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A Year Ago...
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California Economic Outlook




Let’s Start with Demographics

% Dof.ca.gov/forecasting/demographics
% ficalpop@dof.ca.gov

tate of Calforia DRU Data Huh AboutDRU  Reports  Estimates  TractCrosswalk  Building Footprints ~ More~
ent of Finance

Calif,o}nié Dept. of Finance

| De;‘hﬁfgjraphic Research Unit

Data Hub

% 39.5 million (as of July 1, 2025)
% 40.8 million projected peak (2050)
% 39.5 million (projected 2070)




Under-18 Decreasing
139K Per Year

Prime Working Age
Decreasing by 27K Per
Year

Older Workers
Decreasing by 30K Per
Year

Older Californians
Increasing by 60K Per
Year




4th | argest Economy in the World

CALIFORNIA

th LARGEST ECONOMY
IN THE WORLD




California GDP Outpaced U.S.

Real GDP: Percent Change at Annual Rate, 2025:Q2-2025:Q3

Quintile percent changes
B 5.1% to 6.5%
B 27%t05.1%
[ 4.3%to 4.7%
[]3.8%to43%
[ ]0.4%to03.8%

U.S. percent change = 4.4%

GDP Gross domestic product
U.S. Bureau of Economic Analysis




Indusiry Contributions to California Real GDP Growth

s The information indusiry has
driven GDP growth in
California since 2023 Q1

% Tech, Manufacturing and
Finance sectors drove much
of the growth in the first three
quarters of 2025

All, other than Info residual

Information == == = Al Industry Total
Info + Prof, scientific, & tech - Info + Prof, scientific, & tech + Manufacturing + Finance
Info + Prof, scientific, & tech + Manufacturing
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Jobless Growth
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Unemployment rates by state,
seasonally adjusted, December 2025

(U.S. rate = 4.4 percent)

SOURCE: Bureau of Labor Statis tics

ocal A U sloy Statis tics .
Local Area Unemployment Statis ti 9% or lower




California Unemployment Rate
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Low- and High-Wage Definitions

High-Wage Sectors

Manufacturing
Mining and logging

Financial activities
Information

Professional and business
services

~$96,000

California 2024 Average Wage

Low-Wage Sectors

Construction

Trade, transportation and utilities
Private education and health
services

Leisure and hospitality
Government

Other services

~30%

of total
payroll jobs

~70%

of total payroll
jobs



Private Education and Health Services
State & Local
Management of Cor
Information
Other Services
Professional, Scientific, Technical Services
Construction
Financial Activities

Mining and Lo

Administrative, Waste Mgt and Remediation

Federal Civilian
Leisure and Hospitality
Trade, Transportation, and Uilities
Manufacturing
-150 -100 -50 S50 100 150 200
Number of Jobs (Thousands)

| monfarm in




Housing Permits Running Below Historical Levels

California Annual Units Permitted

53,700
50,800

44,100

62,200

56,200

107,800
113,000

101,000

20,000 40,000 60,000 80,000 100,000
2015-2019 Annual Average 2021-2024 Annual Average m Jan-Oct 2025 Average
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California “Big Three” Revenues

Big Three Revenue Long-Term Trajectory
(Dollars in Billions)

$1708B
(-$46B; -21%)

$13%9B
(-$0.4B; -0.3%) Forecast

$77B
(-$1 ggp—i 8%) (-$16B; -17%)
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Budget Act Gowvernor's Budget - = = 53-Percent Annual Growth From 2018-19

Projected revenue figures exclude the estimated impact of the temporary credit limitation and net operating loss suspension
adopted in the 2024 Budget Act.

Shaded bars indicate previous U.S. recessions.

Source: Cdlifornia Department of Finance, 2026-27 Gowvernor's Budget Forecast.




California’s Progressive Tax Structure

California Personal Income Tax Resident Liability

Top 1% Liability —— o Liability of Remaining Returns — - Cdlifornia Economy
(174,000 Returns; 37% of taxes in 2023) [=17.5 million returns) [Personal Income)

Shaded bars indicate US, recessions.
Source: Califcmia Department of Finance.,




Capital Gains Realizations Revised Higher

Capital Gains Realizations as a Share of Personal Income

i | Forecast >

Shoded bars indicate previouws LS recessions.
Source: California Department of Finance, 202827 Governor's Budget Forecast,




“ Uncertain federal policymaking
“ Changes in tariffs
¢ Increase in deportations/stricter

immigration/H-1B visa limitations

«» Stock market correction
*» Persistent high inflation
s Monetary policy




Ongoing
Structural Risks to

the State

Continued
housing
shortage

and extreme
climate events




The Golden State

* #1 in Fortune 500 Companies

LI USEEROW) . .
G ARl <+ #1 in new business starts

** #1 in venture capital funding

*» Los Angeles (among top 10
cities in the U.S. for Al
businesses




Southern California Implications

“* Plan for high output, uneven
job growth

*» Diversification is an advantage
but paired with modernization

s Cost pressures

*» Tailor workforce strategy to
new growth model

¢ Variability in public-sector
capacity




Diversified Region in Concentrated Growth State

+» Southern California’s
diversification
provides stability

*» Look for opportunities
in Al-driven capital
surges
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Regional Pressure Points

“* Housing Supply Gap

*» Elevated
Unemployment

** Revenue Volatility




Key Takeaways

** Modest population
growth

> Al-driven gains

U L.j_“ial n a\JU‘ DI/

*» Elevated policy risks s | WSS
and uncertainty ey | < | B \‘I

/ CALIFORNIA

++» Workforce and
education investment
are crucial




Long-Run County Forecasts

g Vil Long-Run County Level Forecasts

The State of California
Demographic and Economic Profile and Long-Run Forecast San Francisco County Location Map
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San Francisco County
Demographic and Economic Profile and Long-Run Forecast
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