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innovators leads to losing a lot more than just commercial square footage that they
fill.

The otheithing | know from working on the Targeted Industries Study, and then on
the Board economic committee, is that there is a critical need in this county to
develop a roundtable and consensus around our local economy, and artigation
approach to keeping Vaable resources in our community.
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Introduction

The Marin Economic Forum is a publiNA @I §S LI NIYSNARAKALI GKFd g2N)a G2 SyKly
focus on targeted industries, as the key to achieving our local civic, environmental and social goals.

The Marin Economic Forum held fitsst, full board meeting fifteen months ago. Since that first

meeting the board and many associate members of the Forum have worked hard to develop an

effective organizatiomhargedi 2 A YLINRE @S GKS SO2y2YAO QAlGlftAle 2F a
date include:

e ¢KS SalloftAakKYSyd 2F | O2YYAGGSS F20dzaSR 2y Sy
evolving technology clusters, specifically internet applications and digital arts;

e A partnership with the West Marin cheese industry that creatéd/a K SS&S ¢ NI Af ¢ Y I LJ
advertises and encourages tourism in the agricultural lands of wonderful West;Marin

e Growing partnerships with the College of Marin and Dominican University in San Rafael that
SYRSI@2N) (i2 YI G§OK SRdzOI (oyBeyitindedsiandlericolragée ¢ A (1 K a |
incubation of entrepreneurial businesses favoring the environment and sustainable industries

e The complebn of several economic analysasd contractgequested by both local
governments and private parties providing needsmbnomic analysis and repoyand

e The establishment and delivery of a regularly scheduled Marin County economic report (of
which this bulletin is the second).

Our recent successes are but the beginning of what the MEF hopes to achieve in the coming months and
years. We will shortly publish and present our work plan for the fiscal year begihniing2011. We

anticipate the hosting of an entrepreneawentthis autumn where community development may be

inspired by connecting ideas to financlhg 2 S | NB aSS{Ay3 YSGUK2Ra G2 &AGAY
AYRAZAGNR S&aé o 2S gyl 02 Sy O2-dnidical dustrieSanditiey SNH A S a
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health care industries. Finallwe must continue to support and encourage the existing businesses in

Marin and do our best to retain them.
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our formation and our successes. We especially thank the businesses, organizations and governments

that have contributed both money and talent to further our goals. The beafiMarinCountyis visible

not only in its landscapes but in the faces and labors of its many dedicegitbnts and businesses

Please g to www.marineconomicforum.corfor more informationand join ugn this effort

Most sincerely,

Harry ThomasPresident Robert Eylerinterim CEO
Marin Economic Forum Marin Economic Forum
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Executive Summary

Overview

Marin Countyhascontinued aneconomic recovery sindbe inaugural Economic
Bulletin inFall 2010. Labor markets are still slowly recovering, and Marin County continues to
lead a dubious race dfavingthe lowest unemployment rate of Californé@untieswith a
relatively high rate While prices are beginng to rise, mcomes arealsorisingin real terms
across Californ@ad O2dzyiASas | OKIy3aS GKI (islkeyIor y Ay
continuethroughthe remainder o2011. Commercial real estate is also showing signs of
recovery, as is resiadial real estate; both the markets still have letegm issues short of an
innovationled economic boomMany analysts- including Beacon Economiagich provides a
state and national forecasfor Marin Economic Forumi believe that 2011 and 2@ willbe
economic recoveryears

Incomes and Spending

The Marin County economy is in recovery in terms of personal incanieh translates
to moreretail sales andalestax revenuedor local municipalities Inflation is forecasted to be
relatively lowin Marin County however, his farecast depends on the evolutiaf bank
lending, gas prices and local housing priciegnging in predictable way3he number of new
businesse@ Marin is growingery slowlythrough this recoverythe Marin County Economic
Dashboard shows this data and MEF's forecast for business growth and other indidstors.
one set of industries or industry clustdeads inincreasing production angeneratingdemand
for consumer goodghere is a wide breadth of growth areas, and tirewth is relatively slow
in each Incomesand spending forecasts fddarin County show signs obntinuedrecovery
but not of a robust recoverin comparisorto either the late 1990s or the 2003 to 2008
timeframes. Marin County faces many of the samssues and concerns dees California and
the entire nation.

Labor Markets Business Growtland Prices

Marin Countylabor markets are following income and spending and regpissiowbut
steadily Muchof the labor market evolutiosthrough the remainder o2011going into2012,
depends orhow well Marin Countgonverts temporary hiring tpermanentjob placement if
there are layoffs from the public sectat an unexpected leveMarin County must prepare to
transitionthese workersvhere possibleas will other counties through the region which house
many of Marin County's civil servant&fforts need to be made foatgeted industrieso find
workers andemainin Marin County. Th&argeted industrieoriginally identifiedoy a 2@4
Marin Economic Commission stulkdgve been hurt since 2005 versihe remainder of
employment categorieMarin County.Job matching remains an issues as well as the
identification of new firms in these industries throughout Marin CourMEF is workingyith

Workforce Investment Board of Marin County to further study local and regional labor markets.

Watch for those reports and data atww.marineconomicforum.orgn the months ahead.
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Real Estate Markets

Housing foreclosures have slowed, and real estate markets have shown some upturn
from two years of heavy losse€ommercial real estate is also showing signs of recovery, as is
residential real estate; both the markets still have ldegm issues short of an innovatided
economic boom.This bulletin provides data on regional commercial real estate and the state of
lending for both California and Maripased banks.

Social and Environmental

Social and environmental factors affect economic choices. Commutes remain heavy
through Marin, affecting both the social and environmental fabric in this county. Housing
affordability remains relatively low in Marin and the short relief the housing market has
NEOSyidte NBOSAGSR gAft IABS gre (2 | adGNRy3ISN
g GSNJ dzaSs YR (KS NBGSYyGA2y 2F beondugidd® YA RRE
issues in this county. Marin Econorfierum continueso monitor and provide policy makers
with recommendatios on how to balance these forces against a thriving economy.

State and National Context

Beacon EconomigwovidesMEF with a nabnal and state forecast in this Economic
Bulletin. Beacon expeatgsowth acceleratiorfor the U.S. economgver the next two years
The American economy is in recovery, and while there are threats, national incomes, housing
prices and employment aresing. Oil prices remain a threat, as does increased consumption
levels by both households and the federal government. California will reflect national markets,
but housing growth will be more in terms of overall revenue than in terms of price growth.
Higher sales tax receipts reflect state income growth and renewed consumer confidence, a
function of stable prices and good credit conditiof&nployment growth continugto be slow,
implying that it could be 2013 befostate unemployment reach singliigit levels again.
Weaknessed y / | £ A T 2 Nafelbking &ffs& iyanyiried &xport growth and
innovative firms engaginigusiness investment itechnologyand software.

tfSFAS FTAYR . SIO02yQa F2NBOIAaAG adzyyihad@l | FG§SNI G
report and also atvww.beaconecon.com

Marin Economic Forum Forecast for Sprie@10¢ Summer2011

Marin County is in economic recovery, albeit slow and tenuous, throughout 2011.
Economic gardening is happening in Marin County; businesses are starting here and want to
grow here.The duration othis recovery depends on how innovatiomé entrepreneursip
drive income and jobs through the first half of the new decad®11is an important year for
Marin to seizeopportunities and incentives specific to its targeted industries to become more
competitive in a regional context

Look for he next Economic Bulletin i@ctober2011for a forecast throughmid-2012
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Marin County Economic DASHBOARD

Forecast Forecast Forecast Forecast
Marin County Data Series 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Population 251,285 251,744 252,098 252,331 252,449 252,409 252,500 252,495 252,428 252,295
Total Employment 124,292 126,692 127,875 126,808 121,708 120,508 120,515 120,287 119,872 119,260
Unemployment Rate 3.9% 3.5% 3.7% 4.6% 7.8% 8.3% 7.5% 7.1% 6.7% 6.4%
Personal Income (millions 2003%) $18,880 $19,965 $20,540 $20,809 $21,417 $22,016 $22,956 $23,954 $24,807 $25,715
Per Capita Personal Income (2003$, $75,133 $79,306 $81,477 $82,468 $84,838 $87,213 $90,916 $94,869 $98,275 $101,923
Gross County Product (millions 200z  $22,776 $23,766 $24,339 $24,581 $25,410 $26,198 $27,291 $28,454 $29,438 $30,516
Consumption (millions 2003%) $15,893 $16,535 $16,990 $17,242 $17,983 $18,067 $18,852 $19,690 $20,416 $21,206
Median SFH Prices $792,359 $806,417 $864,458 $755,906 $618,117 $805,173 $760,801 $794,019 $792,686 $796,496
Taxable Sales (Millions 2003$) $4,171  $4,285 $4,397 $4,159 $4,220 $4,279 $4,370 $4,465 $4,544 $4,628
Number of Businesses 11,181 11,421 11,171 11,585 11,328 11,379 11,369 11,360 11,349 11,370
Marin CPI (Index, 1984 = 100) 203 209 216 224 225 228 230 232 235 236
Marin County Bankruptcies 2,484 2,033 955 1,344 2,284 3,261 2,750 2,500 2,100 2,000
Net Migration , Marin Co. (People) 568 459 354 233 118 -40 91 -5 -67 -133




Marin Economic Bulletin

This economic bulletin uses a simple framework to investidégin Countf économic
dynamics.A theme throughout this analysis is thabbr, financial and commercial maatsare

all tied to each otherexpectations and actions in one market ripple through the others and the
movements can be twavay streets. Throughout this bulletin, the effeaisone market on

otheri AS al NAYyQa San@d/iveditie candusiGirecdsiland summary

Incomes and Spending

Personal income growth has taken place since the third quarter of 2009 in California.
Personal income is split between two major sub groups of income: wage and salary income and
also investment incomelnvestent income began its recovery in California before the
recovery of wage and salary income. Much of this was due to a stock market recovery
outpacing any labor market recovery. However, the continued growth of investment income in
California and in Mari€ounty is under threat from both a slow moving housing market
recovery coupled with stagnation in financial markets. Further, in inflaedijosted terms,
income growth is being threatened by price pressure due to food prices, oil prices and slowly
risinghousing prices (alongside of rental prices at a relatively high price due to the transition in

the housing market from 2007 forwardC A 3dzZNBE M LINP PGARSEA a9CcQa I 0S;

personal income growth.

Figure 1 Personal Income Growth Rate8003%, Marin County and California

12.0% -

@ Marin W California

10.0% - 9.3%

8.0% -
Forecast

6.0% - 5.3%
42% 4.3%

4.0% - 36% 3.7%
2.4 2.7% 29% 2.8%

2.0% A 1.20

0.0% T T T

-0.7%

Percent Growth

-2.0% o

-4.0% -+

-6.0% o
-6.1%

—8.0%J
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Year

Sources: Bureau of Economic Analysis, MEF




C2NJ/ FEAF2NYAlI Qa O2dzydeé FyR adlradsS 320SNyyYS
some recovery of budgets, but the slow growth is not providing the economic recoveryofelief
budget deficits as experienced in the late 1990he official data on Marin County, in terms of
personal income, is not yet availabl€he data in Figure 1 provide MEF's forecast based on
local economic factors and personal income data for Caldcanid the Bay Area to derive an
estimate of Marin County personal incomelowever,Marin Economic Forum is predicting that
Marin County wilexperiencencreassin personalincomethrough 2014 as recovery in
a I N y Qaind hbukirdg 2nBikket continueits slowrecovey. It is important thatlocallabor
markets recovem parallel to state and national markets, and potentially outpace those
changes. The pursuand supportof local entrepreneurism, as discussed bel@yarin
[ 2dzy & Q& 0 S ddigerfaddulf of waye andsalary income from economic recovery

Figure 2shows thechange imgross countyand state product since 200§ross state
product experiencedegativegrowth ratesin this recession, somethingarin avoided in the
last recession Marin Economic Foruroontinues to forecasa modestbut positivechangefor
Marin County to lead labor marketgowingthrough 2014.

Figure 2: Gross County/State Product, Maf@ountyand California
Rate of Growth, 2003$
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Much of this dependsod 2 G K f I NEASNJ G NByRa o0asSsS .Sl 02y 9
inflation expectations ultimately, this growth depends on innovation and entrepreneurism
throughout the state over the next two year<Closely relatedd the combination ofncomes
and prices is the labor market. The negttionshows simple employment trends followed by
a breakdown of how industries and labor markbkts/e evolved in tandem

Labor Marketand Prices

Labormarkets are difficult to predict because so many factors conpan forboth
labor supply and demand decismnThis forecast uses a combination of data from Employment
Development Department (EDD) of CaliforrBaireau of Labor StatistiéBLSand Cesus
Bureau(Censusjo estimateboth inflation and unemployment changes to come for Marin
Countyas compared to other areas

Since Fall 2010, there have been a series of events thatdraated upward pressure
onthe local cost of living. First, thehas been an increase in both food and oil prices.
902y 2YAada tA1S G2 f 22 ifoodandenctyd pNies fromgehdrdl G A 2y 0
inflation for all items. Figure 3 shows the Bay Area data since 2007 for both all items and core.
The recent reession was advertised as a consumer recession. It was really a recession based
on major reduction in investment, specifically in new housing, which then affected housing
prices and contracted consumer spending. The key issue is that reduction in deonand |
inflation pressure, and has kept inflation at bay since 2008. Even with rapidly expanding federal
spending and monetary policy, Figure 3 shows that core inflation remains in check.

Figure3: Inflation Rates, Marin and California, Actual and Estired{Change)

6.0%
m Marin m California

5.0%

- >

Forecast

4.0%

3.0%

2.0%

1.0% -

0.0% -
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: Bureau of Labor Statistics and MEF




Prices are not as local as we would like to believe given the emphasis on local home
prices. We are in a regional economy in Marin County and throughout the Norila8aell as
in the GreateBay Area.Alsg while it is convenient to consider core inflation, there is a
psychological element to higher gas and food prices; consumers may become wary of larger
purchases when basic life needs are rising sharply in cost. An unfortunatedyctof staple
consumption products, specifically primary products such as harvested crops and oll, is that
financial markets speculate on goods market demand and can shift puceldy. |If
inflationary pressures persist, Marlrased businesses may find redifficulty in hiring local
residents due to higher waggemands which can exacerbatee highcostof-livingin Marin
County. Social and environmental costs can come from wage growth (see section below).

Local inflationwill also be pressured to risesa result of the labor markets recovering
over time The unemployment rate in Marin County remains the lowest for any county in
California. Marin County is likely to remain officially well employ®thrin Countyresidents
who areselfemployed may not & picked up by the Bureau of Labor Statistics (Ba®)
Census 201€esults, once fully availablgiill help identify the number of semployed versus
the stated labor force data by EDD. The larger the pool okesaffioyed, norREDD tracked jobs
in Marin Countythe greater the likelihood thatinemployment datawill understatethe
unemploymentproblemduring recessions and overstatee problem during boomsMEF
continuesto work on bringng more precise ad timely estimates of labor markets to Marin
County.

Figure 4 Unemployment RateData and Forecastdviarin, SonomaSF, andCalifornia
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Our partnership with Marin Employment Connection and Workforce Investment Board
of Marin Countyduring 201011is providingmore MRS LIG K | yI f 2adSa 2F al NRA Y
over the coming months. Figure 4 compares unemployment across Marin, Sonoma Gaumty,
Francisco and California as a whole.

Figure5: New Unemployment Insurance Claims, 20Q®1arch 2011
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In terms of an employment forecast, one statistic that MEF follows is the monthly
reporting of unemployment insurance claimsGalifornia counties by the EDDhig statistic is
often used to gauge the national labor marketd mass layoff activityhese data argroduced
on a weekly basis for the United Stagesa whole New claims are for those just entering the
ranks of theunemployednot for continued claims For Marin Countythe claims are starting to
decline from their peaks, a sign of recovery in labor marketgure Sorovides these data.

Summary
The combination of these labor market statistics self that whileMarin personal
incomes are rising in real terms and inflaticurrentlyremains low, the environment for hiring

more workers and seeing a true labor market recovery is good for 2011 and beytmaever,
Marin County needs to be proactive about generatingibess activity that creatgebs over




time and seeks local residents when possible for open positions. This labor matching issue is
the bane of most American labor markets; MEF and its partnership with WIB is developing an
earlywarning system and dasbhlrd to monitor local and regional labor markets more closely.
Part of that is monitoring the evolution of businesses in Marin County.

Businesses in Marin

Marin County has a diverse mix of industri@he Dashboard shows the historic and
forecasted change in total business in Marin County; the Fall 2010 Economic Bubetoed a
broader overview of industrgpecific employment since 2000. In this issue, we will focus on
targeted industries, and sp#ic types of companies in Marin CountyA core goal oMarin
9 02y 2 Y A OmissSianNbdiferta is to support the attraction and retention of jobs and
businesses. This work takes place in partnership with local chambers, Workforce Investment
Board ofMarin County, city and county government, and businesses themsedv&C Q a
LIKAf 232LKe Aa (G2 GFNBSG aLISOAFTFAO o0dzaAAMS
HannX | G¢lF NBSGSR LYyRdzA(GNRSaé¢ NI LIprddic LIN
development targeting in Marin Countyl.hese five areas were broadly defined as

B ax
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RESEARCH

Marin Economic Forum has begun developing the data required to report on the state
of Targeted Industries in our local economy. With this edition of the EcanBuiietin, we
begin to provide detail on several categories within the identified Targeted Industries, with the
following groupings with examples provided parenthetically.

Core Technology (biotech, software engineering);

e The Built Environmer(construction, real estate);

e AgriTourism (bars, restaurants, hotels, B&Bs, and other togpsicific services coupled
with agriculture production, services or space);

e Alternative and Residential Health Care (residential health, alternative health care
methods, skilled nursing, home health care); and

e Digital/Creative Arts (movie production, software for video gaming, sound and music
recording, and creative arts).

PN



Figure 6: Comparison of Targeted Industry Employment, Marin County and CA,-2006,
Percentage Change
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These clusters have seen some divergence in terms of their growth in businesses and
employment. Figure 7 provides a focused look at these groupings and their growth. Marin
Economic Forum is in the process of investigating changes in the clusters givegotiomic
dynamics throughout the world economy since 200%wever, the data suggest that Marin
County is adding businességarin Count@2 & f | 0 2aNdsho@ing &8s ohrasilience and
recovery. Tis is likely due to both the outmigration of ¢gar businesses since 2000 and the in
migration of businesses that are smaller andy not look at Marin County as their lotgym
home as they growThese markets are directly tied, and dependent upon, financial market
shifts. The Creative Arts, driven lgyaming software, phone apps, and movie/sound production,
has boomed throughout California while Marin County is still reeling from the loss of Lucasfilm's
main operations to San Francisco in 2@ Also, technological industries under the "Core
Technobgy umbrella showed signs of growth since 2005 wetipectto California.
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Figure 7: Comparison of New Jobs Created by Targeted Industry,
Marin County, 200510
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Environmental Tech, which is under "The Built Environment", fell slightly since 2005.
Figure 8 shows specific industry comparisons. The strong growth in biotechnology corroborates
the anecdotal growth and the idea that a cluster is forming in Marin Goduaée to economic
gardening.

While an economy grows from recessioto recovery a concern is the utilization of
excess capacity. Excess capacity is defined as the value of underutilized resources, such as
vacant commercial real estate, hotel roomsaccupied, and even restaurant tables without
patrons. As an economy grows, it is important that we recognize businesses that are drivers
and followers, where followers ride the economy as it is driven by local firms with an export
focus and with high reanue growth potential. The next section of this report looks specifically
at commercial and residential real estate as an update
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Figure 8: Technology Industries Percent Change in Employment since 2005
Marin County and California
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Real Estateand Financial Markets

With the macroeconomyow in more overt recovery since the Fall 2010 repos
should expect both commercial and residential real estateripy some recovery. Both these
markets lag the macroecononspmewhat for two reasons. First, commercial leases and
residential real estate purchases may not be the first consumption choice of businesses and
residents in the first stages of recovery, where each choice reflects an opportunity cost. Cost
cutting may push businesses to use smaller office and space commitments to get the job done;
households face similar forces in terms of moving from rental to homeownership. Second is
the explicit cost of making the choice to engage in a commercial lease or bugea ho

Interest rates may experience pressure to rise in 2011 from their current, historic lows.
However, he Federal Reserve shows signsaitinung theirlow interest rate stance through
2011 Geopolitics and recent changes in the European Currenynldm raising rates have not
yet led to an American market reaction. As equity prices remain relatively high and stable,
interest rates will also be stable. As discussed above, inflation may be taking some shape after
many months of slow, and sometimasgative, growth. If inflation, which for now is mainly
constrained to just food and energy and thus not an immediate worry of economists,

Pagel2




penetrates broader wholesale and retail markets, interest rates will rise to cover investors
against inflation risk

Becauseeal estate markets have been at the forefront of this long recessiontinued
low and stable interest rates are purported as a necessary condition of complete economic
recovery throughout the American economyBecause interest rates are tlvest of making
both business and residential investment choices, it is important that we monitor changes in
lending rates of all types as a gauge of how businesses and households will make real estate
purchases decisions. The tgaar, U.S. Treasury notate is the driver of the 3§ear
conventional mortgage rate. As our federal and state government wrestle with how to balance
budgets, the sale of government debt, coupled with a stable equity market should provide the
market with the low and stable ratdseing sought; ultimately our economy needs demand to
pull interest rates up rather than have cost push those rates up due to structural issues in
lending or global risk exposure in the U.S. economy forcing investors to seek high rate of return
ground.

Amild, mixedrecovery on the residential real estate sideks like it will continue in
2011(shown in Figure9 and10). A major economic development challenge is to fill vacant
commercial real estate while the economy provides few incentivetetnandcommercialreal
estate If commercial real estate experiendean failures en massenedian singldamily
home prices willikelyfall due to bank lendingecomingevenmore careful. In Figure8, we see
the classic statistic concerning the median homiegfor houses sold in Marin County in
comparison with other geographies. This shows that Marin County remains relatively resilient
in terms of both demand and supply forces; the supply side of the market continues to be
pressured by foreclosures, buedhand is being driven by relatively low costs of financing.
Financial regulation, at both the federal and state level, may continue to increase the
transactions cost of residential real estate and must be monitored closely.

Figure 10 shows the total reveas derived from real estate based on units sold and the
average home price. This trend is a slightly better indicator of trends in real estate markets
because it is not as susceptible to the number of units sold driving its changes. For example,
five hames selling for $1,000,000 each means a median home price of $1,000,000 but is also
$5,000,000 in total revenue. Ten homes sold at $500,000 each provide the same economic
activity in this market ($5 mil), but at half the median home price. Unfortunatetythe
AYRAGARdAzZEE K2YS26ySNE GKS YSRAIFY K2YS LINAOS A
affect behavior as it moves around somewhat violently through the recovery. It is more
important for the longevity of the market that total revenue trend than median home price.
The key idea to draw from Figure 9 is that recovery has happened since the bottom of this
recent recession, which implies the beginning of a real estate recovery. However, prices remain
volatile and we need to watch more than jusedian home prices to truly gauge the real estate
AYRdAzZZGNBE Q& LINRPINBEAOD CA3dzNB mn KSt LA SELI YR
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Figure9: Median Price for Single Family Housing, County and State Comparison
Seasonally Adjusted, Index (2002 = 10yroughMarch2011
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The extent to which vacant commercial real estate is filled will depend very much on the
demand for classic Class A and B spatdch depends on the type of businesses folis
attracted and retained by Marin Countyrechnology will likely continue to be a major factor in
how commercial real estate is demanded in the short to medium term along with a continued,
slow economic recovery. Many firms may choose-tmst meetingspace over a committed
lease agreement.

For Marin Economic Forum, attracting firms that want to work in clusters, deriving
synergies from being in the same proximity and potentially generating innovative business
ideas in the processan act as a markéor Class A and &fice spacehat will not be as
demanddriven as in the pastHowever, there have been recent changes in Marin's
biotechnology sector. BioMarin Pharmaceutical expanded its campus in August Zitfs
such as Raptor and Ultragenyoth pharmaceutical companies that came from former

! See North Bay Business Journal, August 16, 2010,
http://www.northbaybusinessjournal.com/23874/biomarpharmaceuticakxpandsin-

novato/
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BioMarin employees, have located in Marin as well. The makings of a biotech cluster may be
forming in Marin County; Marin Economic Forum will continusupportthis growth and look

to further connectiocal education, organizations like the Buck Institute, and biotech firms from
outside Marin to help build this budding sector.

Hgure 10: TotalRevenuesResidential Real Estat&easonally Adjusted
Index Jan 2002 = 100lorth Bay San Francisco and C2002¢ March 2011
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Source: California Association of Realtors and MEF

Figurel0shows the slow adjustment of space prices per square foot versus the vacancy
rates in Figurd.l. Marin County is starting to show signs of life in toenmercial real estat
markets, and this is likely to continue through 2011. Business growth and continued expansion
of retail sales will likely fill currently vacant space through this year are a faster rate than 2009
or 2010. However, the lorgrm structure of this marketemains relatively weak throughout
California short of an innovatieled economic boom. The amount of vacant commercial space
that remains, even in the Bay Area, will remain somewhat historically high through 2011

regardless of growthCassidy Turley BJommercial provides MEF with Bay Area and Marin
County commercial property data.

¢CKS dzf GAYFGS FLHGS 2F al NAy [/ 2dzyieQa NBAARS

depends orhow economic development takes place amldat specific industrieare nurtured
and grow here Marin Economic Forum is targeg industries that will likely demand more
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commercial real estatelternative health care, biotechnology and digital aatsexamples

The Marin County economy may also see more technologygta in the social and
SYGANRYYSylGlt aLIl OS (KNRdAzZZK 52YAYAOlLY ! yADSNE
Rafael and the North Bay Innovation Hub initiative at Sonoma Mountain Village in Rohnert Park.
These initiatives will help to fill commeatireal estate throughout the North Bay; MEF is

working with both organizations to take their graduates and potentially move them as they

grow into Marin County commercial space which is currently excess capacity.

Figure 1. Commercial Real Estate Prici@@mparison, Class A and B Space
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Social and Environmentaloncerns

MEF continues to pursue social and environmental projects alongside of
watching the Marin and North Bay economies. On social equity, MEF has worked with Ritter
Center and the City of San Rafael on an initial look at a Housing First facility for Marip. Coun
This facility would provide complete transition services for the homeless moving from being
without a roof over their heads to having a home, being trained for work and ultimately
graduating to independent living. In a sense, this is like a skdlp@rsonal incubator project
for new workers in Marin County from individuals and households that may have demanded
social services before this pubjcivate partnership.
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Figurel2: Commercial Real Estate Vacancy, Marin and Bay Area, %
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MEF will continue to workn this with RitterCenter MEF is also in the final stages of a
project to show the economic impacts of converting commuters to local residents through
providing more affordable housing in Ma County. This is done through a grant from the
Marin County Housing Affordability Initiative (MCHALI). This report provides more information
on commuting workers, their wages, and the missed opportunities in Marin County from an
economic standpoint bizavinga workforce increasingly comprised of those who commute into
Marin from more affordable areasPlease see thliles From Homeeport that began this

process.

Concerning environmental issues in Marin County, MESponsored a workshop on
| 2dzyieQa SO2y2Yeé | yR
businesse#\t Dominican University in California in Octob&ince then, Sustainable San Rafael
and Sustainabl®arin have received a grant from Marin Community FoundatM@&IF) to

pursue a pilot project on living local through local communities. MEF will continue through
2011 to look at ways to enhance community development through also pursuing environmental

resilien@

Ay

al NAyYy

2 Live Local Marin (2010), sk&p:// www.tinyurl.com/milesfromhomemarin
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New Milan project to build a sustainable design cluster in southern Marin Colntya 6 | € I y OS ¢
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integrate with the business and residentialnemunity to achieve a vital and balanced Marin

County. MEF is confident that Marin County can become a model of sustainable economic
evolution.

Conclusionsnd Forecast for Marin County

The Marin County economyin a slow ecovery which will continughrough 2012
There remain no overt signs of a strong recovery; Marin County is exposed to similar
geopolitical and macroeconomic forces as are other Bay Area couitigs.a focus on
expanding industries such B®technologycompaniesbusiness and mertainment software
and internet application businessezs well as other green/clean technology firms through
al NAyYy 902y 2 YA OMa2ChrY i likelyScfeXp2risdg@wth in 2011and 2012
¢CKS aidl dSQa S Osfteeming MubhiShe BuadNdntert fof tlis forecast; the
state budget may or may not this year send many current public workers into the ranks of the
unemployed. Marin County must prepare for an increase in labor supply after July 1, 2011.

This bulletin suggestthat labor, goods and financial markets, including real estate, are
in recovery.The labor force and number of new businesseékl slowly gromthrough2011
Many smalbusinesses arstartingin industries that wildemand local labgrthese businesses
must be converted to growth businesses in this county to seize new opportuniiasn
Countywill continue to beefficientand affluent A lack of full labor market recovery remains a
major stumbling block to overt signs of an economic boom. Gas$oantdprices rising imply
more costs for the working poor, as if a regressive tax has been levied oniloseene workers
and families. These price increases, though dismissed by many economists initially, can become
pernicious if the increases remain upected and begin to affect the costs and sales of other
goods Thus, the social aspects of an economic recovery are threatened on two sides:
contracting social services and rising costs of living without commensurate wage increases.

In short,Marin Couny is ineconomicrecovery, albeit slow and tenuous, throumht
2011. The national economys not going to "doulbe dip" at this point, which means 2012 is
being foreseen as a year of continued growth. However, with federal and state budgets
tightening,global economic and political issues not receding, it is unknown exactly how any
innovations and entrepreneurship spurred to fruition in Marin County will blossom completely.
Economic gardening is happening in Marin County; businesses are starting Hesaainto
grow hereand the Marin Economic Forum will continue working to foster success in this regard
The duration othisrecovery depends on how innovation@entrepreneurship drive incoes
and jobs through the first half of the new decade.

Pleaseffy R . SI O2y st and @atohabDrépOrt summargs an appendix
Seewww.beaconecon.confor more information on their products and services
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Casey Mazzoni
Charles McGlashan
Craig Nelson
Haden Ongaro
Wade Painter
Fernando Quezada
Connie Rodgers
Colin Russell

Jeff Scharosch
Nanda Schorske
Bill Scott

Coy Smith

Bill Stewart
Vivien Straus
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Leslie Alden

2011 Board Members

Autodesk

Marin County Board of Supervisors

West Marin Chambéinn at Roundstone Farm
Center for Volunteer & NoPRrofit Leadership
Marin Convention &Visitors Bureau

Marin Healthcare District

2K

HartMarin

Price Waterhouse Coopers

Bank of Marin

Sausalito Chamber of Commerce

Kaiser Permanente/dth Bay Leadership Council
Lion Associatéblarin Council of Mayors and Councilmembers
Maher Accountancy

Marin Builders Association

Marin County Board of Supereis

Nelson Staffing SolutiondNorkforce Investment Board
Cornish & Carey

Redwood Credit Union

Quezada Markets

San Anselmo Chamber of Commerce

Russell Architects

Spinnaker Restaurant

Gollege of MaritWorkforce Investment Board
Marin County Building and Construction Council
Novato Chamber of Commerce

SolarCraft

Straus Home Ranch

Hennessy Advisof&et.)

Associate Members
County of Marin (Aide to Supervisor Charles McGlashan)

Jacqueline Freeman Christense Bank of America

Kristin Drumm
CarolynGlendening
Shelley Hamilton
Mitchell Marriott
Mary O'Mara
Maureen Parton
Jay Strauss

Kathy Takemoto
David Zwicky

County of MarinCommunity Development Agency Sjaff
County of MarinAide to Supervisor Judy Arndld
MarinSpace

Shiras Group Wealth Management

MarinLink

County of Marin (Aide to Supervisor Charles McGlashan)
Attorney, Law Offices of Jay R. Strauss

College of Marin

Hospice by the Bay

* Applications for associate members are accepted on an ongoing basis. To inquire, please email:

info@marireconomicforum.org
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For additional copies of this report, or for information, data,
networking opportunitiesandgiving to MEFplease contact:

Marin Economic Forum

555 Northgate Drive
San Rafael, CA 94903

Phone: 415 48-0332
Email:info@marineconomicforum.org

www.marineconomicforum.org
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