s
Q BEACON ECONOMICS

California Building Officials

Stafford Nichols

April 2026

Stafford@beaconecon.com




G OOd M O rn i n g ! %“F?B"“"_‘:V{?Bs FIRST |

Beacon Economics
e Economic research firm founded in 2006

e commitment to letting the data
determine the answer.

About Me

* | focus on Policy Analysis, Economic
Development, Impact Studies

* Used to work internationally, consulting
with the United Nations, World Bank,
World Food Program, ect

- Education: MBA, MPP, PhD(c)




Why doesn’t the United States
have any slums?
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No US Slums?

Largely because of the Housing and Urban Development
Act of 1965, 1968
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No Slums

However, housing costs rose as a result
Ex: ltalian immigrant Quirino Moretti
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Agenda

Trade-offs

Current condition of California’s housing market

How it differs across the state

How it compares to the Nation

What are the driving forces that explain these differences
How to improve California’s housing moving forward

Stafford — tell everyone they can get these slides via a QR
code at the end

Slides available by using QR code at end of presentation, or email Kristen@beaconecon.com

P


mailto:Kristen@beaconecon.com

California Housing Goals

California Housing

-  Newsome’s 600000
goals:
500,000
- 3.5 million by
2025, requiring 400,000
500,000 per @
year < 300,000
200,000
- We have
achieved 21% 100,000 e e
of that
0

2019 2020 2021 2022 2023 2024 2025

e==Housing Units Goal




California Housing Construction

CA Housing Permits Issued
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CA Housing Permits Issued

® Single Family ® Multifamily
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California Housing Construction

Single-Family Permits (Units)

Multi-Family Permits (Units)
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California Housing Construction

Permits per 1,000 People
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California Housing Prices

Median Home Price
$1,400,000

$1,200,000
$1,000,000
$800,000
$600,000

$400,000 '-’-'-—___———_—/\_’_-_N.

$200,000

—Bay Area =—Central Coast =—Central Valley =—Southern California
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CA Housing compared to USA

Average Sale Price* CA Price
$900,000 2.12x
USA Price
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1.55x
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* Average of the 35% to 65% range
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CA Housing compared to USA

But isn’t everything more expensive in CA?

California Prices Compared to National Average
(Regional Price Parity scale from Bureau of Economic Analysis)
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CA Housing compared to USA

Regional Price Parity — Rent Index

California
New Jersey

Washington
Florida
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North Carolina
Tennessee
Indiana

North Dakota
Missouri
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Alabama
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WHY?

Why are prices high?
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It is NOT because of...

- Inequality or
“Affordability Gap”

Lowest
Second
Middle
Fourth
Highest

Top 5%

Avg HH Income 2024
$18,460
$49,380
$84,390

$136,800
$316,100

$560,000

Income Household Income Quintile

Real Gr 14-24
22.8%
23.4%
21.3%
21.1%
26.5%

30.9%
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It is NOT because of...

- Inequality or
“Affordability Gap”

CBO - Congressional Budget Office

Cumulative growth

Percent
200 Recession
150 +
100 |
50
0

_50-__|_ L | L . - |

1982 1987 1992 1997 2002 2007 2012 2017 2022

nnn Excluding effects of recovery rebate credits, expanded unemployment compensation, and expanded child tax credit

Highest 20%

Lowest 20%

Middle 3 Quintiles




Prices are high because of...

Median HH Incomes

a Lack of Supply

Housing prices go down for
two reasons:

1) Demand goes down - people
don’t want to live somewhere

2) Supply goes up — there are
more options for people to buy
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WHY?

Why are prices high? Lack of supply
Why lack of supply?




CA Construction Costs

Inflation Adjusted California Construction Costs Index (CCCI)
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CA Construction Costs

CA costs dwarf other states

@ Market Rate = $157 I
>
& LIHTC | $238 I
=]
kS
& MarketRate = $304 l
3
LIHTC @ $260 |
©
c
,,_g Market Rate = $401 -
[4+]
O

LIHTC = $662 -

$0 $100 $200 $300 $400 $500 $600 $700
Total Development Costs per Net Rentable Square Foot (2019 Dallars)

Hard Costs Soft Costs wm Land Costs

~ *study by Rand
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WHY?

Why are prices high? Lack of supply
Why lack of supply? Expensive construction
Why expensive construction?




Construction Productivity Down

Indexes of Value Added Per Full-Time-Equivalent (FTE) Worker and Total Factor Productivity
(TFP), Overall US Economy and Construction Sector (BEA Data)

US ECONOMY - GDP

500 Value Added per FTE Worker
250
TFP (Value Added)
200
>
@)
©
< P -
150 g &~ —
: / CONSTRUCTION SECTOR
100 Value Added per FTE Worker
TFP (Value Added)
50
'50 53756 '59 '62 '65°'68 /1 74 777’80 '85'86 '89 92 '95 98 '01°04 '07 10 13 16 19
Note: This figure shows indexes of US construction sector labor productivity and total factor productivity (TFP) from 1950 > Becker
to 2020. For comparison, it also plots the same indexes for the overall economy. Throughout the 1950s and well into the F E:;?S:En

1960s, both measures of construction sector productivity grew steadily. Indeed, they outpaced their whole-economy
counterparts during that period. By 1970, however, the construction sector’s labor productivity and TFP had both begun
to fall. This downturn was not temporary; the decline has continued for the past half-century.
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41st out of 50 States in Permits
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Permits per 1,000 People

Bay Area Central Coast

11,883,304
39,431,263
1,769,979
19,867,248
10,140,459
7,136,171
740,133

Central
Valley

Southern
California

31,411

101,545

4,192

46,549

21,750

14,338

1,032

Permits/1000 people

7.86
7.42
7.21
6.82
6.79
6.51
6.21

4.02

3.52

2.37
2.34
2.14
2.01
1.39
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Development Barriers < —y——

- Long permitting/development times
« 700 Days in San Francisco for entitlements and permitting”*

- Expensive Development Fees
« CA highest Impact Fees, $37,471, which is 3X the national
average
* The natural affordability of greenfield projects is erased with
development fees

- Local Rejections

*California Department of Housing and Community Development (HCD), UC Berkeley Termer Center for Housing Innovation
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Why are prices high? Lack of supply
Why lack of supply? Expensive construction
Why expensive construction? Burdensome development process
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WHY
Does this matter?

- Economic Effects

- Government Budget Effects




California’s Labor Force Problem

CA Share US GDP

California Population
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California’s “Fleeing” Population?

State Housing Vacancy Rates
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California’s Labor Force Problem

Indexed Nonfarm Employment

Location  Jun-25 LF (000s) Chg. since Feb-20 (%) '2°

120
UsS 170,380 3.5
115
Texas 15,850 11.5
Utah 1,846 11.4 10
Arizona 3,794 8.4 105
Nevada 1,682 7.0 100
Oregon 2,212 5.7 o5
Colorado 3,283 4.7
_ 90
Washington 4,034 1.4 P I I N T P AP
California 19,841 1.1 e R B R R R R R R R

California =——Texas
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Mobility Decline Across Generations
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Mortgage Rate Lock and Housing Markets

Table 1: MSAs With Highest Lock-In Exposure

Most Outstanding Mortgages Have a Rate <5%
Share of Outstanding Mortgages by Interest Rate, Q3-2023

Source: FHFA and Wells Fargo Economics

® Less than 3%
m3.01% to 4%
24.01% to 5%
m5.01% to 6%
® Greater than 6%

MSA

San Jose-Sunnyvale-Santa Clara, CA

San Francisco-Oakland-Fremont, CA

Oxnard-Thousand Oaks-Ventura, CA

San Diego-Chula Vista-Carlsbad, CA

San Luis Obispo-Paso Robles, CA

Avg. Rate Delta

-3.01

-2.93

-2.93

-2.91

-2.90




California Workforce

Los Angeles Trend
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California’s Largest Industry

Doesn’t create jobs...

The "Information” Industry in California
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California Highest Unemployment Rate

California Job Growth by Major Region
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WHY
Does this matter?

- Economic Effects

- Budget Effects




California State Budget

_ 0 i CA CG Income Tax Revenues
36% of state income dependent (LAO Estimate)

on income tax Contal Gains Reala
‘ : apital Gmn; R_e_c:hzuhons
« State structurally struggles to ‘save (Dol in Bilions
300.0 -
money Deficit?
250.0
- High housings costs 200 Deficit!

. n . . '
« drives out tax payers, businesses Deficit!

150.0 4

100.0 4

- Construction is one potential
solution 500

* Very high economic and fiscal
iImpact, as well as high wellbeing

Impacts "
~N
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State Housing Bills

Recently passed
- AB 130: Infill CEQA exemption

- SB 79: Density Near Transit
- SB 9 and SB 10: aimed at dismantling single-family zoning

- AB 2011 and SB 423: allow “builders remedy”
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2026 California Housing Bills

- Upcoming bills

Bill Key Obijective
SB 808 Fast-tracks housing lawsuits; requires court hearings within 45 days.
SB 786 Strengthens state power to sue cities with non-compliant housing plans.
SB 1014 Forces cities to disclose all project fees within 30 days of application.
Allows "missing middle" housing (3—10 units) to use cheaper residential
AB 1070 codes.
Explores allowing single-staircase designs for 4-story buildings to increase
AB 2252 efficiency.
AB 736 Proposes a $10 billion bond for the 2026 ballot for affordable housing.
SB 1076 Prevents insurers from dropping homes that meet wildfire-safety standards.
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Successful Housing Programs:
Tradeoffs

By-Right Zoning
proposed project that fully complies with all existing, objective zoning codes and
development regulations must be approved administratively,
Ex: Austin, Texas
 30% increase in housing stock since 2015, the start of By-Right Approval.
« Lowered housing prices 19% in inflation adjusted terms!
« How many housing units would California need to achieve this?
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Successful Housing Programs:
Tradeoffs

City-backed “Public Equity Model”

Local government provides, low cost loans in exchange for design influence and
equity. Then uses equity to fund future projects

Ex: Montgomery, Maryland
« $100M in bonds to fund 6,000

Need to align Regulation with Policy Goals

California has a lot of good housing laws, but they’re architecting is disconnected from
Implementation

SB 9 — expected to allow for half a million homes. Has provided less than 1,000...

RHNA — Cities do not meet targets. Santa Clara on pace to meet is low-income
housing by the year 5165...
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Bright Future Ahead

« Bullish on California in
long-term — there is a lot CA Poverty Rate
of demand

17%

16%

e Since 1990s

« Teen pregnancy down 85% -
* Youth incarceration down
90% 11%

* % without health insurance
has dropped to record low,
6.2%

13%

12%

9%

8%

(o]
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Get In Touch With Us:

Kristen@beaconecon.com
Beaconecon.com

e Economic Outlooks Impact Reports
 Revenue Forecasts CEDS Analysis
» Cost Projections « Policy Studies

« Regional Development Industry Studies
* Housing Studies Labor Markets

e
a BEACON ECONOMICS
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