.5% in May 2008. The biggest
increase in a decade, the uptick was mostly due to
higher oil and raw material prices. The increase in
costs in turn is dampening corporate profits, which
could result in lower business investment. Exports
to the U.S. and European nations — especially
automotive — have slowed due to high oil prices and
the economic slowdown in those regions. For
example, Toyota’s U.S. export sales declined by
21% in June 2008 compared to a year ago, the
biggest drop since 1998. On the upside, exports are
growing to China and other emerging economies in
the region. The Bank of Japan sees the downside
risk to economic growth as a more pressing concern
than the upside risk of inflation and will most likely
leave its target overnight call rate unchanged at
0.50%.

China’s economic growth rate will moderate a bit in
2008 to 9.8%, slightly lower than the strong 11.9%
in 2007. Exports to the west have slowed, but
exports to other Asian countries and strong domestic
consumption have picked up the slack. China is
facing high inflationary pressures from the persistent
rise in food, oil and commodity prices. The
consumer price index in May 2008 was up by 7.7%
over the year. The tight labor market has pushed
wages higher as well, adding pressure to
manufacturing costs. The Chinese government
controls fuel prices, which has become expensive.
To curb demand, the government cut its subsidy and
raised diesel prices by 18% in June 2008. Still,
foreign investment remains high. The renminbi will
continue to appreciate against the dollar. To curb
inflation and manage liquidity, the People’s Bank of
China has raised the reserve requirement ratio for
banks 16 times so far, from 9.0% in January 2007 to
17.5% at the end of June 2008.

South Korea’s economy is expected to post
moderate growth of 4.6% in 2008, slightly lower
than the 5.0% gain in 2007. Exports to the U.S. will
remain sluggish throughout the year but will
continue strong within the Asian region, especially
to China. Domestic demand and business
investment remain relatively healthy but have started
to cool, especially in construction. The Bank of
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Korea lifted its key interest rate by a total of 1.75
basis points between October 2005 and August 2007
to help cool the housing market. The continued run-
up in global oil prices has exacerbated inflationary
pressures. South Korea’s CPI has been above the
2.5%-3.5% target range for six consecutive months,
with the May 2008 reading at 4.9% over the year.
The Bank of Korea is likely to hold its key interest
rate steady at 5.0% but has stated a tightening bias,
fearing the upside inflation risk more than a
downside risk to economic growth.

India’s economy is expected to lose some steam in
2008, with an estimated growth rate of 7.5%-8.0%,
compared with earlier 9.0%-plus growth rates since
2005. High consumer demand has caused imports to
increase and the trade deficit to widen. However,
foreign investment remains strong. The nation faces
a major inflationary problem, with pressure coming
from soaring oil and commodity prices (especially
metals). The closely watched wholesale price
inflation reached a 13-year high of 11.4% in mid-
June. Rising costs are dampening corporate profits
and could potentially curtail foreign investment,
especially from the west.  To ease price pressures
and anchor inflation expectations, the Reserve Bank
of India increased the repo rate to 8.5% in June
2008, and raised the bank cash reserve ratio
requirement to 8.75%. Additional increases in
interest rates and reserve requirements are expected
through the rest of the year. The government debt
has been increasing — moving closer to 10% of GDP
— due to price subsidies for fuel and fertilizers.
Though the government raised domestic fuel prices
in June 2008, continued subsidization of these high-
cost commodities is unsustainable and will create
more problems for the government’s budget.

Europe

Similar to the U.S., the Euro Area economic growth
is slowing markedly. Eurozone GDP rose by a
healthy 3.5% in 2007, but current forecasts
anticipate only 1.7% growth in 2008 and just 1.3%
in 2009. Several factors are causing the slowdown.
European banks got caught up in the global financial
crisis, and their scramble for additional resources to
offset growing loan write-offs limited their interest
in lending to European business firms and
consumers. Housing activity is flat to down in most
European nations and has crashed in some (the U.K.,
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Ireland, Spain). The rising value of the Euro in
foreign exchange markets makes European exporters
less competitive in global markets. And the global
energy price shock hurts Europeans too. Though
prices have increased less than in nations with
currencies tied to the U.S. dollar, the pain is
nonetheless real. To mitigate the financial crisis, the
European Central Bank has injected hundreds of
billions of new reserves into the monetary system.
The ECB’s monetary policy targets only inflation.
Thus despite slowing economic conditions, the
central bank was forced to raise its overnight rate in
July because inflation was accelerating. We don’t
expect any more rate increases if economic growth
continues to weaken as expected.

Germany is the largest economy in Europe and
accounts for about 28% of Eurozone GDP. The
economy grew by 2.6% in 2007, but expectations
are that growth will slow to 1.9% in 2008 and 1.1%
in 2009. Consumer spending is propping up the
economy in 2008, bolstered by the lowest
unemployment in decades. Indeed, there is concern
German labor unions may be able to obtain outsized
wage increases in the wupcoming round of
negotiations, which would push labor costs and
inflation higher. In other sectors of the economy,
activity is either decelerating (exports, business
investment and government spending) or declining
outright, as in the housing industry. The
government reduced corporate tax rates in 2008.
Further action is unlikely.

France is the second largest nation in the Eurozone
but ranks third (behind the U.K.) in Europe as a
whole. The French economy has held up better than
Germany against the downward forces acting on the
economy, but here too growth is ebbing. The
economy grew by 2.5% in 2007, but growth is
projected to slow to 1.6% in 2008 and 1.5% in 2009.
Soaring energy prices have cut into real incomes.
The French government would like to help, but the
public deficit-to-GDP ratio is high, which limits the
government’s room to maneuver.

Britain’s economy is slowing fast, and recession is a
real threat. While the economy grew by 3.1% in
2007, recent forecasts for 2008 are below 1.5% and
falling, with growth in 2009 expected to be lower
still. The housing bubble and ensuing bust were
both steeper in the U.K. than elsewhere, and home
prices are falling at least as much as in the U.S.
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Britain’s financial sector has been hit hard by the
global financial crisis.  Several housing loan
companies have failed, and the ranks of London’s
bankers are thinning. The resulting credit crunch
limits borrowing by British consumers and business
firms and their spending has slowed. Monetary
policymakers at the Bank of England would like to
reduce interest rates, but rising inflation prevents
their doing so in the near term.

The Americas

The economies of most nations in the Americas will
grow at a slower pace in 2008 than in 2007. A
number of countries are benefiting from high
commodity prices.  However, slower business
activity in the United States will reduce demand
from the region’s number one export market. On the
upside, demand from emerging markets in Asia,
especially China, has picked up the slack and will
continue to grow. With high food and oil prices — in
addition to the increased availability of consumer
credit financing, — inflation is a major concern in the
region as well. A prolonged slowdown of U.S.
economy is a risk.

Canada’s economy has cooled and is forecast to
grow by 1.4% in 2008, down from 2.7% in 2007.
Canada caught some of the economic slump of its
southern neighbor. The U.S. housing slowdown and
credit crunch have directly affected the nation.
Consumer spending has softened a bit and business
investment moderated as Canadian firms wait on the
sidelines for the U.S. economy to get better. High
commodity prices have benefited the mineral-rich
nation, with most of the demand coming from
emerging markets. Unlike many countries, inflation
is not a big problem (so far) in Canada, with the CPI
hovering just a little above 2.0% in May 2008. The
Canadian dollar continues to appreciate against the
U.S. dollar, which reduces export demand for
Canadian lumber and manufactured goods, while
increasing imports from the U.S. The Bank of
Canada has an accommodative policy and will likely
leave its key interest rate steady at 3.0%. Even so, it
has stated that the balance of risks has shifted
slightly to the upside risk of inflation.
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Mexico’s economy is forecast to grow by a
moderate 2.3% in 2008, down from 3.3% in 2007.
The slowing economy of its number one trading
partner up north has directly impacted the nation, but
Mexico is holding up fairly well due to strong
domestic demand. Consumer spending remains
quite strong with ample credit financing available.
The Mexican peso continues to appreciate against
the dollar. As an oil-producing country, Mexico has
benefited from the historically high global oil prices.
However, the country’s trade deficit is expected to
widen as U.S. import demand falters. Another
consequence of the U.S. economic slowdown — in
addition to increased immigration enforcement — is a
decline in remittances to Mexico, down by 2.6% in
the first five months of 2008 compared to a year ago.
With rising global food prices, inflation has become
a growing concern. Mexico’s CPI increased at an
annual rate of 4.95% in May 2008, clearly beyond
the inflation target rate of 3.0%. Consequently,
Banco de Mexico (the central bank) raised its key
interest rate to 7.75% in June 2008, after keeping it
on hold for seven months. The central bank is
poised for more rate hikes if inflationary pressure
persists, but a continued slowdown in U.S. economy
pose downside growth risks as well.

Brazil’s economy is forecast to soften a bit, growing
by 4.8% in 2008, compared with the 5.4% growth
rate of 2007. Growth is fueled by strong domestic
demand - abundant credit, increasing government
spending, and rising incomes. This has more than
offset the stagnation in exports, which fell by 2.1%,
the first quarterly decline in two years. The
Brazilian real is strong. Even so, demand for
Brazilian agricultural products and mineral resources
continues to grow from emerging markets,
especially China. The labor market is tight, with the
unemployment rate at 7.9% in May 2008, the second
lowest level in six years and wages are pushing
higher. The global rise in food prices has affected
price stability in Brazil. Inflation is running very
high and is forecast to increase to an annual growth
rate of 6.0% or more by year-end, well beyond the
4.5% target rate. The Copom, the monetary policy
committee of Banco Central do Brasil, raised its key
interest rate to 12.25% in May 2008. The central
bank understands that inflation is a major problem
for Brazil and will lift interest rate further as needed.
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Foreign Exchange Rates

The U.S. dollar continued to depreciate against most
other major currencies during the first six months of
2008. The Broad Currency Index declined by -3.0%
during this period. The index has fallen by —23% since
year end 2002.

The Canadian dollar was an exception, as the U.S.
dollar actually rose versus its Canadian cousin during
the recent period (+3.0% from the end of December
2007 to the end of June 2008). However, as the U.S.
dollar has lost a total of —-55% in value since year end
2002, the increase was not much noticed by
manufacturers and consumers on both sides of the
border. Most believe the strong “loonie” is here to
stay.

The European Monetary Unit (euro) continued its
multi-year climb in value against the dollar in early
2008. The dollar fell by -7.9% from year end 2007 to
the end of June 2008. Since year end 2002, the dollar
has declined by -50%. European manufacturers have
experienced reduced demand from the United States
while European consumers flock to the U.S. cities on
shopping vacations.

The Chinese yuan continued to rise in value in early
2008. The U.S. dollar fell by -6.4% from year end
2007 to June 30, 2008. The dollar has depreciated by
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—18% since year end 2005. Chinese authorities have
allowed the yuan to appreciate in value to help in their
battle against rising inflation. The rising value of the
yuan has resulted in some labor-intensive assembly
operations migrating from China to neighboring
countries with even cheaper labor costs, such as
Vietnam.

The U.S. dollar declined by -5.2% in value against the
Japanese yen from the end of 2007 to the end of June,
2008, and was down by -11% compared with year end
2006. With a growing number of manufacturing
operations throughout the United States, Japanese
companies are well positioned to take advantage of
further declines in the value of the U.S. dollar.

Recently, the U.S. dollar has changed little versus the
U.K. pound, depreciating by only -0.4% during the
first half of 2008. Compared with year end 2002, the
U.S. dollar was down by -24%. Growing economic
problems and a rising current account deficit (similar to
the United States) are keeping downward pressure on
the pound relative to the euro. A falling pound would
be welcomed by U.K. exporters but could also
exacerbate inflation as the cost of imports increase.

Table 3: Foreign Exchange Rates of Major U.S. Trading Partners*

Country (Currency) 2000 2001 2002 2003 2004 2005 2006 2007  6/30/08
U.S. index** 122.1 127.9 124.2 113.2 108.1 111.6 106.8 98.8 95.8
Canada (C$/US$) 1.500 1.593 1.580 1.292 1.203 1.166 1.165 0.988 1.019
China (yuan/US$) 8.277 8.277 8.280 8.277 8.277  8.070 7.804 7.295 6.859
Euro Zone (US$/E) 0.939 0.890 1.049 1.260 1.354 1.184 1.320 1.460 1.575
Japan (¥/US$) 114.4 131.0 118.8 1071 102.7 117.9 119.0 111.7 106.2
Mexico (peso/US$) 9.618 9.156 10.425 11.242 11.154 10.628 10.800 10.917 10.304
South Korea (/US$) 1,267 1,314 1,186 1,192 1,035 1,010 930 936 1,047
United Kingdom (US$/£) 1.496 1.454 1.610 1.784 1.916 1.719 1.959 1.984 1.991
Year-over-year % change of the value of US$ relative to other currencies

6/30/08 vs.

Country (Currency) 2000 2001 2002 2003 2004 2005 2006 2007 12/31/07
U.S. index** 6.3% 48% -29% -8.9% -4.5% 32% -43% -7.5% -3.0%
Canada (C$) 3.7% 58% -0.8% -22.3% 14% -32% -01% -17.9% 3.0%
China (yuan) 0.0% 0.0% 0.0% 0.0% 0.0% -26% -34% -7.0% -6.4%
Euro Zone (¢) 6.8% 52% -17.8% -20.1% 15% 125% -11.4% -10.7% -7.8%
Japan (¥) 10.7% 12.7% -10.3% -10.9% -43% 12.9% 09% -6.5% -5.2%
Mexico (peso) 1.4% -5.0% 12.2% 7.3% -0.8% -4.9% 1.6% 1.1% -5.9%
South Korea () 10.3% 3.6% -10.8% 0.5% -152% -25% -8.6% 0.6% 10.6%
United Kingdom (£) 7.4% 28% -10.7% -10.8% -74% 103% -14.0% -1.3% -0.4%
* Annual foreign exchange values as of December 31°',
** Broad Currency Basket
Source: Federal Reserve Board
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Commodity Prices — Another Conundrum

Prices of many industrial and agricultural
commodities have risen sharply in recent years,
and are expected to increase more in 2008. WHY?
The most important factors are related to supply
and demand. Details vary by commodity, but the
story lines are remarkably similar.

Demand is strong. While economic growth in the
industrial nations is slowing, the emerging market
economies are growing rapidly and consuming
more metals, oil, and other industrial commodities
as well. With rising incomes, their expanding
middle classes can afford a better diet including
more meat, which requires more grains. The BRIC
countries (Brazil, Russia, India and China) are
usually cited as examples of this phenomenon, but
a number of developing nations in Asia and
elsewhere—think  Vietnam—also  fit  the
description. The developing nations’ growing
appetite for oil is expected to outweigh the decline
in oil consumption in the U.S. and Europe.

Many financial buyers are long. Financial buyers
are a growing presence in commodities markets.
Pension funds, hedge funds, etc., are adding
commodities to their portfolios, often in hopes of
reaping outsized investment returns from higher
prices.  Whether financial buyers are more
important than market fundamentals in explaining
rising prices is an open question. However, their
presence certainly adds volatility to the market.
Key for this discussion, many of their holdings are
“long,” (i.e., purchases); so financial buyers as a
group are pushing commodity prices upward.

Supply growth is limited. For most commaodities,
significant  investment—and  time—will  be
required to expand production to meet growing
demand. Farmers can plant more corn or wheat if
prices go up, but not until the next crop year.
However, a new copper mine or steel mill or oil
refinery requires billions of dollars and years of
planning and construction. Mining companies are
investing the sums required, but prices will remain
high until the new facilities are completed.
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PRICES OF INDUSTRIAL COMMODITIES

2006 2007 2Q 2008

Steel Prices ($/cwt):

HR Sheet 580 527 974

Rebar #6 506 568 848

Structurals 628 731 978
Steel Scrap #1HM, $/gt) 222 256 491
Iron Ore (¢/dmtu) 77.35 84.70 140.60
Copper ($/Ib) 3.05 3.23 3.83
Aluminum ($/Ib) 117 1.20 1.33
Nickel ($/1b) 11.00 16.89 11.65
Lumber ($/Mil Bd Ft) 295 250 232
Corn (Omaha Spot, $/Bushel) 2.25 3.54 5.91
Diesel No.2 ($/Gallon) 2.71 2.89 4.40
Crude Qil (WTI, $/Barrel) 66.04 72.28 123.85
Natural Gas (HH, $/Mcf) 6.72 6.98 11.35

Sources: Energy Information Agency, USDA-Nebraska, World Bank
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Other factors boosting prices: (1) There is a huge
global boom under way in building infrastructure
(roads, bridges, dams, power plants, etc.) in the
emerging nations.  This activity is extremely
material-intensive and adds to demands for many
types of industrial commaodities. (2) A number of
developing nations subsidize the local prices of
critical foodstuffs and fuels. Demand is higher in
these countries than it would be at market prices.
(3) The growing production of biofuels is
absorbing an ever-larger share of global grain
crops. (4) The dollar is weak. Commodities
producers usually can earn more profit selling in
strong-currency markets than in the U.S.

There is one bearish factor . . . With prices so
high, industrial commodity demands have already
fallen off in the industrial nations. A deeper
recession would reduce production activity—and
commodity demands—still further. But would the
cure be worse than the disease? We may just have
to hang in there until the new production capacity
comes online.
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Outlook for the California Economy

IV. OUTLOOK FOR THE CALIFORNIA ECONOMY

The first half of 2008 was a turbulent time for the
California economy. There was the on-going
housing market crash, with several areas in the state
singled out as severely troubled. There were
problems in the financial sector, sparked by the sub-
prime lending mess. Then, more bad news rolled
in, specifically soaring gasoline and diesel prices.
This caused pain for both business and consumers.
Finally, there was the fallout in the retail sector,
where a number of firms without solid financials or
a strong market position crashed and burned.

At mid-2008, California is on the edge of falling
into a recession. Some areas are comparatively
unruffled by all this turmoil, like San Francisco and
San Jose. And there are industries where demand
remains rather strong such as exports, international
tourism and technology. The balance of 2008 and
much of 2009 will see a mixture of good and bad
news in California, with the outcome looking more
and more precarious.

What factors might tip the balance?

e One is housing. When will the recovery begin
and how strong might it be? This recovery will
be a very muted affair and could come as late as
2010 for some areas in the state.

o Another factor will be the prices of gasoline and
diesel fuel. Continued high prices may well
change the way business and development gets
done.

e Water supplies are another concern, as the state
is officially in a drought. This surely will impact
agriculture as well as future development
patterns.

e Government finance will also be important,
starting with the state (and its $17 billion budget
deficit), down to the county, city and school
district level. This is important to the economy
as government had been generating rather strong
job growth.

The news media will remain focused on the
“housing crisis” as well as the pain at the gas pump,
which will keep consumer confidence at low levels
over the balance of 2008.
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Employment in California during 2008 will slip by
-0.2% or by 29,600 jobs. The unemployment rate
will move up to a painful 6.4%. Growth, albeit
muted, will reappear in 2009, with nonfarm
employment increasing by 0.6% or by 85,600 jobs.
Unemployment will continue to be a worry, with a
rate of 6.5%.

Positive Forces for the Balance of 2008
into 2009

Agriculture: Despite high energy costs and water
supply problems, the state’s farm sector will turn in
a decent performance thanks to robust export
markets and relatively high product prices.

Technology: Technology should provide support
to California’s overall economy, but there will be
lots of gears shifting among its various components.

Tourism: International tourism should provide a
bit of a boost, as the U.S. dollar is expected to
remain at low levels. In the second half of 2008,
there might also start to be visible results from
changes in China’s overseas travel policy for its
residents.

International trade: A mixed picture. Export

activity will remain strong into 2009, while import
volume could be growing again by year-end 2008.

Some Negative Forces

Housing and its related activities: These have
been in a depression for quite some time and the
pain will continue into the near future, especially in
the inland areas of the state.

Government budgets: It’s not just the state of
California that is struggling. County and city
governments are also facing shortfalls caused by
both the housing crash and the slump in retail sales.
Programs will be cut back and job growth will be
clipped.

Environmental regulations: Efforts to “green”
the state’s ports, as well the looming
implementation of AB 32 (the greenhouse gas
legislation) will bring both uncertainty and higher
costs of doing business to many industries.
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Trends in Major Industries

Agriculture: While there are higher energy costs,
water supply issues, ongoing labor supply
headaches, and some health scares (tomatoes), the
state’s farm industry seems to be holding up quite
well. The big boost will continue to come from
export markets and high selling prices for many
California products.

Farm income in the state has been moving in a
narrow band, though the data lags. The best real-
time measure of trends in agriculture is farm
employment, which had also been moving in a
narrow range in recent years. However, the state’s
agricultural employment count moved up by 11,200
jobs in 2007, and is on track for a gain of 9,500
workers in 2008.

Moving forward, both water supply and energy
costs could start to reshape the state’s agriculture
industry.

International trade: California’s trade industry
should continue to be a “two-track” affair over the
balance of 2008 — imports weak and exports strong.
There was some nervousness about the ILWU
contract (a June 30™ expiration), but this was settled
without any fireworks. At the ports of Los
Angeles/Long Beach, environmental issues were
front and center. While there is movement again on
steamship terminal expansions, cleaning up the port
trucks remains a contentious issue.

Worse, West Coast ports have been losing market
share to Gulf and East Coast ports, due to concern
about congestion at Los Angeles/Long Beach (not
true), as well as higher rail intermodal rates. With
higher diesel costs, shippers are balancing transit
times versus costs. Some feel that the advantage
goes to all-water movement of goods. Looming in

California International Trade
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the future is the expansion of the Panama Canal,
which will be able to handle the largest container
ships that currently call at Los Angeles/Long
Beach.

At Los Angeles/Long Beach, truck clean-up efforts
involve container fees, which is another cost issue.
There will continue to be a lot on the plate of the
state’s international trade industry.

In 2008, all three of the state’s customs districts will
record modest growth in two-way trade value. San
Francisco will set the pace with a 6.9% increase to a
total of $119.9 billion. The San Diego Customs
District should see growth of 6.1%, moving its two-
way trade total to $57.5 billion. The Los Angeles
Customs District should record a moderate 5.0%
increase, pushing its 2008 two-way trade total to
$367.0 billion.

Technology (including aerospace): There will be
varied outlooks for the different components of
California’s tech sector into 2009. While business
demand for technology products could be somewhat
soft, the consumer side should hold up better than
expected. Global demand for high-end consumer
electronics will benefit California firms that make
chips, software and other parts. In the meantime,
cell phones are becoming more complex, driven by
Apple’s iPhone.

On the aerospace side of the industry, some major
government projects are underway in the state,
including satellites and unmanned aerial vehicles.
Significant sub-contracting is also taking place on
air force fighter planes. However, a new
administration in Washington DC in January 2009
could mean some shifts in spending priorities.
California subcontractors to Airbus and Boeing are
on edge, as the financial situation of the airlines
deteriorates. While both manufacturers have hefty
backlogs, there are estimates that 30% of these
orders could be cancelled.

Tourism: One of the latest words to enter the
American vernacular is “staycation.” What does it
mean? With the weak U.S. dollar, high airline fares
and lofty gasoline prices, consumers will vacation
in and around their home town. In Southern
California, some new theme park rides should help
the local travel industry. In addition, the state
tourism agency still has funding to promote travel
to California.
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Thanks to the weak dollar, international travel is
expected to be a bright spot over the balance of
2008. In addition, the change in China’s overseas
travel policy for its citizens should bring in more
visitors. A significant concern is the weak financial
situation of the airline industry. Flights are being
cut back, and service to some destinations is being
ended. This could be quite painful for smaller
destinations in California.

The state’s hotel industry did well in 2007, but
results should moderate in 2008. Looking at the
larger markets, Los Angeles County enjoyed a
77.4% occupancy rate in 2007, but this eased to
76.7% during the first half of 2008. Orange
County’s hotel occupancy rate was 74.2% in 2007,
but slipped to 73.1% during the first half of 2008.
San Diego County recorded a 75.8% hotel
occupancy rate in 2007, which eased to 74.6%
during the first half of 2008. In San Francisco (the
city), the 2007 hotel occupancy rate was 77.9%,
while during the first half of 2008 it ran at 73.0%.
A lot of new hotel properties are under development
around the state, so besides a sluggish economy the
hotel industry will be coping with new competition.

Trends Around the State

California is tiptoeing along the edge of a recession,
while some of its larger metropolitan areas have
been in one since mid-2007. However, some areas
in the state will rumble forward in 2008 and into
2009 with only minor discomfort. Examples of the
latter are San Francisco and San Jose.

Troubled metro areas (job losses over the year)
include: Oakland (-11,000 jobs in 2008); Modesto
(-1,000 jobs in 2008); Sacramento (-1,600 jobs in
2008); Orange County (-12,600 jobs in 2008);
Riverside-San Bernardino (-20,500 jobs in 2008);
and Ventura County (4,800 jobs in 2008). A
common theme in the losses would be housing and
its related industries. Unfortunately, for many of
these areas the pain will carry into 20009.

Net Results

The housing-related sectors (construction and
finance) really hobbled employment in the state in
2007, and this drag will continue in 2008. The
largest job losses during the year will come in
construction (-90,000 jobs), financial services (with
-34,000 jobs), and manufacturing (-24,000 jobs).
The largest gains during 2008 will come in

LAEDC Kyser Center for Economic Research
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government (+42,000 jobs), health services
(+32,000 jobs) and professional business services
(+27,000 jobs).

The state’s unemployment rate will average 6.4%
during 2008, compared with 5.4% in 2007.
Unfortunately, the unemployment rate won’t ease at
all in 2009, averaging 6.5%.

Total personal income will increase by 4.5% in
2008 to $1.59 billion. There is no overall consumer
price index (CPI) for the state. In the Los Angeles
five-county area, the local CPI will increase by
3.8%, while residents of the Bay Area will get
somewhat of a break with a 2.9% gain. The rough
times for California’s retailers will continue in
2008, with a 1.2% decline in taxable retail sales.
There will be a rebound in 2009, but it will be
lackluster, only a 1.8% gain in sales volume.

The state’s new homebuilding industry will
continue to suffer in 2008, with just 70,600 units
permitted, down by 37.4% from the previous year.
The pain can be measured by looking at the number
of permits issued during the recent high, 212,960
units in 2004.

California Housing Market
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Risks

The state’s budget deficit, currently at $17 billion,
could worsen. While there have been pledges in
Sacramento to find solutions, one has to be
skeptical. In addition, some cities could face
unexpected budget woes. Remember, Vallejo has
filed for bankruptcy.

The housing industry could turn in a worse
performance than forecast, which would not be
good news for a wide swath of the California
economy.
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Gross Product

People always ask about the state’s gross domestic
product (GDP) ranking among the nations of the
world. They also ask about where the Los Angeles
five-county area would rank if it were a sovereign
country. When they read or hear this information,
they can get confused; often attributing the state’s
ranking to the five-county area. Or they will
attribute an earlier and higher ranking to the area
several years later.

To help keep things straight (for at least 2007), call
it the “rule of 8...16...18.” In 2007, the state ranked
8" the five-county area placed 16" while Los
Angeles County on its own ranked 18" (based on
what can be measured) among the nations of the
world.

In 2007, rankings dropped for both the five-county
area (from 15" to 16™) and for Los Angeles County
(from 17" to 18™) as the Australian and Turkish
economies grew substantially in terms of nominal
GDP (though not as much when adjusted for
inflation).  California’s 8" place ranking (behind
Italy and ahead of Spain) was unchanged from 2006.
The depreciation of the U.S. dollar is forecast to
continue through at least 2008. Combined with an
expected slowdown in U.S. GDP growth, the
rankings for the five-county area and Los Angeles
County could both slide further in 2008 as a result.

In nominal GDP growth terms, the United States,
California, Los Angeles five-county area, and Los
Angeles County were outpaced by growth of most
foreign countries on the list in 2007.  The
depreciation of the U.S. dollar against major
currencies (-8.37% against the euro in 2007) and the
emergence of inflation outside the United States
were major contributing factors to the diverging
performance. When compared in real GDP terms
(adjusted for inflation), major foreign countries also
posted higher growth rates but by not as much.

LAEDC Kyser Center for Economic Research
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Table 4: Gross Product Comparisons, 2007

(In billions of US$) All nations with GDP over US$150 billion

Nominal GDP Real GDP
'06-'07  '06-07
Rank Country/Economy 2007 % Chg % Chg
1 United States $13,843.8 4.9% 2.2%
2 Japan 4,383.8 0.2% 2.1%
3 Germany 3,3222 13.9% 2.5%
4 China 3,250.8 22.9% 11.4%
5 United Kingdom 27726 15.4% 3.1%
6 France 2,560.3 13.7% 1.9%
7 ltaly 2,104.7 13.3% 1.5%
California 1,802.9 4.5% 1.8%
8 Spain 1,439.0 16.8% 3.8%
9 Canada 1,432.1 12.3% 2.7%
10 Brazil 1,313.6 22.5% 5.4%
11 Russia 1,289.6 30.4% 8.1%
12 India 1,099.0 25.3% 9.2%
13 Korea 957.1 7.7% 5.0%
14 Australia 908.8 20.2% 3.9%
15 Mexico 893.4 6.4% 3.3%
Los Angeles 5-co. area 810.4 3.4% 1.5%
16 Netherlands 768.7 14.6% 3.5%
17 Turkey 663.4 25.5% 5.0%
Los Angeles County 464.4 4.7% 2.0%
18 Sweden 4553 15.7% 2.6%
19 Belgium 4536 13.9% 2.7%
20 Indonesia 4329 18.8% 6.3%
21 Switzerland 423.9 9.3% 3.1%
22 Poland 420.3 23.0% 6.5%
23 Norway 3915 16.0% 3.5%
24 Taiwan 383.3 4.9% 5.7%
25 Saudi Arabia 376.0 7.7% 4.1%
26 Austria 3739 15.5% 3.4%
27 Greece 3146 171% 4.0%
28 Denmark 3119  12.9% 1.8%
29 Iran 2941  32.4% 5.8%
30 South Africa 282.6 9.9% 5.1%
31 Argentina 260.0 22.2% 8.7%
32 lIreland 2586 17.9% 5.3%
33 Thailand 2457 18.8% 4.8%
34 Finland 2450 16.8% 4.4%
35 Venezuela 236.4 28.3% 8.4%
36 Portugal 2233 14.5% 1.9%
37 Hong Kong SAR 206.7 8.8% 6.3%
38 United Arab Emirates 1926 17.9% 7.4%
39 Malaysia 186.5 19.5% 6.3%
40 Czech Republic 175.3 22.6% 6.5%
41  Colombia 1716 26.1% 7.0%
42 Nigeria 166.8 13.5% 6.4%
43 Romania 166.0 35.3% 6.0%
44 Chile 163.8 12.3% 5.0%
45 Israel 161.9 13.8% 5.3%
46 Singapore 161.3 18.1% 7.7%

Note: Nominal GDP figures are not adjusted for inflation.
Sources: IMF World Economic Outlook, April ‘08; LAEDC estimates
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Table 5: California Economic Indicators

Total Per Capita Taxable Value of Housing Nonresidential
Population Nonfarm Unemployment Personal Personal Retail Two-way Unit Building
as of 7/1/07 Employment Rate Income Income Sales Trade Permits Permits
(000s) (avg., 000s) (avg., %) ($ billions) % (8 billions) ($ billions) Issued ($ millions)

2000 34,095.2 14,488.2 4.9 1,103.842 32,375 287.068 3921 148,540 18,625
2001 34,766.7 14,602.0 5.4 1,135.304 32,655 293.957 341.2 148,757 16,753
2002 35,361.2 14,457.8 6.7 1,147.716 32,457 301.612 329.8 167,761 14,529
2003 35,944.2 14,392.3 6.8 1,187.040 33,025 320.217 350.3 195,682 13,915
2004 36,454.5 14,532.6 6.2 1,265.970 34,727 350.173 397.2 212,960 15,689
2005 36,896.2 14,801.3 5.4 1,348.255 36,542 375.808 436.3 208,972 18,266
2006 37,333.0 15,050.3 4.9 1,436.446 38,477 389.067 491.4 164,280 21,109
2007 37,771.4 15,163.2 5.4 1,519.547 40,230 390.550 515.8 112,778 22,534
2008e 38,221.4 15,133.6 6.4 1,587.900 41,545 385.860 544 .4 70,600 21,070
2009f 38,681.4 15,219.2 6.5 1,670.500 43,186 392.805 579.9 67,700 20,120
% Change
'01/'00 1.97% 0.79% 2.85% 0.86% 2.40% -12.98% 0.15% -10.05%
'02/'01 1.71% -0.99% 1.09% -0.61% 2.60% -3.34% 12.78% -13.28%
'03/'02 1.65% -0.45% 3.43% 1.75% 6.17% 6.22% 16.64% -4.23%
'04/'03 1.42% 0.97% 6.65% 5.16% 9.35% 13.39% 8.83% 12.75%
'05/'04 1.21% 1.85% 6.50% 5.22% 7.32% 9.84% -1.87% 16.43%
'06/'05 1.18% 1.68% 6.54% 5.29% 3.53% 12.63% -21.39% 15.56%
'07/'06 1.17% 0.75% 5.79% 4.56% 0.38% 4.97% -31.35% 6.75%
'08/'07 1.19% -0.20% 4.50% 3.27% -1.20% 5.54% -37.40% -6.50%
'09/'08 1.20% 0.57% 5.20% 3.95% 1.80% 6.52% -4.11% -4.51%

Sources: State of California: Dept. of Finance, Employment Development Department, Board of Equalization; U.S. Dept. of Commerce;
Construction Industry Research Board; estimates and forecasts by the LAEDC
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Table 6: California Nonfarm Employment
(Annual averages, in thousands, 2007 benchmark)

Total Nonfarm Natural Mfg. -- Mfg. -- Wholesale Retail Transport.
Employment Resources Construction  Manufacturing Durable Nondurable Trade Trade & Utilities  Information
2000 14,488.2 26.5 733.4 1,852.7 1,205.9 646.8 646.2 1,563.4 518.3 576.7
2001 14,602.0 25.6 780.4 1,778.6 1,161.4 617.2 658.9 1,575.9 5141 551.9
2002 14,457.8 23.1 774.4 1,631.8 1,047.0 584.9 652.1 1,582.2 491.0 497.3
2003 14,392.3 22.2 796.8 1,542.4 976.4 566.0 649.5 1,588.4 480.6 476.1
2004 14,532.6 22.8 850.4 1,521.3 963.9 557.4 655.1 1,617.8 482.8 482.4
2005 14,801.3 23.6 905.3 1,5610.2 956.9 545.7 675.8 1,659.3 487.1 473.6
2006 15,060.3 25.1 933.7 1,488.0 945.4 542.6 702.5 1,680.1 496.1 466.0
2007 15,163.2 25.9 892.3 1,463.2 927.8 535.4 716.9 1,688.8 505.2 472.8
2008e 15,133.6 26.3 802.3 1,438.7 912.3 526.4 723.9 1,673.8 513.2 468.8
2009f 15,219.2 26.9 767.3 1,431.2 907.8 523.4 733.9 1,668.8 523.2 469.8
Finance & Real Estate, Prof., Sci. & Mgmt. of Admin. & Educational Health Leisure & Other
Insurance Rental & Leasing  Tech. Srvc. Enterprises Support Srvc. Services & Soc. Hospitality  Services  Government
2000 544.3 262.6 930.6 294.0 997.2 229.7 1,171.3 1,335.6 487.7 2,318.1
2001 568.9 267.2 945.6 283.6 9571 237.3 1,210.7 1,365.1 499.2 2,382.1
2002 584.8 268.2 913.8 265.9 939.3 2455 1,253.4 1,382.4 505.7 2,447 1
2003 613.5 272.2 906.6 246.8 931.0 258.2 1,278.1 1,400.1 504.3 2,426.1
2004 625.8 276.4 918.9 230.3 947.8 262.9 1,297 1 1,439.4 503.9 2,397.7
2005 643.5 283.6 970.2 221.2 968.3 272.2 1,314.3 1,475.2 505.5 2,420.2
2006 646.7 288.5 1,026.5 211.6 1003.3 277.6 1,336.4 1,519.0 507.1 2,452.3
2007 623.5 2831 1,058.5 205.4 999.5 288.5 1,375.7 1,553.1 513.6 2,497.4
2008e 589.5 2771 1,085.5 202.4 994.5 298.5 1,407.7 1,571.1 518.6 2,539.4
2009f 579.5 2751 1,120.5 200.4 993.5 308.5 1,442.7 1,590.1 521.6 2,564.4

Sources: California Employment Development Department, LMID; estimates and forecasts by LAEDC.
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Table 7: California Regional Nonfarm Employment
(Annual averages for major metropolitan areas; in thousands; March 2007 benchmark)

Northern California

Central California

Outlook for the California Economy

Southern California

\ MSA State of San Los Riverside- San

Year\ California* | Oakland Francisco San Jose |Bakersfield Fresno  Modesto Sacramento Stockton | Angeles Orange San Bern.  Diego Ventura
1990 | 12,499.8 879.2 947.3 824.3 170.7 224.5 117.5 618.5 152.7 41357 11724 712.6 966.6 230.3
1991 | 12,358.9 879.7 939.5 815.4 177.3 227.3 117.8 630.9 155.2 3,982.7  1,143.7 718.9 962.6 230.4
1992 | 12,153.5 870.2 914.4 801.7 173.3 230.2 120.0 623.2 154.8 3,804.5 1,126.0 729.6 947.7 226.6
1993 | 12,045.4 873.5 908.3 806.7 169.9 233.6 121.6 626.0 156.2 3,7076 1,115.4 733.9 947.0 227.0
1994 | 12,159.5 877.4 903.6 810.3 170.8 237.2 122.2 643.8 157.3 3,701.9  1,126.8 751.3 955.3 233.3
1995 | 12,422.0 897.5 916.5 842.9 172.8 243.5 124.0 662.8 160.3 3,746.6  1,151.7 779.9 978.5 237.3
1996 | 12,743.4 916.4 948.2 891.9 174.9 246.8 127.8 681.5 163.5 3,788.5 1,184.3 803.5 1,006.2 237.9
1997 | 13,129.7 947.8 983.5 939.7 179.2 249.8 131.7 702.0 167.4 3,865.0 1,233.8 841.5 1,054.3 242.7
1998 | 13,596.1 976.2 1,012.2 969.7 184.3 253.5 137.2 731.4 171.5 3,943.5  1,299.1 882.2 1,105.5 252.3
1999 | 13,991.8 | 1,008.0 1,040.0 985.2 188.8 262.0 141.7 770.5 178.7 4,0029 1,345.2 939.0 1,152.9 263.6
2000 | 14,488.2 | 1,044.6 1,082.1  1,044.3 194.1 270.6 144.2 7971 185.8 4,072.1 1,388.9 988.4 1,193.8 275.0
2001 | 14,602.0 | 1,054.8 1,063.9 1,017.9 202.2 275.9 149.7 818.9 191.1 4,073.6 1,413.7 1,029.7 1,218.4 279.9
2002 | 14,457.8 | 1,039.8 987.1 917.2 205.1 282.0 150.7 832.2 194.0 4,026.8 1,403.7 1,064.5 1,230.7 281.8
2003 | 14,392.3 | 1,025.6 950.7 870.3 207.1 282.7 152.3 846.0 197.3 3,9829  1,429.0 1,099.2 1,240.1 284.2
2004 | 14,532.6 | 1,023.7 939.3 862.0 211.8 286.9 154.6 859.1 200.7 3,996.5 1,456.7 1,160.0 1,260.3 286.2
2005 | 14,801.3 | 1,032.2 945.8 869.9 2221 294.3 159.1 880.9 205.8 4,0242 1,491.0 1,222.0 1,282.1 291.2
2006 | 15,050.3 | 1,046.9 964.4 891.2 233.3 302.6 159.8 899.0 2091 4,0925 1,518.9 1,267.7 1,301.6 297.9
2007 | 15,163.2 | 1,049.1 986.8 908.1 238.8 306.0 160.0 904.0 211.8 41158 1,513.0 1,268.8 1,308.2 295.8
2008f | 15,133.6 | 1,038.1 1,005.3 915.6 241.4 308.2 159.0 902.4 213.9 4,118.1 1,500.4 1,248.3 1,309.4 291.0

* Based on Current Employment Series

Sources: California Employment Development Department, Labor Market Information Division; forecasts by LAEDC
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Table 8: Total Nonfarm Employment in Southern California

Actual Data & Forecasts (Annual averages in thousands) (* Based on “Interim Employment Series”, ES202 data)

Los Angeles Orange Riv.-S'Bdo. Ventura LA 5-Co. San Diego California*

2000 4,072.1 1,388.9 988.4 275.0 6,724.4 1,193.8 14,488.2
2001 4,073.6 1,413.7 1,029.7 279.9 6,796.9 1,218.4 14,602.0
2002 4,026.8 1,403.7 1,064.5 281.8 6,776.8 1,230.7 14,457.8
2003 3,982.9 1,429.0 1,099.2 284.2 6,795.3 1,240.1 14,392.8
2004 3,996.5 1,456.7 1,160.0 286.2 6,899.4 1,260.3 14,532.6
2005 4,024.2 1,491.0 1,222.0 291.2 7,028.4 1,282.1 14,801.3
2006 4,092.5 1,518.9 1,267.7 297.7 7,176.8 1,301.6 15,060.3
2007 4,115.8 1,513.0 1,268.8 295.8 7,193.4 1,308.2 15,163.2
2008e 4,118.1 1,500.4 1,248.3 291.0 7,157.8 1,309.4 15,133.6
2009f 4,143.3 1,502.3 1,249.9 291.9 7,187.4 1,322.0 15,219.2

Numerical Change from Prior Year (in thousands)

Los Angeles Orange Riv.-S'Bdo. Ventura LA 5-Co. San Diego California

2000 69.2 43.7 494 11.4 173.7 40.9 496.4
2001 1.5 24.8 41.3 4.9 72.5 24.6 113.8
2002 -46.8 -10.0 34.8 1.9 -20.1 12.3 -144.2
2003 -43.9 25.3 34.7 24 18.5 9.4 -65.5
2004 13.6 27.7 60.8 2.0 104.1 20.2 139.8
2005 27.7 34.3 62.0 5.0 129.0 21.8 268.7
2006 68.3 27.9 45.7 6.5 148.4 19.5 259.0
2007 23.3 -5.9 1.1 -1.9 16.6 6.6 102.9
2008e 2.3 -12.6 -20.5 -4.8 -35.6 1.2 -29.6
2009f 25.2 1.9 1.6 0.9 29.6 12.6 85.6

% Change from Prior Year

Los Angeles Orange Riv.-S'Bdo. Ventura LA 5-Co. San Diego California

2000 1.73% 3.25% 5.26% 4.32% 2.65% 3.55% 3.55%
2001 0.04% 1.79% 4.18% 1.78% 1.08% 2.06% 0.79%
2002 -1.15% -0.71% 3.38% 0.68% -0.30% 1.01% -0.99%
2003 -1.09% 1.80% 3.26% 0.85% 0.27% 0.76% -0.45%
2004 0.34% 1.94% 5.53% 0.70% 1.53% 1.63% 0.97%
2005 0.69% 2.35% 5.34% 1.75% 1.87% 1.73% 1.85%
2006 1.70% 1.87% 3.74% 2.23% 2.11% 1.52% 1.75%
2007 0.57% -0.39% 0.09% -0.64% 0.23% 0.51% 0.68%
2008e 0.06% -0.83% -1.62% -1.62% -0.49% 0.09% -0.20%
2009f 0.61% 0.13% 0.13% 0.31% 0.41% 0.96% 0.57%

Sources: California Employment Development Department; estimates and forecasts by LAEDC
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Table 9: California Technology Employment
(Average annual employment in 000s, March 2007 benchmark, based on NAICS)

[=mmmmmm e Manufacturing | ] Services
Computer &  Aerospace Internet Computer  Management,

Total Electronic Product Pharmaceutical Services, Systems Scientific, Scientific

Technology Product & Parts & Medicine Software Data Design & & Technical R&D
Employment | Manufacturing Manufacturing Manufacturing  Publishers ~ Processing Rel. Services  Consulting Services
2000 1,020.5 421.8 90.7 38.0 48.2 249 206.6 95.1 95.2
2001 1,013.4 409.7 86.3 39.2 52.6 23.0 204.4 99.1 99.1
2002 921.4 353.7 79.6 39.5 48.8 20.1 1771 102.1 100.5
2003 879.3 320.9 73.6 39.1 44.7 21.3 168.8 109.7 101.2
2004 878.9 313.4 73.7 40.6 42.6 20.3 168.5 119.0 100.8
2005 903.4 310.8 73.4 42.0 41.6 20.4 175.6 135.4 104.2
2006 932.2 308.2 73.0 44.0 41.3 20.9 187.3 151.3 106.2
2007 1,031.2 332.0 78.4 48.0 46.7 23.2 2145 1741 114.3
2008e 1,005.9 305.4 105.0 45.9 44 .2 21.2 205.1 171.2 107.9
2009f' 1,026.6 304.6 104.5 47.6 452 211 211.9 181.7 110.0

Sources: California Employment Development Department, LMID; estimates and forecasts by LAEDC

Table 10: California Motion Picture/TV Production Employment
(In thousands, March 2007 benchmark, based on NAICS)

Motion Magnetic Independent
Picture Sound Broadcasting Media Artists,
& Video Recording (Radio, Manufacturing Writers, &
Industries * Industries TV & Cable) & Reproducing Performers
2000 160.2 10.0 46.3 16.0 14.4
2001 145.5 8.5 459 13.8 14.1
2002 139.0 6.8 45.0 10.9 15.4
2003 139.2 5.7 45.2 11.5 15.9
2004 152.5 4.9 46.8 10.7 14.8
2005 146.7 4.9 47.3 9.4 15.7
2006 143.4 4.6 47.7 8.2 17.2
2007 157.3 6.4 53.7 8.1 18.3
2008e 141.6 6.6 52.1 6.6 17.4
2009f 144.6 7.1 54.7 5.9 17.7

* Includes motion picture & video production, broadcasting, and some other activities
Sources: California Employment Development Department, LMID; estimates and forecasts by LAEDC
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Table 11: Population Trends in California and the Los Angeles Five-County Area

Data from Decennial Census
Population estimates as of April 1, in thousands

Los Angeles Orange San Bern. & Ventura Total State of
County County Riverside Area County L.A. 5-Co. Area California

Data  %Chg Data  %Chg Data %Chg Data %Chg Data %Chg Data  %Chg
1900 170 20 46 14 250 1,485
1910 504 196% 34  70% 93 102% 18  29% 650 160% 2,378 60%
1920 936 86% 61 79% 124 33% 29 61% 1,149 77% 3,427 44%
1930 | 2,208 136% 119  95% 215 73% 55 90% 2,597 126% 5,677 66%
1940 | 2,786 26% 131 10% 267 24% 70  27% 3,253 25% 6,907 22%
1950 | 4,152 49% 216  65% 452  69% 115 64% 4,934  52% 10,586 53%
1960 | 6,039 45% 704 226% 810 79% 199 73% 7,752  57% 15,717  48%
1970 | 7,032 16% 1,420 102% 1,143 41% 376 89% 9,972  29% 19,953 27%
1980 | 7,478 6% 1,933 36% 1,558 36% 529 41% 11,498 15% 23,668 19%
1990 | 8,863 19% 2,411 25% 2,589 66% 669 26% 14,532 26% 29,760 26%
2000 | 9,519 7% 2,846 18% 3,255 26% 753 13% 16,374 13% 33,872 14%
Source: U.S. Dept. of Commerce, Bureau of the Census
Data from Demographic Research Unit, California Department of Finance
Population estimates as of 7/1/07, in thousands -- adjusted for 2000 Census undercount

Los Angeles Orange San Bern. & Ventura Total of State of

County County Riverside Area County L.A. 5-Co. Area California

Data % A Data %A Data %A Data %A Data % A Data % A

1980 7,500 \ 1,945 \ 1,572 \ 532\ 11,549\ 23,782 \
18.1% 24.0% 66.7% 25.8% 26.1% 25.4%

1990 8,860 / 2,412 / 2,620 / 669 / 14,561/ 29,828 /
1991 8,955 1.1% 2,459 1.9% 2,751 5.0% 677 12% 14,842 19% 30,458 2.1%
1992 9,060 1.2% 2512 2.2% 2,833 3.0% 686 1.3% 15,091 1.7% 30,987 1.7%
1993 9,084 0.3% 2550 1.5% 2,885 1.8% 694 12% 15213 08% 31,314 1.1%
1994 9,107 0.3% 2,576 1.0% 2,920 1.2% 701 1.0% 15304 0.6% 31,523 0.7%
1995 9,101 -0.1% 2,605 1.1% 2,959 1.3% 705 0.6% 15370 04% 31,711 0.6%
1996 9,108 0.1% 2,646 1.6% 3,006 1.6% 711 09% 15471 0.7% 31,962 0.8%
1997 9,186 0.9% 2,700 2.0% 3,062 1.9% 722 15% 15,670 1.3% 32,452 1.5%
1998 9,266 0.9% 2,750 1.9% 3,117 1.8% 729 1.0% 15862 12% 32,862 1.3%
1999 9,394 14% 2,803 1.9% 3,198 2.6% 743 19% 16,138 1.7% 33,419 1.7%
2000 9,576 1.9% 2,863 2.1% 3,281 2.6% 759 22% 16,479 21% 34,095 2.0%
2001 9,737 1.7% 2917 1.9% 3,392 3.4% 773 1.8% 16,819 21% 34,767 2.0%
2002 9,896 1.6% 2,960 1.5% 3,498 3.1% 787 18% 17,141 19% 35361 1.7%
2003 | 10,027 1.3% 3,001 1.4% 3,631 3.8% 798 1.4% 17,457 18% 35944 1.6%
2004 | 10,127 1.0% 3,033 1.1% 3,762 3.6% 807 11% 17,729 1.6% 36,454 1.4%
2005 | 10,197 0.7% 3,057 0.8% 3,893 3.5% 812 06% 17,959 13% 36,896 1.2%
2006 | 10,248 0.5% 3,075 0.6% 4,016  3.2% 819 09% 18,158 1.1% 37,333 1.2%
2007 | 10,294 04% 3,098 0.7% 4110 2.3% 827 1.0% 18,329 09% 37,771 1.2%

Sources: California Dept. of Finance, Demographic Research Unit
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Table 12: Components of Population Change -- California & Southern California Counties
Figures in thousands, July 1 data compared with July 1 data the previous year

Los Angeles County Natural Incr. Net Total Net Int'l Net Domestic
Year Pop. Chg. Births Deaths (Birth-Death) Migration Migration Migration
2002 158.4 151.6 59.9 91.7 66.7 85.5 -18.8
2003 131.2 152.4 59.4 93.0 38.2 73.6 -35.4
2004 100.6 151.3 61.2 90.1 10.5 71.8 -61.3
2005 69.1 151.4 59.4 92.0 -22.9 63.4 -86.3
2006 51.5 150.7 60.1 90.6 -39.1 65.3 -104.4
2007 46.6 152.5 60.8 91.7 -45.0 69.6 -114.6
Orange County Natural Incr. Net Total Net Int'l Net Domestic
Year Pop. Chg. Births Deaths (Birth-Death) Migration Migration Migration
2002 43.2 45.0 16.6 284 14.8 20.8 -6.0
2003 40.8 45.2 16.9 28.3 12.5 18.9 -6.4
2004 31.9 45.0 17.5 275 4.4 18.4 -14.0
2005 23.4 447 17.0 27.7 -4.3 15.5 -19.8
2006 18.6 441 17.2 26.9 -8.3 16.3 -24.6
2007 22.8 44.6 17.4 27.2 -4.3 17.6 -21.9
Riverside County Natural Incr. Net Total Net Int'l Net Domestic
Year Pop. Chg. Births Deaths (Birth-Death) Migration Migration Migration
2002 63.1 257 12.9 12.8 50.3 7.3 43.0
2003 80.0 27.7 12.9 14.8 65.2 6.7 58.5
2004 77.6 285 13.6 14.9 62.7 71 55.6
2005 80.9 30.4 13.2 17.2 63.7 6.7 