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HIGHLIGHTS
Growth in California’s GoodsProducing sector has seen
a sharp increase in job
growth
rates
after
plummeting in the past
quarter
Riverside has continued to
climb from the previous
quarter to lead the other
metros in job growth rate
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The Death of Retail Greatly Exaggerated?

O

f all the property types out there, the
retail segment has, by far, undergone
the most disruption over the past few
years. One could argue that industrial
(warehouse/fulfillment facilities) has been
shaken up as well BUT that’s only because of
its direct line back to retail. Thanks to
technology, the purchase and delivery of
goods is literally available at your fingertips.
If you really didn’t want to get out of your
easy chair, you really don’t have to – from
food to furniture – it’s all there for you via
your laptop. Of course, this has affected
brick-and-mortar retail – in a big way.
If you look at ecommerce as a share of total
retail sales, it really doesn’t look bad. Sure
it’s more than doubled since 2009 but it still
only makes up about 9.5% of total sales
(excluding autos and fuel). But if the focus
becomes GAFO (general merchandise,
apparel, furniture, etc.) online sales shoot to
over 25.0%. The subset of media, sporting &
hobby goods is approaching a whopping
60.0%! There are multiple ecommerce firms
responsible for the hit to bricks and mortar
but one major example would certainly be
Amazon. Its market cap is now more than
the next eight retailers combined and it
continues to plow money back into its ever
expanding infrastructure. Amazon accounted
for 43% of U.S. online sales in 2016.
Meanwhile, Amazon continues to add to its
distribution/fulfillment facility count around
the country for quick product delivery.
Now it’s not just ecommerce that’s changing
the retail landscape across the U.S. but also
the fact that much of the country has been
over-retailed. Add to that the heavy
competition that department stores face
from discounters and it all comes together to
create this dynamic shift for the retail sector.
That all brings us to what the press has been
reporting ad-nauseum for the past few
years: the record level of store closures. The
hardest hit product types have certainly

been super regional
malls and, to a lesser
degree, power centers.
Collateral damage has
been felt across the
spectrum.
What’s working in
Robert Sammons
retail right now? There
are concepts that are expanding through all
of the recent tumult. Off-price apparel is
white hot and these users, along with
smaller format grocery concepts are the
reason why power centers have only been
minimally impacted by the current wave of
contraction. Various discount chains are
growing like weeds across the country. For
the most part, AAA malls in prime locations
remain hot spots, especially when they have
a food & entertainment component. Class A
neighborhood centers in a good location with
a strong grocery or drug store as anchor
work well. Mixed-use suburban retail spots
made to look urban are popular among all
age groups. And “cool streets” or those
areas that are hip and happening across
various urban markets with unique retail and
food establishments have actually benefited
from the public’s desire to still see and be
seen but not in a mediocre environment.
Bringing it closer to home, California retail is
right-sizing like the rest of the U.S. Urban
and suburban vacancies remain at the low
end of the scale thanks to strong economy
and salaries that generally skew higher than
much of the country. There are some dings
here and there though with vacancy up in
some spots as cities, landlords, and retailers
all try to navigate the new landscape.
So brick-and-mortar retail is far from dead.
Is it changing? Absolutely. Is it all because of
ecommerce?
Absolutely
not.
Strong
locations, discounters, unique branding and
quality food and entertainment are the items
that sell today. Stay tuned as these are
challenging but interesting times for retail.
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Q1 2017 Economic Snapshot
Annual Nonfarm Job Growth Rate By State

Highlights
 California remained consistent

with last quarter showing an
increase of Nonfarm payroll jobs
by 2.3 percent in the 12 months
ending March 2017, ranking 7th
among all states and rising to
the upper tier.
 Arizona rose to the upper tier,

joining the large concentration
of high job growth states located
in the western region.
 Hawaii experienced the largest

fall in job growth rate falling from
the upper tier to the lower tier
with a job growth rate of 0.7
percent.
 Overall, the states saw a slight

weakening of job growth rates
from last quarter with 28 states
realizing a decrease in job growth
rates.

State Annual Nonfarm Job Growth Rate

Highlights
 California’s annual job growth

rate rose slightly through most of
the first quarter, rising above
Texas, Arizona, and Oregon.
 Job growth rates for the United

States overall remained fairly
steady throughout the first
quarter, but trailed below the
individual states.
 Oregon

job growth rate has
declined through the fourth
quarter of 2016 and remained
steady through March ending in
the middle of the pack.

 Despite a slight decline at the

beginning
of
the
year,
Washington job growth rates
have risen to just above Nevada.

Q1 2017 Economic Snapshot
California Annual Industry Segment Job Growth Rate

Highlights
 Job growth in California’s Service-

Providing sectors, comprising
87 percent of Nonfarm jobs,
has started to increase after
remaining fairly stable in the
fourth quarter and the beginning
of the year.
 Growth

in
Goods-Producing
sectors has seen a sharp
increase in job growth rates
after
plummeting in the past
quarter.

 Job

growth in Government
sectors continued to remain
steady in the first quarter of
2017, ending below ServiceProviding sectors, but remaining
stronger than Goods-Producing
sectors.

California & United States Annual Major Sector Job Growth Rate

Highlights
 California’s annual job growth

rate outpaced the nation in seven
of the 11 major sectors and in
total Nonfarm job growth, with
positive job growth in all but two
sectors.
 The most robust state job growth

rate occurred in Construction,
Education and Health Services,
Other Services, and Leisure &
Hospitality.
 Although job growth rates in the

Manufacturing
sector
have
become slightly positive for the
nation overall, it has remained
negative in California reflecting
continued uncertainty as to the
future of the global market.

Q1 2017 Economic Snapshot
California Absolute Annual Job Gains and Losses

Highlights
 More

than 368,000 Nonfarm
jobs were added in California
in the 12 months prior to
March 2017, accounting for just
over 17 percent of the nation’s
job growth.

 California’s absolute job gains

were strongest in Educational
and Health Services, led by
growth
in
employment
in
colleges,
universities
and
professional schools.
 The

Manufacturing
sector
continued to see the heaviest
job losses in California, resulting
primarily from the majority of
job losses in manufacturing
of durable goods.

State Annual Average Unemployment Rate

Highlights
 California’s

annual
average
unemployment rate remains
consistent with last quarter at
5.5 percent, remaining in the
lower tier.

 High unemployment rates have

concentrated in the southeast—
containing four of the lowest tier
states as Georgia falls to the
lower tier and Florida continuing
to land in the lower-middle tier.
 Twenty-five

percent
of
Californians have been out of
work for more than 27 weeks
a figure that is still higher
than the national average of
18 percent.

 California’s “real” unemployment,

accounting for underemployed
and marginally attached workers,
was 12 percent, also higher than
the nation.

Q1 2017 Economic Snapshot
Annual Nonfarm Job Growth Rate for Metropolitan and
Non-Metropolitan Areas

Highlights
 Amador

County continues to
have the highest annual job
growth rate of all state markets
in March 2017 at 5.4 percent,
consistent with last quarter.

 The metro of Sacramento saw a

sharp downward spike from last
quarter, falling by more than a
full percentage point to the
upper-middle job growth rate
tier.
 Similar to last quarter, Alpine

County continues to have the
highest job loss rate of California
markets with a job loss rate of
12.0 percent.
 The San Francisco MSA has risen

to the upper tier and accounted
for 13 percent of the state’s
absolute job growth alone and
35 percent when combined with
Los Angeles.

California Large MSA Annual Nonfarm Job Growth Rate

Highlights
 Following a slight decline for four

of the six largest metros at the
beginning of the year, all six
metros have shown signs of
increase job growth in the past
month.
 Riverside has continued to climb

from the previous quarter to lead
the other metros in job growth
rate.
 California’s annual job growth

rate ended in the middle of
the six largest metros at
2.3 percent.
 Although

following the same
upward trend in March, Los
Angeles continues to trail below
other major California metros.

Q1 2017 Economic Snapshot
Annual Average Unemployment Rate for Metropolitan and
Non-Metropolitan Areas

Highlights
 20

markets had rates below
6 percent, placing nearly one half
of all California markets near
full employment levels.

 The

four Bay Area markets
continue to experience the lowest
unemployment rates in the state,
which has been consistent with
all four quarters of 2016.

 The San Joaquin region continues

to experience high unemployment
rates with a slight increase in
unemployment from the previous
quarter for most jurisdictions.

State Leading Index 2017

Highlights
 The State Leading Index indicator

predicts the six-month growth
rate of the Coincident Index for
each state that combines several
indicators summarizing current
conditions in the economy.
 California’s leading index ranked

21st overall in March 2017,
remaining consistent with the
previous
quarter.
Economic
conditions may improve within
the next quarter.

Economic trends to follow:
 Although job gains have been

muted, underemployment has
improved significantly in the
nation, suggesting the potential
for strong job growth in the
coming months.
 The

leading economic index
(LEI) posted a gain in March,
indicating only a small chance
for a recession within the next
six months.
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