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In This Month's Report:

¢ Newly revised employment data shows that Sonoma County
added 3,700 jobs in the 12-month period ending March 2006.
The seasonally adjusted unemployment rate in Sonoma County
fell to 3.9% in March of 2006. This is the first time in more than
five years that the unemployment rate has fallen below 4.0%.
(All employment data is seasonally adjusted by the EDB).

e Home prices in February 2006 were nearly 4% lower than the
2005 median.

e Energy prices have resumed their rise, with gasoline reaching
$3.10 per gallon in the Bay Area. Inflation rose in February
2006 to 2.9% per year.

e A special focus this month on the County’s technology sector.
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Employment (Thousands) Unemployment Rate Recently revised employment
195 580 — United States statistics have shown that
March 2006: 189,100 ) — California there‘ ha§ been more job

5.6 %[ creation in Sonoma County

190 \ 54%} —— Sonoma County than previously  believed.
[ 5ok There were 3,700 more

Sonoma County jobs in March
185} 5.0%F} 2006 than in March 2005.
4.8 % | Over the past year the

Sonoma County unemploy-

04 |-
180 4.6% March 2006: 3.9% ment rate has been well
4.4 %1 below the U.S. and California
175 42 %+ unemployment rates. The
4.0% | unemployment rate declined
170 3.8% ‘05 4V from 4.5% in March of 2005 to
‘00 '01 '02 '03 '04 '05 '06  Mar May Jul Sep Nov Jan Mar [EE&L in March of 2006, on a
Apr Jun Aug Oct Dec Feb seasonally adjusted basis.
Change in Changein 0.6% Changeiin While employment has yet to
jobs since jobs since a8y unemployment rate return to its 2001 peak,
March 2005 March 2001 since March 2005 Sonoma County has experi-
enced positive job creation
Sources: Bureau of Labor Statistics (http://www.bls.gov) since AUg ust of 2003.

Data is seasonally adjusted by the EDB

Business Cycle Index

The Sonoma County Business Cycle rose again in the 4th 105.0 =
Quarter of 2005. Currently, the Index stands at 103.5 - 3.5% Q4 2005:103.5
above 1st Quarter 2001. The index “bottoms out” in the
first half of 2003,and has been steadily rising since, a repre-
sentation of the improving economic conditions experi- IRlyXls
enced in the County.

The Sonoma County Business Cycle Index attempts to
show the current trends of several key economic statistics
in one graph. The Index combines four statistics in varying
proportions based on their volatility - those statistics, such

100.0

as employment, which are relatively stable are considered
more important than those statistics, such as business
confidence, which tend to vary considerably. Currently the VARG
index is weighted in the following approximate propor-
tions: Employment - 45%, Wages - 34%, Taxable Sales -
17%, Business Confidence - 3%. The index is set so that 1st
Quarter 2001 = 100.

95.0
'01 '02 '03 '04 '05

The index provides a visual representation of the overall

business cycle in Sonoma County. Following the decline of

the technology sector, the index shows the economic Changein Changein

contraction experienced in Sonoma County after 2001. index since index since
4th Quarter 1st Quarter 2001
2004

Source: Sonoma County Economic Development Board (http://www.sonoma-county.org/edb)
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Inflation 12-Month Change in Prices, San Francisco/Bay Area
S ; ; ; 80%
Rapidly increasing gasoline and natural gas prices have
contributed to significant concern over the possibility of .
increased inflation.  While the rate of inflation has (KA
remained relatively low at 2.8% per year, gasoline has
recently reached a peak price in the Bay Area of $3.10 per XA Nm
gallon. Overall, gasoline prices are 61 cents higher than
they were in April 2005. Similarly, natural gas and electric- XA
ity prices have begun to rise. February 2006:2.9%
4.0 %
3.0%
Interest Rates
7% 2.0%
6%r, 1.0%
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o) H :
2% —— Mortgage Incrgase |p Decrgase |'n
1% —— Prime rate of inflation rate of inflation
’ —— Federal Funds since February since February 2001
0% 2005
'04 '05 '06
Sources: Bureau of Labor Statistics (http://www.bls.gov) and
The Board of Governors of the Federal Reserve (http://www.federalreserve.gov)
Gasoline, San Francisco/Bay Area Electricity Natural Gas
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Sources: Department of Energy (http://www.doe.gov) and
Pacific Gas and Electric (http://www.pge.com)
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Housing
Median Home Price (Thousands) Housing Starts
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Sources: California Association of Realtors (http://www.car.org) and
The U.S.Bureau of the Census (http://www.census.gov)

Fair Market Rent
$2,000

Recently, home prices have begun to decline: Febru-
ary 2006's median home price was 3.7% lower than
2005. Home prices have increased dramatically over
the last seven years, and the median home price in
February 2006 was $529,500 for Sonoma County, a
142% increase since 1998. “Housing Starts” have
risen with 231 more starts in 2005 than last year.
(Housing starts are new homes which begin
construction during a calender year -- so a housing
start in December of 2005 may not be completed for
quite some time).

$1,500

$1,000

I

“Fair Market Rents,” calculated by the Department of
Housing and Urban Development, have reached a
'00 '01 02 '03 '04 '05 plateau in Sonoma County, with the fair market rent

$500

for two-bedroom and efficiency apartments actually
Four-Bedroom declining in the last year. The current fair market rent
= Three-Bedroom for a two-bedroom apartment is $1154 per month.

Two-Bedroom
One-Bedroom
Efficiency

Sources: Department of Housing and Urban Development (http://www.hud.gov)
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Special Focus: The Technology Sector

Technology Employment Forecasted Technology Employment
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Source: Economy.com, “Thriving in Sonoma County,” May 2005 Source: Economy.com, “Thriving in Sonoma County,” May 2005
http://www.sonoma-county.org/edb http://www.sonoma-county.org/edb

Employment in the Sonoma County Technology Sector is expected to grow Technology Sector Output
moderately in the future, reaching 12,400 in 2010. The sector, which in 2000 (Millions of current dollars)
contributed more than 13% to Sonoma County’s output, has shrunk in recent $ 2500 B
years, and today is slightly less than 10% of the County’s economy. _
Future growth in the technology industry will focus on the Information Tech- 52000
nology and Engineering and Research sectors. While High Technology Instru-

ments and Optics at one point employed nearly three-quarters of the technol- $ 1500
ogy sector, by the end of the decade these two sub-sectors will employ only

55% of the industry, having been replaced by Enginnering and Research and $ 1000
Information Technology’s rapid growth.

$ 500
Components of Industry Employment

$0

'99'00'01'02'03'04'05'06 '07'08'09'10
75 % (actual) (forecasted)

Source: Economy.com, “Thriving in Sonoma County,” May 2005
http://www.sonoma-county.org/edb

50%

High Tech Instr/Optics Notes and Acknowledgements

. . The purpose of the Business Barometer Report is to provide a sense
25% Englneerllng and Research of how the Sonoma County economy is performing. The indicators
f*_/>< Information Technology selected for this report cover a wide array of economic areas, includ-

High Tech Elect ing employment, housing and construction, prices and inflation,and
more. The hope is that briefly presenting this variety of information

o0%—t———t—t—tt 441 in one report gives the reader a broad picture of the health and

'99'00'01'02'03'04'05'06'07'08'09 10 direction of the local economy. The Economic Development Board
(actual) (forecasted)

encourages interested readers to recommend any pertinent local
indicator or area that may improve this report. All data is believed to
be the most current available at the time of publication. This report
was prepared by Will Cathcart.

For more information, please contact:

Ben Stone, Executive Director
Sonoma County Economic Development Board
401 College Ave, Suite D, Santa Rosa, CA 95401

707) 565-7170
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