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Beacon Economics
• Economic research firm founded in 2006 with a 

commitment to letting the data determine the 
answer.

• Impact studies, Policy Analysis, Regional 
Development and Revenue Forecasts

Today’s Presentation
➢ What we think is happening in our economy (our 

social narrative or “lived experience”)

➢ What is actually happening in our economy (our 
objective statistical reality)

➢ It is the combination of the two that drives the 
forecast: Narratives drive choices, economics 
determines outcomes.

Good choices and smart policies start with 
the correct narrative.

Social 

Narratives
Economic 

Reality

Social 

Narratives

Slides available by using QR code at end of presentation, or email Kristen@beaconecon.com 
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The 2025 Narratives
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Forecast Accuracy?

2019: The Real Estate Recession

2020: The Pandemic Depression

2023: The Yield Curve Recession



That Other Economic Narrative
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Robert Shiller CAPE 
Cyclically Adjusted Price / Earnings Ratio



That Other Economic Narrative
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Bitcoin Market Capitalization ($Billions)

Rank Company
Market Cap 

(approx.)

1 Nvidia ~$3.9–4.2 T

2 Microsoft ~$3.7 T

3 Apple ~$3.2 T

4 Amazon ~$2.3 T

5 Alphabet (Google) ~$2.18 T

6 Meta Platforms ~$1.8 T

7 Saudi Aramco ~$1.60 T

8 Broadcom ~$1.29 T

9 TSMC ~$1.22 T

10 Berkshire Hathaway ~$1.05 T



Beacon’s Outlook 2025

Economic Trends: slowed, not stopped

• Drags: Pandemic stimulus sugar-high waning, reduced labor supply, political 

and economic uncertainty

• Strengths: Household & business finances, inflation / rates down

• More fiscal and monetary stimulus being thrown at the economy

The California Economy

• Local economic fundamentals still solid 

• Housing supply shortages remain greatest barrier to growth

• Largest problems are largely self-made, bad policy drive by false narratives

Beware the Imbalances

• Strong private sector finances a function of unsustainable public deficits and 

debt accumulation along with financial asset bubbles

• Growing external imbalances are the weak link in the chain, and falling 

demand to invest in the US will lead to higher rates and inflation    
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Las Vegas Gaming 
Revenues

Consumers: Still Having Fun!

10.0

11.0

12.0

13.0

14.0

15.0

16.0

17.0

18.0

J
a

n
-1

8

N
o

v
-1

8

S
e

p
-1

9

J
u

l-
2

0

M
a

y
-2

1

M
a

r-
2

2

J
a

n
-2

3

N
o

v
-2

3

S
e

p
-2

4

J
u

l-
2

5

Auto / Light Truck Unit 
Sales (Mil, SAAR)
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Retail Spending Restaurants

Nominal Sales Restaurants / Bars

YoY Growth



Tourism and Hotels
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Spending on Foreign 
Travel (Real) SAAR

Foreign travel by U.S. residents

Expenditures in the United States by
nonresidents
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US Revenue 
Passenger Air Miles
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State Visitor Counts and Hotels
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California Total Visitor Counts

Business Leisure

Source: Tourism Economics

Location
Sep-25 

RevPAR ($)

1-Year Chg. 

(%)

Chg. since 

Feb-20 (%)

United States 97.92 -2.3 51.6

Monterey 182.34 2.2 43.7

Napa 268.45 1.3 40.1

Orange County 147.48 -1.1 52.4

San Luis Obispo 119.93 -1.6 31.3

Inland Empire 89.72 -3.0 40.3

Santa Barbara 164.53 -3.4 37.8

Sonoma 126.24 -5.6 8.8

Los Angeles 132.54 -6.4 32.7

San Diego 145.92 -7.9 51.7



The Wine Industry?
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Real Consumption of Alcohol

Spirits Wine Beer Alcohol w/ meals
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California Grape Crush
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Source: United States Department of Agriculture

Partner Country
Jul-25 YTD 

($ Mil.)

1-Year YTD 

Chg. (%)

2019 to 

2024 Chg. 

(%)

Total Wine Exports 452.9 -30.2 -1.6

United Kingdom 84.2 -10.3 -27.2

Canada 59.9 -70.5 11.3

Japan 53.7 22.1 -12.7

Korea, Republic Of 27.7 -4.1 133.5

France 22.4 13.1 1.9

Denmark 20.6 1.1 3.5

China 16.9 -77.2 124.3

Germany 12.8 6.8 -37.5

Netherlands 12.3 -13.7 130.1

Mexico 11.6 17.4 6.2





Tourism Over-Supply?
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The Recent Consumer Slowdown

Jul-25

YOY 
24-25 Abs. decel

Real consumption (PCE) $16,408 2.1% -$102.0

Health care $2,931 3.9% -$48.0

Nonprofit institutions $402 -8.1% -$37.5

Transportation services $500 0.0% -$14.8

Furnishings and durable eq $446 0.9% -$12.5

Gasoline and energy goods $316 -1.5% -$11.4

Recreational goods vehicles $805 4.9% -$10.5

Recreation services $623 1.0% -$10.0

Financial services $1,185 2.4% -$8.1

Food services and acc $1,083 1.7% -$4.7

Motor vehicles and parts $612 3.5% $5.4

Housing and utilities $2,666 1.1% $10.7

Other $3,118 2.5% $11.8

Food beverages $1,191 1.7% $13.2

Clothing and footwear $529 4.9% $14.2
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Overall Financial Conditions: Great!
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Household Debt as % of 
GDP
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Payment Issues, Not Debt Issues
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Only gains for the top 10%?

2024 

Average 

Gross HH 

Income

Real 

Growth 

14-24

Real 

Growth 

04-14

Lowest $18,460 22.8% -7.1%

Second $49,380 23.4% -3.3%

Middle $84,390 21.3% -0.8%

Fourth $136,800 21.1% 2.3%

Highest $316,100 26.5% 4.5%

Top 5% $560,000 30.9% 2.7%

Average Gross Income by 

Household Quintile

20.0%

25.0%

30.0%

35.0%

40.0%

45.0%

J
u
l-

8
9

J
u
l-

9
2

J
u
l-

9
5

J
u
l-

9
8

J
u
l-

0
1

J
u
l-

0
4

J
u
l-

0
7

J
u
l-

1
0

J
u
l-

1
3

J
u
l-

1
6

J
u
l-

1
9

J
u
l-

2
2

Share HH Net Worth

Top 1% 90-99% Bottom 90%



Transfers and Taxes
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And How About California?





The California Slowdown
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Unemployment Rate

US CA
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Empty Offices / Government Deficits

Location
Q1-25 (000s 

sq. ft.)

Empty Sq. Ft. 

per Office 

Using Emp.

Los Angeles (MD) 40,307 38.8

Boston 26,140 33.7

Denver 25,258 52.1

San Francisco (MD) 24,151 51.2

Phoenix 20,440 32.3

San Jose 19,989 48.7

Seattle 18,390 29.3

Austin 16,018 38.2

Oakland (MD) 11,445 44.9



Household Incomes Still Rising
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Median Household Income

California United States

Rank out of 3,200 2023 Med HH Inc
2 Santa Clara $154,954
3 San Mateo $151,485
10 Marin $139,644
18 San Francisco $126,730
25 Contra Costa $122,794
30 Alameda $119,931
52 Orange $110,042
54 Placer $109,713
56 El Dorado $108,594
59 Ventura $107,667
61 San Benito $107,324
70 Santa Cruz $105,631
77 Napa $104,686
82 San Diego $103,674

Ranked Median Household Income by 

County



Other Relative Metrics
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California Spending
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California Real Per Capita Spending Metro
1-Year Chg. 

(%)

Chg. Since 

Q4-19 (%)

California 0.6 23.8

Los Angeles (MD) -1.0 15.4

Inland Empire 1.4 40.6

Orange County (MD) 0.4 21.6

San Diego 0.6 28.5

Oakland (MD) 1.6 15.1

Sacramento 0.9 28.0

San Jose 2.1 15.8

San Francisco (MD) 3.8 16.8

Stockton 4.8 73.1

Fresno 2.8 38.5

Bakersfield -0.4 42.1



State Inequality?
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California Poverty Rate California Incomes by Race / Age 2019-24

By Race HHs Income

Households 13,798 4.9% $100,149 24.5%

American Indian 175 66.6% $85,434 48.3%

Hispanic 4,405 12.5% $83,179 30.7%

Black 817 -0.5% $71,211 29.1%

Asian 2,200 16.4% $130,548 25.4%

White 5,730 -6.7% $110,258 19.6%

By Income

15 to 24 years 393 8.0% $53,512 21.0%

25 to 44 years 4,725 6.3% $110,732 28.5%

45 to 64 years 4,967 -1.3% $115,871 22.8%

65 years + 3,713 11.9% $71,673 22.8%



State Poverty?
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Business Investment Profits
2025

23-24 24-25
Q2

Private fixed investment 4349.3 3.7% 2.2%

Information processing equip 608.1 4.7% 18.8%

Software 841.4 7.1% 9.9%

Transportation equipment 323.2 2.2% 4.8%

Power and communication 128.4 9.1% 3.5%

Industrial equipment 267.0 0.6% 3.4%

Research and development 655.1 2.3% -0.7%

Residential 785.1 5.1% -1.3%

Entertainment, literary, and artistic 89.5 -1.5% -2.6%

Manufacturing 145.1 21.0% -2.7%

Commercial and health care 164.3 -5.7% -3.9%

Mining, shafts, and wells 93.6 -6.5% -16.0%
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How About Manufacturing?
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Inflation?

Price Growth by Consumer Spending

PCE Prices 2.7%

Financial services and insurance 5.3%

Transportation services 4.4%

Housing and utilities 4.3%

Recreation services 3.3%

Food services accommodations 3.1%

Other services 2.9%

Health care 2.8%

Other durable goods 2.8%

Motor vehicles and parts 2.6%

Food and beverages Retail 2.2%

Furnishings and household eq 2.1%

Other nondurable goods 1.4%

Clothing and footwear -0.3%

Recreational goods and vehicles -1.8%

Gasoline and other energy goods -5.9%
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The Fed’s Directional Shift
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Rates Dropped / Credit Easing
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What to make of the Red Wave?

Year

Change in U Mich 

Cons Sentiment 
Index from start of 

Admin

Incumbent 

Party

1984 33.7% WIn

1976 16.5% Loss

1996 15.1% WIn

2016 10.6% Loss

2012 9.9% Win

1964 8.8% Win

2004 5.1% Win

2000 4.3% Loss

1972 4.0% Win

1988 1.8% Win

1968 -12.3% Loss

1992 -16.3% Loss

2024 -20.4% Loss

2020 -21.5% Loss

1980 -24.9% Loss

2008 -28.1% Loss



Who should Trump thank for 
his big election sweep? 
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Slowing Labor Market?
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Monthly Change Payrolls

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

J
a

n
-0

5

D
e

c
-0

6

N
o

v
-0

8

O
c
t-

1
0

S
e

p
-1

2

A
u

g
-1

4

J
u

l-
1

6

J
u

n
-1

8

M
a

y
-2

0

A
p

r-
2

2

M
a

r-
2

4

US Unemployment Rate

2.0

2.5

3.0

3.5

4.0

4.5

5.0

J
a
n

-0
4

M
a
r-

0
6

M
a
y
-0

8

J
u
l-

1
0

S
e
p

-1
2

N
o

v
-1

4

J
a
n

-1
7

M
a
r-

1
9

M
a
y
-2

1

J
u
l-

2
3

Job Separations Rate



What about the revisions?
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2.4 Mil Decline in 

Employment Gap

➢ .9 Mil too many payroll 

jobs

➢ 1.5 Mil too few HH 

workers?
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The Immigration Effect
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Which is the bigger issue?
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What about AI?
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The Tech Bust?
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Labor Force Constraints
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California? It’s a Population Problem

Location
Jun-25 LF 

(000s)

1-Year 

Chg. (%)

Chg. since 

Feb-20 (%)

Nbr. since 

Feb-20 (%)

US 170,380 1.4 3.5 5,963

Texas 15,850 1.5 11.5 1,823

Utah 1,846 0.6 11.4 210

Arizona 3,794 1.4 8.4 319

Nevada 1,682 2.0 7.0 118

Oregon 2,212 0.7 5.7 126

Colorado 3,283 0.4 4.7 154

Washington 4,034 -0.8 1.4 56

California 19,841 0.9 1.1 218
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California’s “Fleeing” Population?
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Employment and Labor Force

Non-Farm Payrolls Labor Force

Jul-25 Gr Ch State Sh Jul-25 Gr Ch State Sh

California 18022.7 3.2% 559 19851.7 2.3% 438

Southern California 9955 2.9% 283 51% 11134.8 1.6% 177 40%

Central Valley 1487 10.3% 139 25% 2011.5 8.0% 149 34%

Bay Area 4001.5 -1.9% -79 -14% 4113.2 -1.8% -75 -17%

Inland Empire 1713.7 9.9% 154 28% 2250.6 9.7% 199 45%

Sacramento 1092.8 6.5% 67 12% 1196.7 6.2% 70 16%

San Diego 1567 4.1% 61 11% 1669.9 3.5% 56 13%

Fresno 446.1 10.5% 42 8% 552.8 8.6% 44 10%

Orange County (MD) 1695 0.9% 16 3% 1641 0.6% 10 2%

San Jose 1150.8 0.0% 0 0% 1064.2 0.4% 4 1%

Oakland (MD) 1173.9 -1.6% -19 -3% 1451.4 -1.7% -26 -6%

San Francisco (MD) 1138.5 -4.6% -55 -10% 929.8 -4.4% -43 -10%

Changes 2019-2025



California Unemployment?
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Residential Permits
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California Residential Permits

Single-Family Multi-Family

State

Jun-25 YTD 

SF Permits 

(Units)

1-Year Chg. 

(%)

6-Year Chg. 

(%)

United States 483,693 -5.5 16.3

Texas 78,271 -6.4 27.6

California 29,450 -7.0 1.3

Arizona 19,284 -13.0 20.8

Colorado 9,674 -10.4 -25.8

Washington 9,349 -5.9 -16.1

Utah 8,464 -8.1 2.8

Nevada 6,882 -13.3 18.3

Oregon 4,947 -3.5 -1.0



A rate shocked existing home market
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An Affordability Problem?
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CA Owner Affordability
Recent Owner 

Cost as % of 

Income

2013 (%) 2018 (%) 2023 (%)

United States 24.8 24.9 27.5

California 29.0 30.2 33.4

Alameda 26.3 28.0 29.5

Merced 25.9 26.4 38.7

Monterey 31.2 31.8 31.8

San Joaquin 26.5 29.0 32.9

San Mateo 23.4 31.1 29.2

Santa Clara 26.2 26.5 27.5

Santa Cruz 31.3 28.4 30.1

Stanislaus 30.1 27.5 27.2
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Supply, Supply, Supply…
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The Yin and Yang of New Home Markets

Normal 

Housing 

Market

Liquidity 

Constrained 

Housing 

Market

Sales

2019 2025 Ch

Northeast 3 3 0.0%

Midwest 6 7 8.0%

South 34 38 12.7%

West 17 14 -18.8%

Units for Sale

2019 2025 Ch

Northeast 28 31 11.9%

Midwest 39 48 22.9%

South 181 301 66.0%

West 85 117 37.1%

Regional Breakdown





How do narratives go astray?

Moral Nodes: Social issues that 

blind us emotionally 
Type 1 2

Style Emotional Deliberative

Rules Heuristics Deduction

Speed Fast Slow

Energy Low High



Beacon Economics

Beware the Narrative

Social Narratives Economic Reality

The Positive 

Value of Bitcoin

The 

Unsustainable 

Federal Deficit



An Over-Consumption Problem…
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Keynesianism Breaks Down…
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The Wealth / Income Mirage
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Who is Paying the Bills?
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The Recent Reactions to Turbulence
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How does it break?

Rates Rise
• Decline in equity markets spurs retraction of 

foreign capital

• Resultant impact causes deficit to increase just 
through interest payments—the public debt 
death spiral

• Fed impact: negligible

What then?
• Increase taxes / Cut spending popping 

household financial strength

• Cascades through state and local governments

• Federal Reserve rides to the “rescue” with more 
QE and inflation?
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• Economic Outlooks

• Revenue Forecasts

• Cost Projections

• Regional Development

• Housing Studies

• Impact Reports

• CEDS Analysis

• Policy  Studies

• Industry Studies

• Labor Markets

Kristen@beaconecon.com

Beaconecon.com

Q4 12 Q4 16 Q4 20 Q4 24

Obama Trump Biden Trump

Real GDP Growth YoY Gr 1.6% 2.2% -1.0% 2.5%

Unemployment Rate 7.8% 4.8% 6.8% 4.1%

Real Per Capita DPI $42,342 $43,846 $49,476 $51,637

Household Debt (% GDP) 84.5% 77.9% 77.5% 70.0%

Household Net Worth (% GDP) 413.9% 469.3% 562.3% 539.5%

UM: Consumer Sentiment 79.4 93.1 79.8 72.1

Federal Deficit % GDP -6.5% -3.1% -16.2% -6.9%

Federal Debt: % GDP 100.1% 104.6% 125.7% 121.9%

Current Account (% GDP) -2.3% -2.0% -3.3% -4.0%

Net Int Investment (% GDP) -27.8% -43.3% -66.7% -88.3%

$Dollar (Broad Real) 87.9 108.0 105.7 119.5

Shiller P/E Ratio 21.24 27.08 32.51 37.22

The Narrative / Reality Gap



• Macro and Regional Economic Projections

• Revenue and Market Forecasts

• Economic Development and SWOT Analysis

• Residential and Commercial Real Estate 

Market Trend Studies

• Economic Impact Reports

• Regional CEDS Reports

• Policy Impact Estimates 

• Industry and Labor Market Studies

• Litigation Support and Damage Estimates

Or contact: 

Kristen@beaconecon.com

For a copy of slides, 
please use the QR Code

Strong Economic Momentum
• Consumer finances / spending remains solid

• Credit constraints lifting, rate shock passing

Turbulence threatening capital inflows
• Leading Indicators: $US, HH Savings, 10 Year Bond

• Recession starts when / if turbulence hits household finances

California: Focused on the wrong issues
• Housing supply, not affordability

• Labor supply, not income inequality

The real issue?
• The narrative is running amuck

• Political chaos in its wake leaving US policy rudderless

Growing Risks



• Economic Outlooks

• Revenue Forecasts

• Cost Projections

• Regional Development

• Housing Studies

• Impact Reports

• CEDS Analysis

• Policy  Studies

• Industry Studies

• Labor Markets

Get In Touch With Us:

Kristen@beaconecon.com

Beaconecon.com
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