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California’s Job Creation/Losses

California Job Gains & Losses, 1984-2009
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Inland Empire Job Change, 1984-2009

Job Change
Inland Empire, Annual Average, 1984-2009
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Worst National Unemployment Rates

Unemployment Rates, December 2009
Worst U.S. Metropolitan Areas, Over 1 million Population

Orange Co. 9.1%
Seattle 9.1% Source: U.S. Bureau of Labor Statistic
New York 9.2%
Nashville 9.4%
St. Louis 9.8%
Birmingham 9.8%
Cincinnati 9.9%
San Francisco 10.1%
San Diego 10.1%
Alanta 10.1%
Louisville 10.2%
Memphis 10.3%
Chicago 10.6%
Portland 10.6%
Miami 10.9%
Jacksonville 11.3%
San Jose 11.5%
Orlando 11.9%
Los Angeles 12.0%
Charlotte 12.1%
Sacramento 12.3%

Tampa 12.4%
Providence 12.5%

Las Vegas 13.1%
Inland Empire | 15.0%

Detroit 15.3%




conomy ...
Still Slowing In January

Job Creation/Destruction, Seasonally Adjusted
California Metropolitan Areas, January 2010 vs. December 2009

Orange County 11,300

San Diego
Silicon Valley
Salinas

Kern
Stockton
Ventura

East Bay
Modesto

ban Francisco/Marin
Santa Barbara
Santa Rosa
Inland Empire
Los Angeles

Source: CA Employment Development Department




259,200 Unemployed -
Nearly 3 times Normal

Number of Unemployed
Inland Empire, 2000-2009
|
264,900

| i T

Jan-00 Jan-01 Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09
e: CA Employment Development Department




14,000
12,000
10,000

8,000
6,000
4,000
2,000

0

(2,000)
(4,000)
(6,000)
(8,000)

10,000)

12,000)

14,000)

(
(
(
(16,000)

Level of Declines

Slowly Being Reduced

Monthly Job Creation/Destruction

Inland Empire, Seasonally Adjusted, 2000-2010
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Source: CA Employment Development Department




Shrinking Our Economy

Total Building Permit Valuation
Inland Empire, 1990-2009 (billions)

$10.3 Billion Hole

In IE Economic Base

$12.1 $12.5

$7.7 Billion From
Residential Decline
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Economic Base

Construction: Blue Collar
Manufacturing: Blue Collar

Logistics: Blue Collar

CA Policies Discourage Blue Collar Job Creation
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Percentage Change In Retail Sales
City of San Bernardino

Change In Retail Sales
San Bernardino, 1992-2009
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Assessed Valuation Change
City of San Bernardino

Growth of Assessed Valuation
San Bernardino, July 1 2002-2009

18.5%

2003 2004 2005 2006 2007 2008

Source: San Bernardino County Assessor




Revenue Assumptions

Sales, Property, Utility, Other Tax Revenues

Revenue Assumptions
San Bernardino, FY 2011 to FY 2015
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Housing Demand Rose With Population

CA Home Restrictions

Slow Growth
NIMBY's
Endangered Species

LA County Total
1997-2007
New Units

101,930

Water Z
1997 18.3 million people/3.9 million SFR homes = 4.66

1997-2007 Add 3.0 million people: Need 652,732 Homes = 4.66
1997-2007 Actual New homes 542.680

1997-2007 Shortfall 110,052
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Prices Had To Take-Off To Eliminate Buyers

Exhibit 8.-Price Trends, New & Existing Homes
Inland Empire, 1988-2008, Quarterly
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Sales Soars Until Late 2005 ... Back to 2002

Price Peak

Exhibit 9.-All Homes Sales, Inland Empire
Seasonally Adjusted, by quarter, 1988-2009
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Inland Empire Has 1,080,328 Homes

Sold/Refi 2004-7 Notices of Default Share of 2004-7
359,044 (33%)
269,283
628,327 (58%) 250,831
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Shadow Inventory of Foreclosures?

Upside Down: 628,327

Notice of Default: 230,691

Notice of Trustee Sale: 183,447
REO/ 39 Party Sale: 119,066

Bank Resale
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Will Banks Suddenly Act Against
Problem Homeowners ...

OR
Will They Slowly Take Homes?
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Exhibit 41: Option ARM and Alt-A mortgage resets become a much bigger issue in mid-
2009 as the trouble shifts away from subprime
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Specific San Bernardino Issue
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One

San Bernardino
Riverside
Ontario
Victorville
Rialto

Upland

Hemet
Redlands
Apple Valley
Indio

Moreno Valley
Rancho Cucamonga

of Two City Families A Renter

Share of Dwellings That Are Rentals or Vacant
Inland Empire Cities Over 65,000 People

151.5%
51.1%
48.4%
48.1%
47.5%
46.1%

44.9%

44 .8%

44.7%

43.0%

41.5%

39.1%

20 00/

Lower Income
Less Spending
Low Voter Turnout
Lack of Civic Involvement
Unstable School Classrooms




One of Four Detached Homes A Rental

Share of Dwellings That Are Rentals or Vacant
Inland Empire Cities Over 65,000 People

25.3%

e |

San Bernardino 25.0%

Lower Income
Lower Spending
Property Maintenance Issues
Lower Home Values
Lower Assessed Valuation
Calls For Police Service
Unstable School Classrooms

Source: American Community Survey, Census Bureau




Share of Population On Public Aid

Share of City Population On Assistance

San Bernardino County's Cities, 2009

Barstow 39.7%
Adelanto 38.5%
San Bernardino | 138.3%
Victorville 27.3%
Colton 25.9%
Hesperia 25.9%
Needles 25.7%
Yucca Valley 251%
Rialto 23.3%
Fontana 22.7%
Apple Valley 21.6%
Ontario 20.8%
Montclair 20.2%
Highland 17.0%
Big Bear Lake 14.4%
Yucaipa 11 22 140;6
Redlands 1% . 1
Upand m 1155 71 in 5 County Aid
Loma Linda .8% = =
Chino 10.5% Recipients In SB
Twentynine Palms 10.5%
Grand Terrace 8.8%
Rancho Cucamonga 7.2%
Chino Hills 4.4%

Source: San Bernardino County Human Services Agency




Is There Any Good News?




U.S. Gross Domestic Product, 2000-2009
Percentage Change, Annualized Growth Rate (no inflation)
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Empty Shelves

U.S. Inventory to Sales Ratio, 1985-2009
Months of Inventory On Hand At Existing Sales Levels

1.65
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Where Will Recovery Be Seen?
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Weak Recovery ...

Housing Will Lag not
Lead As It Normally
Does!




Housing: Supply & Demand

Supply From Demand From
Foreclosures . Lower Prices

< 3
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SB City Existing Home Sales
Iriple the Recent Low

Existing Home Sales
San Bernardino, Seasonally Adjusted, By Quarter, 1988-2009
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Demand > Supply & Price Rising
Though Assessed Valuation Is Still Down

Existing Home Prices, Quarterly
San Bernardino, By Quarter, 1988-2009
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New Home Sales, Small Uptick

New Home Sales
San Bernardino, Seasonally Adjusted, By Quarter, 1988-2009
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New Home Prices, Still Falling

New Home Prices, Quarterly
San Bernardino, By Quarter, 1988-2009
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Soaring Inland Housing Affordability
Easily Sets A Record

Housing Affordability, Inland Empire
Share of Families Afford Median Priced Home, 1990-2009
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SB City Home Price Advantage

Home Price Advantage, Hemet & Southern California Markets
Median Priced New & Existing Home, 4th Quarter 2009

BMedian All Home Price | [San Bernardino Advantage

$505,000
$392,000
$342,000 $369,000
256,000
$229,000 i
$190,000
$113,000
San Bernardino  Inland Empire Los Angeles San Diego Orange

Source: Dataquick




40 Lowest Price Zip Codes of 601

Hinkley 92347
Desert Ctr 92239
Barstow 92311
Landers 92285
Campo 91906
Lucerne Vly 92356
Palmdale 93591
29 Palms 92277
Needles 92363
Cedarpns Pk 92322
San Benardino 92410
Banning 92220
Lake Hughes 93532
San Benardino 92401
Green Vly Lk 92341
Cabazon 92230
Morongo Vly 92256
Hemet 92543
San Benardino 92411

$25,000
$43,000
$47,000
$55,000
$56,000
$60,000
$63,000
$64,000
$65,000
$65,000
$69,000
7000
$70,000
1$70,000
$71,000
$72,000
$75,000

$75,000
1$75,000

SB 92407 $135,000
Compton $141,000

Jacumba 91934
Dsrt Hot Spr 92240
San Benardino 92405
San Benardino 92408
Yucca Valley 92284
Anza 92539
Sugarloaf 92386
Running Spr 92382
San Benardino 92404
Lancaster 93535

$89,000
$89,000
1$90,000
$90,000

$92,000
$94,000
$95,000

| 1$97,000

N $95.000




Price Stability Now Likely
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Some Constructlon-Actlwty W|II Occur In 2010, Not
Major Activity Awaits 2011 or 2012
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Office Market

Housing Slowdown
Hurts!
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Office Space Absorption

Office Net Space Absorption
Moving 4-quarters, Inland Empire, 1991-2009
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Office Vacancy Rate Has
Jumped Dramatically

Exhibit 8-2.-Office Space Availability Rate
Inland Empire, 1991-2009
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Why ... The Inland Empire Slowdown?

‘Housing Finance
‘Escrow

Title

‘Home Insurance
‘Developers
‘Engineers

‘Planners
D
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Office Financing System A Difficulty

Finance Offices For 5 Years At Interest Only

End of 5 Years, A Balloon Payment

Refinance for Another 5 Years

Problem:
‘Rising Vacancy Rates Hurt Value & Ability to Refinance
*Financial Crisis Halting Ability to Refinance

Local Banks Forced to Take Properties Worth Less Than Loan
Value ... Can’t Make As Many Loans

3/15/2010 46




Blue Collar Industrial Jobs
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Why Blue Collar Jobs Important?

High School or Less School, 2008
Share of Population, 25 & Over

58.0%

42.6%

37.1% 3579

Imperial  San Bernardino Riverside = Los Angeles So. California  Ventura Orange San Dieg

Source: American Communitu Survey, 2008




Ports On West Coast Nearest Asia

Los Angeles Long Beach
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Deep Water Ports As Ships Draw
Over 50 feet of Water

8,000-Container Post-Panamax Ships

3/15/2010




San Pedro Bay Volumes

Port Container Traffic
Ports of Los Angeles & Long Beach, 1990-2009 & Long Term (million TEUs)

15.815.7.
2 14'311.8

373841445154 58 6.5 7.

P NP PP R PSLSRLSLIT OISl &P 2
NN M N MINNIIN MAC M OSIEOSI S S S Sl Sl S S N

TEU=20 foot equivalent container units
Source: Ports of Los Angeles & Long Beach; Forecast: Moffatt & Nichol Engineers
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U.S. Economy Has Shrunk

Job Creation or Destruction
U.S., 1998-2009, Seasonally Adjusted (000)

750

500

", bl bl .

(500) -8,425,000 Jobs H
(750) \
(1,000)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: U.S. Bureau of Labor Statistics




CA Ports Increasingly

Regarded As Unreliable By BCOs

= 1996 UP Buys SP, Trains Can’t Move

= 2002 ILWU-PMSA Lockout/Strike

= 2004 93 Ships Can’t Be Unloaded: Not Enough Labor
= 2005 Rains Wash-Out Rail Track

= 2007 Clean Truck & Infrastructure Fees

= 2008 Employee Truck Mandate & Lawsuits

= 2009 Riverside Suing Ports to Stop Expansion

= 2009 LA-Oak Congressional Lobby-Employee Driver

3/15/2010




Diversion & 4-Corners Strategy
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Logistics Gained 76,500
But Now Lost -11,700

Logistics Sector Job Growth
Inland Empire, 1991-2009

7,500 8,700

4,900 4 400 4,800

(2,000)

Kohl’s Will Help Both Jobs & Sales Taxes

(9,700)

_

Inventory Cycle Has Bequn To Start Helping
First Major Inland Sector To Start Back
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Manufacturing Sector Job Growth

Inland Empire, 1991-2009

6,100 7,6007,700 6,200

4,500
500 500

(3,300)
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Source: CA Employment Development Department



Industrial Space Gross Absorption

Inland Empire, 1991-2009 (moving 4-quarter total)
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Industrial Vacancy Rate Soaring

Exhibit 7-2.-Industrial Space Availability Rate
Inland Empire, 1991-2009

26%
ggj SB-Redlands 24.1%

20%
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Industrial Lease Rates
Lowest In Decade

Exhibit 21.-Annual Industrial Asking Lease Rates
Inland Empire, 2000-2009

Again ... Hurts Assessed Valuation

$2.00 - ‘
2000 1 20011 20021 2003 1 2004 1 20051 20061 20071 2008 1 2009 1 20101
Source: Grubb & Ellis




I
When Will “Normal” Start To

Return?

2010 National
Inland Empire
2010 Logistics
2011-12 Manufacturing
2012-13 Construction
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The New Normal

- Layoffs

* Furloughs

» Cities Contracting Out Municipal Services (Trash, Parks)
* Cities Combining Fire Departments

 Cities Combining Police Departments or Using Sheriffs

« Cities Filing for Bankruptcy Protection
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SB Needs A Discussion

The One Constant — The Clty S Odd Form of Government




While Waiting For Recovery....

HELP 54 '-.
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www.johnhusing.com
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