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Section 1: Introduction

In preparation for the fifth annual 2014 Southern California Association of Governments (SCAG)
Economic Recovery and Job Creation Summit, this report provides an update of the current
state of the Orange County economy, with special attention paid to estimates and projections
for economic recovery and job creation in the aftermath of the Great Recession. The topics
discussed here focus on Orange County economic indicators including:

Key Existing and Emerging Industries

e Occupational Employment and Salary Growth
e Income and Poverty Statistics

e Educational Attainment Demographics

e Housing Market and Construction Activity

The barometers and analyses reviewed are intended to clarify the economic standing of Orange
County. In addition, they will contribute to better understanding of Orange County’s recovery
progress, and will help answer questions regarding expectations of when Orange County can
regain its pre-Recession peak employment levels. Further, an overview of the county’s
economic and demographic indicators reveal areas with the most potential for employment
growth amidst the shifting economic landscape. Finally, the report concludes with an analysis of
Orange County’s current and projected economic growth and job creation trends that include
estimates and a timeline for the county’s return to pre-Recession employment levels.
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Section 2: Employment Estimations for Economic Recovery

California State University Fullerton calculates employment estimations by industry through
2016, reflected in their economic forecast report. A year-over-year comparison employment
growth shows approximately how close each industry is to reaching 2007 employment levels in

the short-term ( Exhibit 2.1):

Exhibit 2.1  CSUF: O.C. Industry Employment
Est. YoY
Growth
2007 2013 2014e 2015¢ 2016e | 2013-2016
Natural Resources 600 500 500 500 500 -
Construction 103100 | 77,300 | 845800 | 90,200 | 98400 7,030
Manufacturing 180,400 157,900 157,500 160,800 164,200 2,100
Durable Goods 126,200 | 114,800 | 115800 | 118,800 | 121,500 | 2,230
Nondurable Goods 54,200 43,100 41,600 42,000 42,700 (130)
Wholesale Trade 86,900 | 79,200 | 80,200 | 82300 | 84,700 1,830
Retail Trade 161,200 | 145700 | 147,200 | 148200 | 148,700 | 1,000
Transportation & 28,900 | 27,900 | 27,900 | 28,400 | 28,800 300
Utilities
Information 31,200 | 25400 | 26,000 | 26300 | 26,500 370
Financial Activities | 127,700 | 112,500 | 109,200 | 108,500 | 108,000 | (1,500)
Professional & 269,100 | 264,500 | 273,000 | 282,100 | 293,000 | 9,500
Business Services
Educational & 142,700 | 181,900 | 187,900 | 192,500 | 196,900 | 5,000
Health Services
Leisure & 172,900 | 187,800 | 192,200 | 197,000 | 202,000 | 4,730
Hospitality
Other Services 47,400 45,500 47,600 48,800 49,800 1,430
Government 159,400 | 148,300 | 150,000 | 150,400 | 150,800 830
Total Nonfarm 1,515,800 | 1,454,200 | 1,484,000 | 1,516,100 | 1,552,300 | 32,700

Source: OCBC Analysis of CSUF Economic Forecast 2015

These estimated quarterly employment levels adopted from California’s Employment
Development Department (EDD) are contrasted with the average annual employment for 2007
to forecast the employment gap needed to be closed in each category. As shown above, by the
end of 2014, four individual industries will have returned to pre-Recession employment levels:
Professional & Business Services, Education & Health Services, Leisure & Hospitality, and Other

Services. This should come as no surprise; the first three industries are widely recognized as
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Orange County’s largest and most essential differentiators compared to its regional peers.
Furthermore, total overall nonfarm employment is on-track for surpassing pre-Recession levels
by the end of 2015 — a year earlier than previously forecasted.

The distribution of this employment, however, will have shifted dramatically compared to the
beginning of the Great Recession. Each industry will vary in the time it takes to return to pre-
Recession employment, if that industry should ever regain its previous employment levels. One
example of such a case is Finance, which has seen numerous struggles in regaining
employment. CSUF supports that Construction and Professional
employment feature the fastest estimated annual growth.

& Business Services

In all, CSUF forecasts Orange County’s payroll job growth to be 2.0 percent in 2014 and 2.2
percent in 2015, with 29,800 new payroll jobs created in 2014 and 32,100 jobs in 2015. Job
density is rapidly expanding in Orange County as demonstrated in Exhibit 2.2. This is in contrast
with Los Angeles County and the Inland Empire, that show that even in the past ten years
Orange County has a much stronger influx of new jobs relative to its expanding population.

Exhibit 2.2 Demographics of Employment Change by Region

Demographics of Employment Change by Region

Orange County Los Angeles Inland Empire
1993- 2003- 1993- 2003- 1993- 2003-
2013 2013 2013 2013 2013 2013
Avg. Annual Employment Change 15,551 4,376 13,832 2,405 23,450 13,987
Avg. Annual Population Change 29,529 18,989 46,118 28,908 77,502 87,449
Ratio of Emp. To Pop. 0.53 0.23 0.3 0.08 0.3 0.16
Source: California State University Fullerton Economic Forecast 2015
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The above analysis concern nonfarm employment, sometimes called payroll employment,
which also excludes self-employed individuals. Many Orange County residents have
transitioned to contracted or entrepreneurial work in response to the Great Recession’s
negative impact on traditional employer hiring habits. Comparing total employment in the labor
force to nonfarm employment, Orange County’s total employment is likely to recover even
sooner than diagnosed by nonfarm employment forecasts. Exhibit 2.3 shows both of these
employment totals side by side, and also demonstrates the year that each is estimated to
return to its pre-Recession state. The gap between nonfarm employment and total
employment widened significantly from 2008 onward, demonstrating a larger concentration of
the labor force migrating to non-payroll means of employment. Nonfarm employment is
scheduled to recover between 2015 and early 2016, while total employment including self-
employed and contracted workers will be healthily above 2007 employment levels sometime in
2015.

Exhibit 2.3 O.C. Employment Forecast: Total Employment vs. Total Nonfarm
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1,400,000
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1,200,000
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Source: OCBC Analysis of CSUF Economic Forecast 2015
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Based on CSUF’s forecasts for industry performance, Orange County is growing where it is most
important: in its key industries that differentiate the region and pulling forward additional
recovery in lagging industries. All signs are pointing to 2015 as the year when Orange County
will regain full pre-recession employment, and the consistent steady growth seen in 2014 thus
far supports this trend. Jobseekers should be prepared to capitalize on current job market
growth and tailor their skills to find their perfect job fit by 2015 — the tools are available, and it
is time to move forward.
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Section 3: Orange County Overview

On a monthly basis, how close is the overall county employment to regaining its pre-recession
status? Exhibit 3.1 estimates that seasonally adjusted nonfarm employment was 1.48 million
this past September, only 32,000 jobs away from matching October 2007’s employment totals.
Assuming a conservative growth rate of 30,000 jobs per year as forecasted by Cal State
Fullerton, this further supports that Orange County will be back on track within 2015.

Exhibit 3.1  O.C. Nonfarm Employment (Seasonally Adjusted)
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Source: California EDD

For the past several decades, Orange County has consistently enjoyed unemployment rates
below regional, state, and national averages. Exhibit 3.2 demonstrates that even during the
depths of the Great Recession, Orange County’s unemployment rate tracked closely to the
national average, and tended to be at least two percent below California’s overall rate. Since
2013 until Fall 2014, Orange County’s unemployment rate has fallen about 1 percent year-over-
year, reached a unemployment rate of 4.9 percent in May 2014, and stands at 5.1% as of
September 2014.
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Exhibit 3.2  Unemployment Rates (Jan. 2008 — Sep. 2014)
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However, unemployment levels alone cannot demonstrate the long-lasting impacts that the
Great Recession has left on the county’s labor force. This has affected labor participation rates,
led students to prolong their education careers, caused underemployment, discouraged
workers, and has contributed to long-term unemployment. Exhibit 3.3 shows levels for both the
employed and unemployed in Orange County, and demonstrates how the labor force has
contracted during the Recession. The labor force accounts for all those employed and those
seeking employment but does not include discouraged workers or unemployed persons who
are not actively looking for work. The size of the overall labor force has maintained a steady
growth since 2010 and will likely reach pre-Recession levels by 2015.
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Exhibit 3.3  O.C. Labor Force (2008-2014)
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Even as the labor force is recovering, participation is declining; some of the unemployment
reductions could be attributed to more discouraged workers leaving the labor force.
Participation dropped sharply in 2009 and has continued to fall over the subsequent four years,
implying that there is untapped potential to retrain those out of the labor force and establish
their working niche.

Exhibit 3.4 Labor Force Participation Rate
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Source: California EDD, California Dept. of Finance
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Demographics

Exhibit 3.5 summarizes demographic projections showing a dramatic increase in the proportion
of residents above the age of 65, a slight increase in the 55-64 age range, and fewer younger
residents across the board. In addition, the exhibit also reflects a future decline in the
percentages of working adults (16 — 54 years).

Exhibit 3.5  Projected Components of Population by Age in O.C. (2010-2060)

m 2060
m 2010

Age
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Source: California Department of Finance

In recent decades, Orange County’s population growth has been mainly attributed to Natural
Increase (Exhibit 3.6). Foreign immigration into Orange County has continued to increase,
accounting for over 151,000 in population growth since 2000. Population growth experienced
in the 2000s was primarily due to natural increase (299,661 residents), or about 30,000 new
births annually. However, population growth due to natural increase has gradually slowed, with
the number of births dropping almost 14 percent in 2008, a typical trend during recessionary
periods. Natural increase rates have yet to return to pre-recession levels, but the return of
positive net migration has driven population growth forward with its relative spike in 2011, the
first net positive migration since 2001.
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Exhibit 3.6  O.C. Population Growth (2000-2013)
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Real GDP growth estimates for Orange County appear mostly positive, with relatively stable

recovery through 2015. Chapman University estimates a 3.1 percent year-over-year

improvements by 2015, roughly on par with the estimates of Cal State University, Fullerton
(CSUF) (forecasting 1.7 percent GDP growth in 2013 and 2.5 percent in 2014).

Exhibit 3.7
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Overall, Orange County’s economy is very close to regaining its pre-Recession performance
status. Unemployment rates continue to fall drastically, travel and trade volumes are on the
rise year-over-year, and reports reveal an optimistic outlook regarding a continued
improvement in overall production. A deeper look into the industries and occupations that
comprise Orange County’s strengths sheds further light on the true status of Orange County’s
post-Recession economic wellness.
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Section 4: Key Existing and Emerging Industries

At the two-digit NAICS level, Orange County’s largest industries in terms of total employment
are Professional & Business Services, Educational & Health Services, and Leisure & Hospitality.
As of September 2014, the greatest year-over-year percentage growth has been seen in
Construction at 9.2 percent, Transportation, Warehousing & Utilities at 4 percent and
Information at 3.2 percent. Only two sectors, Financial Activities and Nondurable Goods
Manufacturing experienced year-over-year employment declines, dropping by 3 and 2.9
percent, respectively. While Exhibit 4.1 is a five-year overview of employment changes for the
county, Exhibit 4.2 explores the past 12 months in greater detail; showing to date how each
major industry varied. Government employment showed the most variation thanks in part to
seasonality, but ended the full-year period with slightly higher overall employment levels.
Construction, Professional & Business Services, and Education & Health Services all showed
consistently positive growth each month staying ahead of September 2013 levels.

Exhibit 4.1 0.C. Monthly Industry Trends (2010-2014)
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Exhibit 4.2  O.C. Industry Employment Change Comparison (Sep-13 to Sep-14)
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Exhibit 4.3 provides detail of Orange County’s most recent industry growth obtained from the
California EDD dating from the original state of employment around the start of the Great
Recession (October 2007) as it compares to its current state (September 2014). Farming-related
industries have scarcely changed over the past year; this is reflected in the near-identical year-
over-year growth in nonfarm and total employments. Only Leisure & Hospitality and Education
& Health Services have experienced employment increases since 2007. However, several other
industries are quickly approaching their pre-Recession employment levels such as Professional
& Business Services and Transportation, Warehousing & Utilities. The most significant growth in
employment rate has been attributed to the Construction sector which experienced an increase
of 9.19 percent from 2013 to 2014. The same sector also leads actual employment growth with
7,300 new jobs. Further, the unemployment rate is down 1 percentage point year-over-year,
and is currently only 1 point above the October 2007 target for pre-Recession unemployment.

Section 4 — Key Existing and Emerging Industries Page | 16



Exhibit 4.3 Industry Employment Change

Industry Employment Change Vs. August 2014 Vs. October 2007
September Actual Percent Actual Percent
LIERERY 2014 Change Change Change Change
Civilian Labor Force 1,619,300 4,400 0.27% | 10,600 | 0.66% 7,000 0.43%
Civilian Employment 1,537,500 | 10300 | 067% | 26300 | 1.74% | -8700 | -0.56%
Civilian Unemployment 81,300 5,900 | -6.73% | -15,700 | -16.10% | 15,800 | 23.94%
Total, All Industries 1,485,100 | 12,200 | 0.82% | 28,100 | 1.93% | -43,800 | -2.86%
Total Nonfarm 1,482,400 | 12,200 | 0.82% | 28200 | 1.94% | -a1,400 | -2.72%
Mining and Logging 600 0 0.00% 100 20.00% 0 0.00%
Construction 86,700 2,700 3.21% 7,300 9.19% | -15,900 | -15.50%
Durable Goods 114,600 1,300 | -1.12% 400 035% | -10700 | -8.54%
Manufacturing
m’:i‘]j;i:t‘:iﬁg“ds 41,700 -700 1.65% | -1300 | -3.02% | -11,900 | -22.20%
Wholesale Trade 80,000 200 0.25% 900 1.14% | -7400 | -8.47%
Retail Trade 146,200 0 0.00% 2,100 1.46% | -15100 | -9.36%
Transportation, o o o
Warchousing & Utilties 28,700 400 1.41% 1100 3.99% 800 2.71%
Information 26,000 -100 -0.38% 800 3.17% | -4,800 | -15.58%
Financial Activities 109,100 100 0.09% | -3,300 | -2.94% | -11,900 | -9.83%
';;‘r’\f/?;;'so”a' & Business 272,400 1,400 0.52% 7,100 2.68% | -3,800 | -1.38%
Eedfvcizz':’”a' & Health 188,000 1,700 0.91% 5,100 2.79% | 36900 | 24.42%
Leisure & Hospitality 195,200 1,300 | -0.66% | 4,000 2.09% | 19,800 | 11.29%
Other Services 46,600 21,200 | -2.51% 1000 219% | -1,300 | -2.71%
Government 146,600 10,200 | 7.48% 2900 2.02% | -14,500 | -9.00%

gg’t'('e'a“ Sl 5.10% -0.30% -1.00% 1.00%

Source: California EDD

In terms of industry wages, Exhibit 4.4 indicates that overall pay levels have increased by 11
percent since 2007 and by 3.4 percent since last year. Management, Information and
Manufacturing have all demonstrated the greatest salary increases since 2007; each reflecting
over 22 percent in salary growth. Health Care and Transportation & Warehousing are the only
two industries that saw a year-over-year decline in salary levels; however Manufacturing and
Professional Services have maintained a steady wage growth since 2013, appreciating by 5 and
7 percent respectively.
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Exhibit 4.4 Industry Salary Change

Industry Salary Change Vs. Q1 2007

Industry Q1 2014 &ca‘:;'e Zf"acne;‘;
Total, All Industries $57,200 | $1,872 3.4% $5,668 | 11.0%
Agriculture, Forestry, Fishing & Hunting $23,920 $208 0.9% -$572 -2.3%
Construction $60,632 $2,392 4.1% $4,836 8.7%
Manufacturing $74,152 $3,588 5.1% $14,040 | 23.4%
Wholesale Trade $79,924 $1,092 1.4% $5,460 7.3%
Retail Trade $33,124 $156 0.5% -$156 -0.5%
Transportation and Warehousing $48,256 | -$4,212 | -8.0% | $5,564 | 13.0%
Information $94,120 $4,160 4.6% $20,072 | 27.1%
Finance and Insurance $108,680 | $2,340 2.2% | $11,908 | 12.3%
Real Estate and Rental and Leasing $69,004 | $4,888 7.6% $9,464 | 15.9%
Professional and Technical Services $88,712 | $5,980 7.2% | $16,536 | 22.9%

Management of Companies and

Enterprises $118,508 | $8,632 7.9% | $29,068 | 32.5%

Administrative and Waste Services $38,220 | $1,040 2.8% $5,720 | 17.6%
Educational Services $36,244 | $1,404 4.0% $2,964 8.9%
Health Care and Social Assistance $46,176 -$208 -0.4% $364 0.8%
Arts, Entertainment, and Recreation $30,732 $572 1.9% $4,368 | 16.6%
Accommodation and Food Services $20,488 $156 0.8% $1,404 7.4%
Other Services, Ex. Public Admin $33,072 $728 2.3% $4,056 | 14.0%

Source: California EDD

Exhibit 4.5 highlights the fastest growing industries in Orange County since January 2010 at the
3-digit NAICS level. Significant job growths are shown in the following industries: Credit
Intermediation at over 45 percent, Computer System Design at 21 percent and College
Employment with over 35 percent growth. These rapidly-growing industries are positively
correlated with the sizable employment pools of the largest three 2-digit NAICS-classified
industries in Orange County. Further, improvements in the Construction industry are also noted
—an essential indicator of post-Recession recovery due to expanded land development.
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Exhibit 4.5 Top Ten Fastest Growing Industries in O.C. by Percent Growth
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The entrepreneurial and innovative community of Orange County is world-famous, and it is an
ideal platform for employers and workforce professionals to unite and develop new
opportunities in the four emerging groups of industries that cross traditional cluster boundaries
in: International Trade, Information Technology, Creativity, and Green Technology. These four
drivers have become important elements of employment from all of Orange County’s major
industry clusters, offering a better understanding of the County’s workforce needs in the most
critical areas for growth potential.

Exhibit 4.6 shows the employment levels of each cross-cutting cluster across 12 different
industry groups, including total employment. The four cross-cutting clusters consisted of
approximately 271,000 jobs over 12 different industry clusters in 2013. Workers in these
clusters consistently earned higher than average salaries, approximately $19,000 above the
Orange County average wages. Although the vast majority of industries have an International
Trade component, Creativity and Information Technology were shown to exert the greatest
impact on one of Orange County’s most important clusters for innovation, the Business Services
industry.
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Exhibit 4.6  O.C. Cluster Drivers (2013)
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Orange County’s geography provide it with distinct advantages in international trade including
proximity to the ports of Long Beach and Los Angeles, well-connected freeways and road
system for fleet transportation, rail lines providing national trade linkages, proximity to
international and domestic airports such as John Wayne Airport and LAX, and a large and
growing multicultural presence. CSUF estimates that in 2013, the Los Angeles-Long Beach-Santa
Ana MSA ranks third in the nation for merchandise export volume. In addition, about 13
percent of Orange County’s gross metropolitan product is generated from exports. As
demonstrated by Exhibit 4.7, the top countries that Orange County exports to are Mexico and
Canada, totaling $5.9 billion and $2.9 billion in trade, respectively. China, Japan and South
Korea account for the remaining top five trade partners for the county, together contributing to
21.9 percent of the total merchandise exports. Consistent with previous years, the two most
dominant export sectors continue to be Transportation Equipment and Computer/Electronic
Products; both accounting for over 48 percent of total exports and exceeding $11.7 billion per
year.
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Exhibit 4.7  O.C. Exports by Country (2006-2015) Forecast
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Exhibit 4.8 shows how shipping container activity has remained relatively strong, even through
the roughest depths of the Great Recession. The Port of Los Angeles is well above activity
recorded in August 2013, but the Port of Long Beach has fluctuated throughout 2013 since its
decade high in August 2013, and has settled at slightly above the previous year’s average
activity.

Exhibit 4.8  Ports of Long Beach & Los Angeles Total Container Activity (2009-2014)
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Tourism is a key component of Orange County’s economic prosperity; beautiful beaches and
world-class theme parks attract visitors from all over the country and significantly contribute to
the county’s monetary inflows. John Wayne — Santa Ana Airport (SNA) is Orange County’s travel
gateway, and has demonstrated significant recovery in air travel frequency and volume since
the Great Recession. Over 834,000 travelers were reported in August 2014, a slight decline
since the previous year but performing ahead of August 2008’s traveler counts. Both passenger
totals and air cargo tons have generally been on the rise year-over-year.

Exhibit 4.9  John Wayne Airport (SNA) (2007-2014) Monthly Total Passengers
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Orange County’s Information Technology (IT) industry exhibits tremendous growth potential for
the county. IT is a significant element of many Orange County businesses and regions with a
large and diverse high-tech economy have an edge in attracting and retaining high-tech firms.
To this end, Orange County has long been a key player in electronic software, technical services,
and hardware manufacturing. As discussed in the International Trade overview, the majority of
Orange County’s international exports rely on the success of Information Technology. The
average IT salary is $82,784 in Orange County, about $30,000 more than the annual countywide
average salary in the remaining industries. According to California’s Employment Development
Department, the state’s top-earning occupations in Information Technology include
Information Systems Managers ($140,555 annual salary), Information Research Scientists
(5121,248 annual salary), and Computer Hardware Engineers ($110,926 annual salary).
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The Creativity sector consists of industries that emphasize culture, art, and design either as a
primary driver or significant contributor. Specifically, the sector consists of creative
professionals and enterprises that take powerful, original ideas and transform them into
practical and innovative goods. Two-thirds of the Creativity cluster’s employment is derived
from the Business & Professional Services cluster. Thanks to the new definition of Creative
professions which includes publishing and printing, this cluster contributed to an increase of
15,000 jobs from 2012 to 2013, an increase of over 40 percent.

Green Technology refers to industries that create solutions for energy, infrastructure, and
advanced materials that are both environmentally conscious and cost minimizing. The clusters
with the greatest employment totals in Green Technology for 2013 included Business &
Professional Services, Advanced Manufacturing, and Construction — a split emphasis in
producing environmentally-conscious products and applying concepts at a strategic level via
consulting services. The greatest employment growth has stemmed from Clean Transportation,
thanks to Orange County’s renewed commitment to alternative fuel vehicle infrastructure.
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Section 5: Occupational Employment and Salary Growth

Exhibit 5.1 shows the top ten fastest-growing occupations according to the EDD’s predictions
and their relative recent salary levels. In terms of job growth rate, the fastest-growing
occupations are driven by many high-paying scientific, medical, and business positions. In fact,
over half of the top occupations by projected percentage growth are related to health care.

Exhibit 5.1  Average Salaries of Fastest-Growing Occupations in O.C. (2010-2020)
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Source: OCBC Analysis of California EDD Data, QCEW Dataset

Overall, salary growth has been positive since the end of the Great Recession. According to
Exhibit 5.2, the highest salary growth from 2012 to 2013 was seen in Transportation (2.4
percent), Management & Administration (1.7 percent), Business & Professional Services (0.8
percent), and Advanced Manufacturing (0.8 percent).
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Exhibit 5.2  O.C. Cluster Salary (2009-2013)
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Exhibit 5.3 shows the results of the California EDD’s Quarterly Census of Earnings and Wages
(QCEW) for the first quarter of 2014 compared to last year’s annual average salary and
employment levels by major occupation group. Overall, annual wage levels have increased by
1.7 percent since 2013 across all occupations, averaging $53,114. The largest salary growth in
the current year was observed in the Health Care Practitioners and Technical occupations,
increasing by $5,273 or 6.4 percent and averaging $88,100 annually. Other leaders in salary
growth include Legal occupations ($3,491 or 3.2 percent increase) and Arts, Design,
Entertainment, Sports, and Media occupations (53,037 or 5.6 percent increase).

Despite steady annual employment growth, average salaries for Education, Training and Library
occupations fell by over $1,000 year-over-year. Other occupations with declining salaries
include Transportation & Material Moving (5553 reduction), Protective Services ($1,003
reduction) and Farming, Fishing & Forestry occupations ($988 reduction). Occupation groups
with the highest employment growth tended to also feature ample salary growth.
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Exhibit 5.3

Orange County Occupational Wages and Employment (2013 — 2014)

Annual Average Salary

Annual Average Employment

Actual Percent Actual Percent
Occupational Title | Q12014 | Q12013 | Change Change Q12014 | Q12013 | Change Change
Total, All
Occupations $53,114 $52,219 $895 1.7% 1,452,430 | 1,410,970 41,460 2.9%
Management $127,877 | $126,368 $1,509 1.2% 89,960 86,460 3,500 4.0%
Business and
Financial
Operations $76,070 $74,527 $1,543 2.1% 95,750 89,060 6,690 7.5%
Computer and
Mathematical $89,658 $87,677 $1,981 2.3% 48,280 46,740 1,540 3.3%
Architecture and
Engineering $89,992 $87,924 $2,068 2.4% 35,000 33,500 1,500 4.5%
Life, Physical, and
Social Science $76,971 $75,398 $1,573 2.1% 14,190 12,970 1,220 9.4%
Community and
Social Services $50,525 $50,830 ($305) -0.6% 16,270 14,940 1,330 8.9%
Legal $111,188 | $107,697 $3,491 3.2% 12,040 11,410 630 5.5%
Education,
Training, and
Library $59,873 $60,876 ($1,003) -1.6% 73,300 71,910 1,390 1.9%
Arts, Design,
Entertainment,
Sports, and Media $57,678 $54,641 $3,037 5.6% 19,720 19,910 (190) -1.0%
Healthcare
Practitioners and
Technical $88,100 $82,827 $5,273 6.4% 64,770 66,410 (1,640) -2.5%
Healthcare Support | $33,918 | $33,035 $883 2.7% 33,470 34,820 (1,350) -3.9%
Protective Service $50,504 $51,507 ($1,003) -1.9% 22,870 21,920 950 4.3%
Food Preparation
and Serving-
Related $23,388 $23,157 $231 1.0% 136,920 130,780 6,140 4.7%
Building and
Grounds Cleaning
and Maintenance $26,300 $26,167 $133 0.5% 54,250 51,770 2,480 4.8%
Personal Care and
Service $27,055 $26,871 $184 0.7% 37,010 32,550 4,460 13.7%
Sales and Related $44,668 $44,352 $316 0.7% 161,300 154,130 7,170 4.7%
Office and
Administrative
Support $39,845 $38,970 $875 2.2% 257,770 257,730 40 0.0%
Farming, Fishing,
and Forestry $22,597 $23,585 ($988) -4.2% 1,630 1,650 (20) -1.2%
Construction and
Extraction $53,461 $52,975 $486 0.9% 57,230 54,070 3,160 5.8%
Installation,
Maintenance, and
Repair $49,343 | $49,027 $316 0.6% 43,990 44,030 (40) -0.1%
Production $33,756 $33,262 $494 1.5% 104,260 103,330 930 0.9%
Transportation and
Material Moving $31,005 $31,558 ($553) -1.8% 72,450 70,890 1,560 2.2%

Section 5 — Occupational Employment and Salary Growth

Source: OCBC Analysis of California EDD Data, QCEW Dataset
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Section 6: Income and Poverty Statistics

Orange County features one of the highest median annual incomes in the state, reaching over
$74,000 for households and over $33,000 per capita in 2013. Income growth has picked up
slightly since 2010, with increases of over $2,400 in both measures of income. Exhibit 6.1
demonstrates the change in each type of income group, as well as the change in poverty rate
since 2000. As of 2012, the poverty rate in Orange County was estimated at 13.5 percent and
has been climbing by roughly 0.33 percentage points per year. Due to the significant cost of
living variance across cities within Orange County, the county-level poverty rate may not fully
capture the actual conditions of the greatest poverty “red zones” within the county such as in
Santa Ana.

Exhibit 6.1  O.C. Income and Poverty Rate of Individuals (2000-2013)
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The median income for households in Orange County is $74,163 and the majority of households
are earning above the median. Exhibit 6.2 shows the distribution of household earnings within
predefined groups. The four groups above the $50,000 to $74,999 range represent 49.5 percent
of Orange County households; while the five groups below it comprise only 34.3 percent of
households. The largest single range is the $100,000 to $149,999 group and describes 17.4
percent of households.
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Exhibit 6.2 0.C. Household Income Groups
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A new measure developed by the Public Policy Institute of California (PPIC) and Stanford
University reveal that the poverty status in Orange County may be more significant than
previously thought. The California Poverty Measure (CPM) is an adapted method of estimating
county poverty rates in California. This measure offers greater precision in calculating regional
overall cost of living differences — especially housing — and other factors unique to California.
With a CPM estimated rate of 24.3 percent, Orange County has the fourth highest poverty rate
compared to 41 Californian counties, differing from the traditional poverty rate measure by
11.5 percent. This disparity is largely due to Orange County’s high cost of housing and appears
to disproportionately affect youth and the working poor.
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Exhibit 6.3  Poverty Rates by Region (2011)

Poverty Rates by Region, 2011

Percentage in Poverty, Percentage in Percentage of Children
Official Poverty Rate Poverty, CPM Ages 17 and Below in

County Measure Measure Differential Poverty
Orange 12.8% 24.3% 11.5% 17.9%
Los Angeles 18.2% 26.9% 8.7% 27.2%
Riverside 15.9% 20.4% 4.5% 24.9%
San Bernardino 18.4% 19.5% 1.1% 28.3%
California 17.0% 22.0% 5.0% 23.8%
United States T 22.6%

Source: American Community Survey, Public Policy Institute of California, and Stanford Center on Poverty and Inequality
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Section 7: Educational Attainment Demographics

Greater educational attainment leads to a better-equipped workforce earning more and
creating greater social and economic returns to the county. Exhibit 7.1 displays the population
percentage by educational attainment in Orange County for those above the age of 25.

Exhibit 7.1  O.C. Educational Attainment, Population over 25 (2013)

Total Population Age 25+: 2.07 million

M Less than 9th Grade

H 9th to 12th Grade, No Diploma
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Source: Census Bureau, 2013 American Community Survey, 1-year Estimates

In 2013, Orange County’s over-25 population totaled 2,071,353. Orange County’s workforce is
relatively well-educated — 45.1 percent of Orange County’s “working age” residents have
obtained at least an Associate’s degree, and 84.2 percent have obtained at least a high school
diploma. The three largest groups are those holding: a Bachelor’s Degree, high school diploma,
and those who have attended college but have not obtained a degree.

With each successive increase in educational attainment, earnings improve and the potential
for moving out of poverty increases as shown in Exhibits 7.2 and 7.3. Bachelor’s degree holders
comprise the majority of Orange County’s workers above age 25, earning a median annual
wage of over $59,500.
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Exhibit 7.2  Median Wages by Educational Attainment, Workers over 25 (2013)
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Exhibit 7.3 Unemployment & Poverty Rates by Educational Attainment (2013)
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Section 8: Housing Market and Construction Activity

While long-term workforce housing demand continues to grow due to job creation and
population growth, very few new housing units were constructed in the last five years
particularly at the height of the Great Recession. The Orange County real estate market has
recently turned around, with home prices rebounding dramatically since the start of 2013 and
continuing their ascent throughout 2014. Exhibit 8.1 shows a comparison of previous existing
median home prices and a combination of new and existing homes sold in Orange County
reflecting how home sales have changed throughout recent months.

According to the California Association of Realtors (CAR), in 2013 only 48.7 percent of Orange
County units were owner-occupied while 51.3 percent were renter-occupied units. In August
2014, the median price of an existing single-family detached home in Orange County was
$669,430 — a drastic 33.3 percent increase over August 2008’s median price of $524,594, and a
0.6 percent month-over-month increase since July 2014. This indicates not just improvement,
but a housing boom from the real estate market as property values jumped dramatically at the
start of 2013 and maintained high price points well into 2014.

Exhibit 8.1 0.C. Median Home Prices (2008-2014) New vs. Existing Homes
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Orange County’s rate of building new housing units noticeably escalated in 2013, averaging
above 600 units per month since January. In particular, July 2013 brought a great influx of new
projects to the county, with over 1,700 housing permits total for the month. In contrast, the
housing permits growth in 2014 has been more reserved but still prevalent compared to
Recession-time construction rates. Irvine is the primary city responsible for the majority of new
residential permits followed by cities such as Yorba Linda, Fullerton, Tustin and Anaheim

contributing small but notable amounts. The full breakdown of building permits per month for
Orange County is shown in Exhibit 8.2.

Exhibit 8.2  O.C. Housing Permits (2009-2014)
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Orange County has remained very consistent among other Southern California counties in the
level of generating new building permits per month in 2013. Exhibit 8.3 compares Orange
County’s permit activity with those of other prominent counties in California. Los Angeles is the
only other county that has been consistently higher than Orange County in its level of permit
activity, but in recent months Orange County finished in the middle of the pack.
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Exhibit 8.3  Residential Building Permits by County (2014)
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Home values have skyrocketed since 2013, but how have home sales expanded during the
recovery years? Exhibit 8.4 shows that sales rates year-over-year have slowed with higher
market prices, and only in the most recent months of 2014 have sales slightly returned to
previous year values.

Exhibit 8.4  Single Family Home Sales, Year-Over-Year Percent Change
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Apartment rental rates in Orange County have also considerably increased since the start of
2013, and the average rent increased by $61 from 2013 to 2014. At the city level, Irvine has
stood with the highest overall rents with significant spikes in February, July, and August 2014,
while other cities such as Santa Ana and Huntington Beach have varied above and below the
county average in recent months.

Exhibit 8.5 0O.C. Average Apartment Rental Rates by City
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Rental adoption in Orange County is largely due to the difficulties facing families and individuals
desiring home ownership in a high-priced market. CAR's Traditional Housing Affordability Index
(HAI) measures the percentage of households that can afford to purchase the median priced
home in Californian counties, and shows Orange County as the lowest among Southern
Californian counties once again.
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Exhibit 8.6  California Association of Realtors Affordability Index

California Association of Realtors Affordability Index

County Q22014 | Q12014 | Q2 2013
Orange County 20 21 23
Los Angeles 30 31 37
Riverside County 41 42 49
San Bernardino 58 61 69
San Diego 26 27 32
Ventura 28 29 36

Source: California Association of Realtors

How will Orange County’s home prices change over the coming years? Chapman University’s
midyear economic forecast includes annual average estimates for the median home value in
the county. With 2013 making up for substantial lost ground in home values thus far, the
Chapman estimates call for a 6.9 percent increase in the median price for 2014 and a 4.1
percent in the year after. Estimates for housing recovery by Cal State University, Fullerton are
modest by comparison, predicting 2-4 percent growth through 2013 and 4 to 7 percent growth
across the following three years.

Exhibit 8.7 0.C. Housing Prices: Annual Percentage Change
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Additionally, LAEDC’s Orange County analysis includes a forecast for building permit activity at
the residential and industrial levels. Compared to other Southern Californian counties, Orange
County led its peers in the housing permit growth rate since the end of the Great Recession,
dipping slightly in 2012, leading again in 2013, and slowing down compared to its peers in 2014.
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Exhibit 8.8 LAEDC: Total Housing Permits Comparison

Annual % Change

L.A. Orange Inland Ventura A Orange Inland Ventura

\CEL County County Empire County LA-5 County Empire County LA-5
2003 21,313 9,311 43,001 3,635 77,260 2003 10.1%  -22.5% 29.2% 45.0% 15.0%
2004 26,935 9,322 52,696 2,603 91,556 2004 26.4% 0.1%  22.5% -284% 18.5%
2005 25,647 7,206 50,818 4,516 88,187 2005 4.8%  -22.7% -3.6% 73.5% -3.7%
2006 26,348 8,371 39,083 2,461 76,263 2006 2.7% 16.2%  -23.1%  -45.5%  -13.5%
2007 20,363 7,072 20,457 1,847 49,739 2007 “227%  -15.5%  47.7%  -24.9%  -34.8%
2008 13,704 3,159 9,101 842 26,806 2008 -32.7%  -55.3%  -55.5%  -54.4% -46.1%
2009 5,693 2,200 6,685 404 14,942 2009 -58.7%  -30.4%  -26.5%  -52.0%  -44.3%
2010 7,468 3,091 6,269 590 17,418 2010 32.1% 40.5% -6.2%  46.0% 16.6%
2011 10,403 4,807 5,214 640 21,064 2011 39.3% 55.5% -16.8% 8.5% 20.9%
2012 13,100 5,400 5,400 840 24,740 2012 25.9% 12.3% 3.6%  31.3% 17.5%
2013 15,700 8,800 8,900 600 34,000 2013 19.8% 63.0% 64.8%  -28.6% 37.4%
2014f 21,100 11,100 13,700 900 46,800 2014f 34.4% 26.1%  53.9%  50.0%  37.6%
2015f 27,000 13,200 19,900 1,400 61,500 2015f 28.0% 18.9% 45.3% 55.6% 31.4%

Sources: Construction Industry Research Board, California Homebuwilding Foundation; forecasts by LAEDC

Nonresidential permits are slightly a different story for Orange County, with greater growth
estimated for 2013 and 2014 only to slightly dip in 2015. Forecasts in 2014 and 2015 show a
steady growth rate for Orange County that is somewhat slower than other counties.

Exhibit 8.9 LAEDC: Private Nonresidential Construction Permits by Valuation

In Millions of Dollars

Annual % Change
L.A. Orange Inland Ventura L.A.5-
Year County County Empire County County

L.A. Orange Inland Ventura L.A.5-
Year County County Empire County County

2002 2,920 1,209 1,473 289 5,891 2002 17.8% -10.4% 3.5% 6.5% -11.0%
2003 2,832 1,006 1,720 37e 6,037 2003 0.4% -16.8% 16.8% 31.1% 2.5%
2004 3,174 1,133 2,485 353 7,145 2004 8.3% 12.6% 44.5% -6.9% 18.4%
2005 3,824 1,495 2,394 a7z 8,085 2005 20.5% 32.0% -3.7% 5.4% 13.2%
2008 3,896 2,401 2,852 326 8,475 2006 1.9% 60.6% 19.1% -12.4% 17.2%
2007 4,739 2,005 2,824 346 8,915 2007 21.6%  -16.5% -1.0% 6.1% 4.6%
2008 4,491 1,439 1,781 345 8,055 2008 -5.2%  -28.2%  -37.0% -0.4%  -18.8%
2008 2,674 952 710 153 4,489 2009 -40.5%  -33.8%  -60.1%  -55.5%  -44.3%
2010 2,677 1,182 792 160 4,782 2010 0.1% 20.9% 11.7% 4.7% 6.5%
2011 2,965 1,291 904 141 5,301 2011 10.8% 12.1% 141% -12.1% 10.9%
2012 3,683 1,263 1,074 127 6,147 2012 24.2% -2.2% 18.9%  -10.3% 16.0%
2013 4,028 1,454 1,555 124 7,162 2013 9.4% 15.1% 44 8% -2.2% 16.5%
20141 4,550 1,725 1,875 140 8,290 2014f 13.0% 18.6% 20.5% 13.2% 15.8%
2015f 4,975 1,875 2,100 150 9,100 2015f 9.3% 8.7% 12.0% 7.1% 9.8

Sources: Construction Industry Research Board, California Homebuilding Foundation; forecasts by LAEDC
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Section 9: Other Predictions for Post-Recession Recovery

CSUF’s Orange County Business Expectations Survey (OCBX) is a measure of future business
expectations by major Orange County executives. A value above 50 indicates a general
expansion of the county’s ability to grow new businesses, and a value below 50 signifies a
decline. As shown in Exhibit 9.1, the index hit a striking 93.9 for Q3 2013; the highest rating
achieved since July 2004, and has more recently settled at a strong 85.7, signifying that Orange
County business executives have a very healthy level of confidence in Orange County’s
economy for the remainder of the year.

Exhibit 9.1 0.C. Business Expectations - OCBX
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Orange County’s strengths exists in advanced manufacturing and related high multiplier effects
and therefore monitoring the outlook for the manufacturing sector provides a key window on
future employment trends. Exhibit 9.2 is a measure aggregating survey results on conditions for
manufacturing in Orange County according to purchasing managers. Like the OCBX, a value
above 50 for the index indicates general expansion of the county’s manufacturing economy,
and a value below 50 shows a decline. The index for 2014 thus far is fairly positive, residing 12.6
points above the expansion benchmark and maintaining growth over the past two consecutive
quarters.
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Exhibit 9.2 0.C. Manufacturing Composite Index
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Source: Chapman University

Where will employment growth develop through the end of 2014? The LAEDC’s assessment of
Orange County’s job gains is in accordance with post-recession growth — driven primarily by
Leisure & Hospitality, Construction, Professional Scientific & Technical Services, and
Manufacturing. These figures capture absolute growth instead of the growth rate, and
demonstrate the ever-present industry clusters indicative of the county.

Section 9 — Other Predictions for Post-Recession Recovery Page | 39



Exhibit 9.3  O.C. Employment Growth, 2014 Forecast (in Thousands of Jobs)

Construction
Frofl Scientific & Tech.
Manufacturing
Leisure & Hospitality
Admin. & Support
Retail Trade
Health Services
Wholesale Trade
1.0 Finance & Insurance
1.0 Management of Enlerprises
0.9 Government
0.7 Transportation & Utilities
0.5 Education
0.3 Other Services
0.2 Real Estate, Rental & Leasing
0.2 _ Information

Source: LAEDC 2014 Economic Forecast

Total employment across Orange County’s industries is steadily reaching pre-Recession levels as
a result of generally positive forecasted job growth rates. The LAEDC anticipates that the annual
averages of Orange County’s nonfarm employment will surpass 1.49 million by 2015. According
to the EDD, the annual average employment in 2007 was 1.52 million for the county; for the
year thus far, 2014’s annual average employment is 1.47 million, which is relatively close to the
EDD’s estimates for the full year. Assuming gains on the order of the blended average of CSUF
and LAEDC, Orange County should reach 2007’s annual average n the 2015-2016 time period.
This assumption presumes that employer demand for additional hiring will remain steady and
that employers themselves will be willing to expand their staffs to pre-Recession levels, and
thus far employers have proven to be very active in their new hiring policies.
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Exhibit 9.4  0.C. Employment Estimates (2003-2015f) (in Thousands of Jobs)
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With greater employment levels comes a greater influx of discretionary income for residents to
utilize in their daily purchases. Coinciding with the Recession’s rise and fall, income and taxable
retail sales have improved over the past several years. Exhibit 9.5 shows how personal income
is projected to exceed $180 Billion by 2015. Retail sales are also forecasted to maintain growth
through 2015 although their rates are slowing due to the prominence of big-ticket online
shopping. These steady, normalized spending habits are a clear sign of recovery and a return to
form for Orange County.

Exhibit 9.5 0.C. Personal Income Levels and Taxable Sales Growth (2003-2015f)
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Source: LAEDC 2014 Economic Forecast
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In addition to the business expectations index, Cal State University, Fullerton also developed
the Southern California Leading Indicator. This index analyzes trends in civilian employment
extrapolated from the: unemployment rate, building permit activity, and the pacific consumer
confidence index. Changes in the index generally take hold slightly before changes in actual
employment levels, making the index a reasonable predictor of regional employment.
Currently, the index is projecting a substantial positive trend for overall activity in Southern
California over the next three to six months.

Exhibit 9.6  CSUF Southern California Leading Indicator
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Source: California State University Fullerton

Similarly, Chapman University is projecting year-over-year growth for the entire state of
California’s payroll employment in the short term through its own Employment Indicator Index.
The index is comprised of changes in California’s real GDP, real exports, the S&P 500 and
construction spending in the state. Quarter by quarter, the S&P 500’s improvements and
substantial increases in building permit valuation are helping the index increase relative to the
county’s recent employment improvements.
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Exhibit 9.7 Chapman University Employment Indicator Index
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As indicated by LAEDC’s measure of personal income and retail sales growth, consumer
confidence in Orange County is improving. Chapman’s Consumer Sentiment Index for California
compares consumer attitudes towards the present-day economy and their thoughts on
whether things will improve in the future. For the first time since Q1 2007, the current
sentiment index exceeded 100 points in Q3 2013. A score above 100 for this index indicates an
overall positive feeling about the Californian economy, suggesting that consumers statewide
are feeling more comfortable today to participate in big-ticket spending than in any of the past
six years. Five-year highs were also observed for current economic conditions in Q3 2014,

tracking even slightly ahead of future conditions.

Section 9 — Other Predictions for Post-Recession Recovery

Page | 43



California Consumer Sentiment Index Current vs. Future Sentiment

Exhibit 9.8
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Section 10: Final Thoughts

Two significant threats have the potential to impede Orange County’s return to economic
strength: job growth in predominantly low-wage sectors, and an increase in housing prices that
in turn affects affordability. Jobs in the Health Care industry, a key growth driver for Orange
County, are mainly comprised of low-paying services and assistant roles that may be difficult to
maintain average livable standards. When employment levels return to pre-Recession levels,
the ratio of low wage to high wage jobs in the county’s makeup may be vastly different. Many
of these service jobs are part-time, non-technical, and offer little in terms of advancement. A
county dominated by these jobs holds back the earning potential of its labor force.
Furthermore, the combination of low income and high home values is a significant risk to
steady economic growth. Workforce-affordable housing encourages families to settle in Orange
County, giving back to the region through spending, taxes, and work that contributes to the
community.

In summary, Orange County’s outlook to achieve pre-Recession employment recovery appears
on track to occur around 2015. Consumers and business executives alike are united in reporting
a positive outlook for the county’s economic growth and job creation. Manufacturing
improvements have a significant multiplier effect on employment in other sectors, as does
Construction with its ability to renew activity in commercial development. The challenge for
Orange County will be to maintain this positive push through the next several years —improving
the job pipeline from education to employment and accommodating high-wage and/or
emerging occupations will be critical in maintaining this momentum. Should Orange County
continue on its current trajectory; a full-scale recovery for payroll employment could be
expected within the next two years, and 2014 has demonstrated that all signs are pointing to an
imminent recovery.
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