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MESSAGE FROM THE CHIEF ECONOMIST

This information is for educational purposes only and should not be 
used or construed as financial advice, an offer to sell, a solicitation 
of an offer to buy, or a recommendation for any security or strategy 
mentioned. The views expressed are solely the personal opinions 
of the authors and do not necessarily reflect the views of California 
State University, Sacramento; Cushman & Wakefield; Planned 
Solutions; Golden 1 Credit Union; Capital Planning Advisors, LLC; 
Safe Credit Union; Newmark Knight Frank, or Wells Fargo. The 
authors do not guarantee that the information supplied is complete 
or timely, undertake to advise you of any change in its opinion, 
or make any guarantees of future results obtained from its use. 
The authors’ employers and affiliates may issue reports or have 
opinions that are inconsistent with, and reach different conclusions 
from, this report. Past performance does not indicate future results. 
Copyright 2019 Sacramento Business Review.

Dear Friends,

I am pleased to share the 22nd edition of 
the Sacramento Business Review – the most 
comprehensive, precise, and intellectually 
sophisticated analysis of the regional economy. For 
over 11 years, our team has provided thoughtful 
predictions that have accurately forecasted 
the economic and business climate. With 17 of 
Sacramento’s very best financial analysts and 
researchers combining their skills and talent, the 
Sacramento Business Review is the most credible 
source of independent thinking, insights, and 
research on our economy in the region.

Recovering from the worst December on record since 
1931, the U.S. stock market bounced back in 2019 to 
produce the best first half in two decades and the best June in over 50 years. Corporate earnings 
came in better than expected in the first two quarters, and the U.S. economy grew at a faster 
pace than anticipated — looking a lot stronger than the rest of the developed world. However, a 
synchronized global slowdown, a downshift in the second-largest economy of the world (China), 
an escalating trade conflict between the U.S. and China, an inverted yield curve, and BREXIT 
continue to pose headwinds. While we can clearly celebrate not having to deal with a recession 
in 2019, concerns remain about 2020. Recently the Federal Reserve ended a 9 time rate increase 
cycle to reverse it through the first 25 basis point rate cut in 11 years. Over one third of global 
bonds outstanding in the world are yielding negative interest rates. Central banking rates in 
many countries are also negative — in other words investors are paying banks to keep their 
money safe in deposits! And don’t forget — 2020 is an election year.

At present, we do not expect a national or global recession in 2019 or even in 2020. However, 
we remain increasingly cautious on the local Sacramento economy, which has a history of 
entering recession before a national recession begins. The greater Sacramento region’s job 
growth has slowed, with declines in both consumer and business confidence. While the 
commercial real estate market remains active, the housing market is exhibiting weakness in 
spite of low mortgage rates. The yield curve between the 10 year Treasury and 30 day T-Bill 
has inverted — an early indicator of recessionary pressures to come. Sacramento appears to 
be experiencing a decline in labor force, and mismatch and disconnect between university 
graduates’ aspirations and what the market really needs. While economic conditions in our 
region remain largely unchanged from January, I want to remind readers that the region 
desperately needs to do something about developing or attracting higher paid jobs and 
diversifying the job mix to prepare ourselves for the next recession.

Our upcoming 12th anniversary milestone demonstrates the success and commitment 
of our analysts, who do this work entirely as a public service to the region. We plan to 
continue doing this as long as our team continues to enjoy producing the forecast.

I invite your feedback. Please do not hesitate to let me know how we may improve future 
issues or if you wish to be a supporting partner. To download your free copy, please visit 
sacbusinessreview.com.

Warm regards,

 

Sanjay Varshney, PhD, CFA 
Chief Economist, Sacramento Business Review    
(916) 799-6527  |  Sanjay@sacbusinessreview.com  |  sacbusinessreview.com
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planning and investment advisory firm, where he is a financial planner and a member of the 

Planned Solutions Investment Management Committee. Chase holds several professional 

designations, including Certified Financial Planner Practitioner, Chartered Financial Analyst, 
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Northern California and Northern Nevada. He holds bachelor’s and master’s degrees in 

sociology from Trinity College and California State University, Fullerton, respectively and an 

MBA from UC Davis.  
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Seung Bach is Professor of Entrepreneurship and Strategic Management in the College 
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Matt Cologna graduated with a degree in business from California State University, 
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and tenant representation, land assemblage, build to suits, and developer relations. He 

has represented clients on a local, regional, and national basis. He is involved with the 

Cushman & Wakefield Global Supply Chain Solutions Group, offering additional insight 

into current and future needs of occupiers in the market. Matt has completed over 17 
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and build-to-suit transactions totaling over 10 million square feet. John also is an active 
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PARTNERS AND SPONSORS

KEY POINTS
LABOR MARKETS & REGIONAL  
ECONOMY
• The Sacramento region recently experienced a decrease 

of the civilian labor force
• The pace of job growth in recent months has been at its 

lowest since the last recession
• The region had unequal job growth across different 

industry sectors, with construction and manufacturing 
leading the growth recently 

SBR/SAFE CREDIT UNION 
CONSUMER SENTIMENT SURVEY
• Overall, consumer sentiment remains positive and is 

roughly flat since our January 2019 report at both the 
regional and national levels.

• Though positive in absolute terms, perceptions of current 
economic conditions have fallen at the regional level and 
even more so at the national level. 

• Compared to national data, regional consumer sentiment 
remains less optimistic overall and less positive about 
current economic conditions.

• Consumer expectations for future economic conditions 
are up slightly at both the regional and national level.

SMALL BUSINESS ECONOMY
• Total SBA lending decreased, driven by a meaningful 

drop in Placer and Yolo Counties. A Sacramento County 
slowdown overshadowed El Dorado’s impressive growth.

• SBCI respondents feel more optimistic on all areas, 
except credit, which remained largely unchanged. 

• Business listing activity, which is measured by volume 
of listings and closed sales, increased from our previous 
reading, though sales were still largely focused on 
smaller deals. 

REAL ESTATE
• Office market: Strong start to 2019 lack of supply is 

pushing lease rates and property values up.
• Industrial Market: Strong lease rate growth was driven 

by low vacancy and new investors entering the market. 
New product is coming online, but focuses on large users 
leaving smaller firms for few options. 

• Retail: Retail fundamentals continue to be driven by 
construction, and class A centers are seeing substantial 
demand due to strong demographics. Tenants continue to 
look to add experiential elements, resulting in food halls, 
virtual reality arcades, and the like.

• Single Family: Property values are growing, but the pace 
continues to slow, up 2.8% year-over-year compared to 
5.3% growth last year. 

CAPITAL MARKETS &  
BANKING FORECAST
• Fed policy has done an about face from where we 

thought it would be at the beginning of the year. We 
initially projected two rate hikes for 2019, and now we are 
expecting that two rate cuts, with one already occurring 
in July, may be in store before the end of the year. 

• We still think low to mid-single digit returns make sense 
for equity markets, but that means the market has more 
to give up before year-end. Volatility observed at the end 
of July and into August may have already put us on the 
path to the returns we projected back in January. 

• The yield curve was inverted between the 3-month 
and 10-year for much of the first half of 2019, and the 
inversion continues to be a factor as of the start of Q3. 
If history does repeat itself, a recessionary environment 
may not be too far off. 

• Our proprietary SBR Financial Conditions Index shows 
that the regional economy continues to expand. 

HUMAN CAPITAL TRENDS
• Increased resignations are reported, accompanied 

by moderate recruiting efforts, suggesting a possible 
shrinkage of the local workforce.

• Training and development budgets are increasing, as 
organizations are conceivably trying to address existing 
skills gap.

• Overall compensation (salaries/wages and optional 
benefits/perks) is seeing an uptick in the latter part of 
2019.

• Early 2019 reported preparing for Artificial Intelligence 
as a priority, with the focus shifting from preparation to 
implementation and training for AI.

• The top two factors expected to exert the most influence 
on the overall organization are staying consistent – there 
is an enduring skills gap and talent shortage.

ABOUT THE AUTHORS

SPECIAL THANKS
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Labor Markets  
& Regional Economy

Sacramento Unemployment Rate

Sacramento Area Labor Force
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While the national 

unemployment rate was 

hitting multi-decade lows, 

the unemployment rate in 

the Sacramento Region increased slightly 

in 1Q19. In fact, the unemployment rate 

increased nearly one percent since our 

January report and was 0.30% higher 

than the level of the previous year. 

However, in 1Q19, the region experienced 

a significant loss of civilian labor force of 

about 25,000 people, i.e., about 2.3% of 

the regional population moved out of the 

area. It is likely that they moved out of the 

State, as California experienced the same 

decline in its labor force. Meanwhile, the 

Sacramento region lost about 17,500 jobs 

in 1Q19, or 1.6% of its total employment. 

As the decrease in the labor market 

was greater than the loss of jobs, the 

unemployment rate decreased back down 

to 3.5% in 2Q19. 

The recent influx of people entering the 

labor force was offset by the people 

leaving; therefore, the year-over-year 

labor force growth is less than 1%. On 

the bright side, employment growth 

remains positive and the region’s total 

nonfarm jobs have increased 1.35% 

year-over-year. However, the pace of job 

growth in the region in recent months 

has been at its lowest level since the 

last recession.

MIXED RESULTS AND UNEVEN GROWTH

& Regional Economy

Labor Force (Left Axis) Labor Force 12 Month Change (Right Axis)
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LABOR MARKETS

Labor Markets  
& Regional Economy

Source: California EDD 

Health care and  
Leisure &  

Hospitality sectors 
REPORTED STRONG 

EMPLOYMENT 
GROWTH

UPDATE

MID-YEAR 

Not all sectors of the job market are 

contributing equally to the increase in 

employment growth. Construction and 

manufacturing jobs are coming back to 

the region. The health care and leisure 

& hospitality sectors, which represent 

two of the region’s largest employment 

sectors behind government, also 

reported strong employment growth. 

Meanwhile, government jobs, which 

represent one out of every four jobs in 

the Sacramento Region, increased just 

0.2% year-over-year.

Overall, the economic expansion 

continues. However, we are beginning 

to see higher volatility in employment 

data and need to be aware of a 

number of short-term and long-term 

economic risks, e.g., the Fed being 

accommodative for shorter term, 

increasing debt and deficit, overvalued 

equities, election year hesitation, 

geopolitical issues and trade wars, 

and a global slowdown with an aging 

demography. We believe the fast 

growing years are behind us and 

economic growth in the region will be 

slower in the next 12 months.

Sector Year-over-year Growth

Construction +5.4%

Manufacturing +5.3%

Health Care +5.1%

Leisure & Hospitality +5.0%

Trade, Transportation, & Utilities  
(including retail)

+2.5%

Education +2.3%

Finance Activities +1.3%

Professional & Business Services +0.4%

Government +0.2%

We believe the fast growing years 
are behind us and economic 

growth in the region will be slower 
in the next 12 months.

Sacramento Employment Growth Rate
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 Consumer 
 Sentiment Survey

For the mid-year update, the Sacramento Business 

Review (SBR), in partnership with SAFE Credit 

Union, conducted another round of our regional 

consumer sentiment survey. The survey included 

measures of personal and regional economic conditions 

along with purchasing and credit utilization.

Regional vs. National Sentiment
The SBR team once again compared regional sentiment 

with national sentiment measures with the results shown in 

Table 1. To measure sentiment, we utilized questions from 

the University of Michigan Consumer Sentiment© survey 

that were adapted to specifically address the Sacramento 

region. Per methods used by the University of Michigan 

survey, we calculated the following three indices for the 

region and compared them to the national data.

(1) Index of Consumer Sentiment: An overall measure of 

how consumers assess their own personal economic 

prospects and broader regional or national economic 

conditions.

SBR/SAFE CREDIT UNION 

(2) Index of Current Economic Conditions: A measure of 

how consumers assess their own personal economic 

prospects compared to a year ago, along with 

perceptions about the current market for making 

major household purchases.

(3) Index of Consumer Expectations: A measure of what 

consumers expect to happen in the future for their own 

finances and the regional or national economy.

Consumer sentiment at the regional level was the same 

or higher in two of the three categories since our January 

2019 report. Nationally, consumer sentiment was the same 

or lower in two of the three categories over the same 

period. The biggest drop off both regionally and nationally 

was for consumer perceptions of current economic 

conditions. However, we see optimism for the future as 

both regional and national data showed increases in 

the index capturing consumer expectations for future 

economic conditions. (See Table 1.)

Regional Index Score National Index Score

Mid Year Update Change Since  
January 2019 Mid Year Update Change Since  

January 2019

Index of Consumer Sentiment 90.8 +0.1 98.2 -0.1

Index of Current Economic Conditions 95.7 -1.6 111.9 -4.2

Index of Consumer Expectations 87.7 +1.2 89.3 +2.3

Notes: National data obtained from the University of Michigan Consumer Sentiment Survey June 2019 Data, available at: https://data.sca.isr.
umich.edu/. Indices calculated using the methods specified at: https://data.sca.isr.umich.edu/fetchdoc.php?docid=24770.

 
Table 1 

Regional vs. National
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CONSUMER  
SENTIMENTPurchasing and Credit

We again asked regional respondents 

about the types of credit they 

currently hold and their plans to 

acquire credit over the next year. The 

patterns of credit usage and plans for 

acquisition are generally consistent 

with those in our last report. (See 

Figure 1.)

Summary
While consumer sentiment remains 

positive in absolute terms, local 

consumer sentiment continues to 

lag behind national levels and we 

have seen some tapering. While the 

data suggest dips in perceptions 

of current economic conditions 

regionally and nationally, consumers 

also seem to have increasing 

optimism about future economic 

conditions. Going forward to our 

next release, it will be important to 

keep an eye on how consumers are 

impacted by issues such as interest 

rates and changes in trade policy 

(e.g., tariffs).

Figure 2 
Types of Credit Planned Over the Next Year
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Figure 1 
Types of Credit Held 
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The 
Small Business 
After breaking through all-time high levels, SBA total lending activity declined, driven by a noticeable drop in both 

Yolo and Placer Counties. Additionally, Sacramento County experienced a slowdown year to date, overshadowing 

the continued growth in El Dorado County, which is on pace to increase over 50% from 2018 levels. The total dollar 

volume of SBA loans in the Sacramento MSA is on track to decrease slightly below its two-year moving average. 

County Share of 2019  
Loan Volume

2017-2019*  
Compound Annual Growth Rate

El Dorado 15% 13.8%

Placer 18% -6.6%

Sacramento 64% -2.8%

Yolo 3% -23.1%

Total MSA 100% -2.5%

SBA Lending  
Activity shows  

SIGNS OF  
WEAKNESS...

EXCEPT IN  
EL DORADO 

COUNTY 

 
3-Year SBA Loan Growth Rate By County

Total SBA Loan Approvals by County
(in millions, 2-Year Moving Average)

Moving Average is average of two previous data points.
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The 
Small Business 
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Positive Neutral Negative

SMALL BUSINESS

County Share of 2019  
Loan Volume

2017-2019*  
Compound Annual Growth Rate

El Dorado 15% 13.8%

Placer 18% -6.6%

Sacramento 64% -2.8%

Yolo 3% -23.1%

Total MSA 100% -2.5%

SMALL 
BUSINESS 

SENTIMENT 
IS UP  

SBCI Overall Sentiment Responses
January 2011 – July 2019

Moving Average is average of two previous data points.

The latest reading of our Small 

Business Confidence Index (SBCI) 

showed a positive outlook across all 

areas except credit access, which 

stabilized and remained virtually 

unchanged from the previous 

reading. Though stabilizing, this slight 

dip in sentiment for credit access 

adds color to the slowdown in SBA 

total lending activity. When looked at 

more closely, the overall sentiment 

varies across the three sectors we 

measure – manufacturing, services, 

and other. The manufacturing sector 

showed the strongest reading on 

future revenue and the likelihood 

of new hires, though the weakest 

reading in credit access. Respondents 

from the services sector were 

the most confident regarding the 

future economic outlook and local 

business conditions ahead. The 

other sector respondents displayed 

the best reading in access to credit. 

Notwithstanding differences in sector 

responses, overall sentiment in our 

SBCI survey was largely optimistic.

Economy

SBCI Total Economic Outlook
(18-month moving average)
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Economic Outlook Economic Outlook Moving Average

Notwithstanding differences in sector 
responses, overall sentiment in our  
SBCI survey was largely optimistic.

Moving Average is average of three previous data points.

UPDATE
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The Small Business 
Economy

SBCI Likelihood to Hire by Sector
(18-month moving average)
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CREDIT 
ACCESSIBILITY 

CONTINUES 
ITS UPWARD 

TREND

SMALL 
BUSINESS 

CONTINUING 
TO HIRE
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SBCI Credit Accessibility by Sector
(18-month moving average)

90%

70%

50%

30%

10%

Moving Average (Total) Moving Average (Manufacturing)

Moving Average (Other)Moving Average (Service)

Ja
n-

20
11

 

Ju
ly

-2
01

1 

Ja
n-

20
12

 

Ju
ly

-2
01

2 

Ja
n-

20
13

 

Ju
ly

-2
01

3 

Ja
n-

20
14

 

Ju
ly

-2
01

4 

Ja
n-

20
15

 

Ju
ly

-2
01

5 

Ja
n-

20
16

 

Ju
ly

-2
01

6 

Ja
n-

20
17

 

Ju
ly

-2
01

7 

Ja
n-

20
18

 

Ju
ly

-2
01

8 

Ja
n-

20
19

Ju
ly

-2
01

9

Business transaction activity 

picked up from last quarter, as 

shown by a 7% increase in listings, 

paired with a 27% bounce in actual 

transactions; however, business 

sales are still down 21% from 

a year ago. Subject companies 

improved slightly in both median 

revenue and cash flow metrics; 

however, transactions were still 

largely focused on smaller deals, 

signaling a blinking yellow light in 

business transaction activity.
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SMALL BUSINESS

Business transaction 
activity picked up from 

last quarter, as shown by 
a 7% increase in listings.

Median Revenue Median Cash Flow

Moving Average (Median Cash Flow)Moving Average (Median Revenue)

Median Revenue & Cash Flow of Transactions
(2-year moving average)
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BUSINESS 
TRANSACTION 
ACTIVITY SAW 

A NOTABLE 
INCREASE…

…but SIZE AND 
VALUATIONS  
REMAIN LOW

Listings Sales

Listings vs. Closed Sales
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Real Estate 
Office
The office market has started 2019 

strong, recording more than 237,000 

square feet of net absorption 

resulting in a decline in vacancy 

of 110 basis points year-over-year 

to 8.6. Demand remains strong as 

more than 2.2 million sf of tenants 

are actively seeking office space in 

the Sacramento region. Construction 

remains a significant market trend but 

will bring little new available product 

to the market as only 90,000 sf of the 

2.1 million sf is available.

High levels of demand have also led 

to an increase in lease rates and 

property values. Downtown remains 

a prime destination for tenants 

as asking lease rates for Class A 

properties eclipsed the $3.10 mark 

for the first time. More of the same is 

expected for the balance of the year 

as the market will continue to tighten, 

pushing lease rates further up.

Industrial 
The industrial market continues its 

record growth. Net absorption reached 

238,000 square feet for the year, with 

vacancy reaching a record low of 

4.4%. Sustained levels of low vacancy 

are responsible for lease rate growth 

which is up 8.7% per CoStar, the fastest 

growing industrial rents in the nation. 
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REAL ESTATE

New speculative construction has 

begun to come online, with two 

speculative projects completed so 

far this year. More are expected, and 

while none have leased to date, they 

have seen strong activity and are 

not expected to remain available for 

long. Current construction is limited 

to large, high-cube buildings, while 

small businesses looking for smaller 

spaces in multi-tenant buildings have 

few options and rapidly increasing 

lease rates. The market is nearing 

replacement cost for these buildings, 

and there may be relief in sight for 

these small tenants. 

Retail 
The Sacramento Retail market has 

largely plateaued. Net absorption has 

reached approximately 83,000 sf for 

the year, while leasing activity has 

been strong, surpassing 1.2 million sf. 

The strong market fundamentals are 

driven, in part, by a shift in landlord 

preference regarding tenant type. 

Experiential tenants like escape 

rooms, ax-throwing bars and indoor 

trampoline parks remain popular with 

customers and landlords alike.

While there is still retail construction, 

developers are selective with the 

projects they undertake. A large 

amount of new retail will be mixed 

use in the urban core, associated 

with either new office or multi-family 

projects. New shopping centers are 

largely relegated to the suburbs, with 

a strong anchor tenant needed in 

order for construction to begin.

 

Gross Absorption & Construction 2006-Q1 2019

Gross Absorption Construction
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Single Family
The single-family housing market 

continues to see growth, but there 

are signs of deceleration. Sale 

prices on a per square foot basis 

across the Sacramento region 

increased by 3% year-over-year, 

compared to 6% in 2018 and 9% 

growth or more the prior 3 years. 

This is in part due to increased 

construction of single-family homes 

effectively capping home values at 

or very near their replacement cost. 

While more construction is taking 

place, we are still well below the 

peak of 22,000 in 2004. However, the 

cost basis for starter homes remains 

too high to justify new construction, 

leaving much of the construction 

market focused on second- or third-

time buyers. With that said, home 

prices are far from outrageous, with 

sales below the $600,000 threshold, 

accounting for 85% of all home sales 

in the region. 

Real Estate

Median Home Prices & Cost Per Square Foot 2014 - 2019
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MARKET  
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SEE GROWTH
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REAL ESTATE
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Capital Markets 
& Banking Forecast

UPDATE

MID-YEAR 

What a difference half 

a year makes! The 

SBR team along with 

just about everyone 

else interested in the capital markets 

expected to be on a path of increasing 

interest rates in 2019, and now we 

suddenly find ourselves asking “how 

low can we go?”

We initially predicted two quarter 

point hikes to the target range for Fed 

funds, but now, we could end up with 

two quarter point cuts before the end 

of the year, with one already taking 

place at the end of July. Concerns 

cited for the cut in July included 

worries about falling price levels as 

well as a hit to the domestic economy 

from a global trade environment that 

is experiencing ever increasing levels 

of friction. 

We have already started to see the 

extent to which uncertainty around 

trade policy can adversely impact 

equity markets that are already 

trading at or above peaks in terms of 

cyclically adjusted price-to-earnings-

ratio, and the “risk-off” trade has 

already led to the yield on the 10 year 

UST dipping well below 2.0%. Figure 1 

shows what the trajectory of the S&P 

500 would have to look like between 

now and the end of the year to achieve 

a 2019 return of 5%, in line with our 

initial forecast of equity returns in the 

low to mid-single digits for 2019. 

Figure1
2019 Mid to Low Single Digit Equity Return Scenario

Year-Over-Year % Return on S&P 500 S&P 500 Index
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10-Year CMT Minus 3-Month CMT
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...the volatility experienced toward  
the end of July suggests that markets 

are well aware of what the Treasury 
curve may be signaling. 
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CAPITAL MARKETS 
& BANKING

UPDATE

MID-YEAR 

12/31/14 12/31/15 12/31/16 12/31/17 12/31/2018¹ 3/31/2019²

Total Assets ($ in 000s)
Banks
Growth %

$12,964,736 $14,256,660 
10.0%

$15,614,770 
9.5%

$16,608,673 
6.4%

$19,202,556 
15.6%

$19,590,370  
16.4%

Credit Unions
Growth %

$14,341,117 $15,615,129 
8.9%

$17,091,518 
9.5%

$18,415,635 
7.7%

$19,669,888
6.8%

$20,404,382  
7.5%

Total Loans ($ in 000s)
Banks
Growth %

$7,312,850 $8,342,836
14.1%

$9,395,492
12.6%

$10,199,760
8.6%

$12,069,540
18.3%

$12,246,151 
18.4%

Credit Unions
Growth %

$7,821,320 $9,350,834 
19.6%

$11,647,344
24.6%

$13,156,329
13.0%

$14,473,409
10.0%

$14,467,989 
8.5%

Loans-to-Deposit Ratio
Banks 65.5% 68.2% 70.0% 71.6% 73.0% 73.4%

Credit Unions 62.3% 68.2% 77.6% 81.6% 84.3% 81.4%

Net Charge-Offs / Avg. Loans
Banks 0.11% -0.10% -0.04% 0.04% 0.03% -0.01%

Credit Unions 0.43% 0.33% 0.34% 0.43% 0.46% 0.41%

Net-Interest Income / Avg. Assets (aka, Net Interest Margin)
Banks 3.21% 3.30% 3.29% 3.33% 3.52% 3.60%

Credit Unions 2.40% 2.51% 2.57% 2.68% 2.85% 2.94%

Efficiency Ratio
Banks 71.8% 68.2% 69.2% 63.9% 60.8% 61.6%

Credit Unions 74.7% 76.5% 72.2% 68.8% 66.5% 64.5%

Return on Assets
Banks 0.90% 1.00% 0.98% 0.93% 1.29% 1.34%

Credit Unions 0.82% 0.72% 0.82% 0.84% 0.93% 1.03%

Source: Callahan
¹ Regional bank figures impacted by the acquisition of First Northern Bank of Northern California by Tri Counties Bank in 2018.
² Data as of March is year-over year.

Table 1 
Bank and Credit Union Performance Trends

Figure 2 shows what the yield curve may be trying to tell us 

with the 10 year Treasury rate declining to less than the 3 month 

Treasury rate in the first half of 2019. As shown in the chart, 

this inversion typically predates a recession, and the volatility 

experienced toward the end of July suggests that markets are 

well aware of what the Treasury curve may be signaling. 

On a more positive note, the region’s financial institutions have 

performed very well in light of the flat/inverted yield curve; 

although, asset growth is expected to continue along a slowing 

trend. Net interest margins have continued to expand and 

efficiency ratios have continued to contract. But, the loan-to-

deposit ratios shown in Table 1 coupled with the recent decline in 

the yield curve overall suggest margin expansion is likely to cease 

going into the latter half of 2019. Credit losses have remained 

near cyclical lows, and are not expected to become an issue this 

year, but they may tick back up if the economy slows too much in 

2020 due to a broader weakness for the domestic economy.

http://www.sacbusinessreview.com


24 sacramento BUSINESS REVIEW | EMERGING TRENDS IN  SACRAMENTO ’S  ECONOMY 

Q
4-

20
08

Q
1-

20
09

Q
2-

20
09

Q
3-

20
09

Q
4-

20
09

Q
1-

20
10

Q
2-

20
10

Q
3-

20
10

Q
4-

20
10

Q
1-

20
11

Q
2-

20
11

Q
3-

20
11

Q
4-

20
11

Q
1-

20
12

Q
2-

20
12

Q
3-

20
12

Q
4-

20
12

 
Q

1-
20

13
Q

2-
20

13
Q

3-
20

13
Q

4-
20

13
Q

1-
20

14
Q

2-
20

14
Q

3-
20

14
Q

4-
20

14
Q

1-
20

15
Q

2-
20

15
Q

3-
20

15
Q

4-
20

15
 

Q
1-

20
16

Q
2-

20
16

Q
3-

20
16

Q
4-

20
16

 
Q

1-
20

17
Q

2-
20

17
Q

3-
20

17
Q

4-
20

17
 

Q
1-

20
18

Q
2-

20
18

Q
3-

20
18

Q
4-

20
18

Q
1-

20
19

Capital Markets & 
Banking Forecast

SBR Index Moving Average (SBR Index)

111

109

107

105

103

101

99

97

95

Figure 3
SBR Index (with 2-year moving average)

Moving Average is average of four previous data points.

Our proprietary SBR Financial 

Conditions Index aligns with the 

success of our regional financial 

institutions and shows that the 

regional economy continues to expand 

(Figure 3). 

THE REGIONAL 
ECONOMY  

CONTINUES TO  
EXPAND

Our proprietary SBR Financial 
Conditions Index aligns with the 
success of our regional financial 
institutions and shows that the 

regional economy continues to expand
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F
igure 1 shows the first half of 2019 changes, 

where positive numbers indicate growth and 

negative numbers indicate reductions or 

shrinkage. We see a change in anticipated 

voluntary turnover, with increased resignations indicated. 

Meanwhile, headcount is staying static from the first part of 

the year such that organizations report moderate recruiting 

efforts. Together these two indices may indicate an overall 

shrinkage of the local workforce. At the same time, 

reports indicate increased efforts regarding training and 

development internally. In essence, the focus appears to 

be to increase competencies in existing workforce instead 

of hiring new talent in the open labor market. Regarding 

overall compensation, we see increases both for basic 

compensation (salaries and wages) as well as optional 

benefits and perquisites. Finally, diversity and inclusion 

efforts are seeing an uptick. 

Figure 1 
Human Capital Trends, Summer 2019

Greater efforts on talent management initiatives across the 

board are reported, with a vast majority of companies (93%) 

reporting new or considerably revised talent management 

initiatives; the top three being learning and development, 

broader non-financial employee recognition, and individual 

performance-related bonuses (Figure 2). HR’s fundamental 

training and development efforts captured the number one 

spot in the first part of the year, while recognition and bonuses 

declined, indicating a shift in focus for these two initiatives. 

Artificial Intelligence remains a priority, although the focus 

has shifted from preparation to implementation and training. 

Diversity and inclusion remains a priority, while renewed 

efforts for employee autonomy and creativity (bottom up 

innovation ideas) are reported. Initiatives not on the upcoming 

agenda include team- and organizational- level performance 

bonuses, encouragement of employee entrepreneurship 

no effort substantial effort
0 0.1-0.1 0.2-0.2 0.3-0.3 0.4-0.4

Generational challenges

 Diversity efforts  
(e.g., age, gender, race)

Optional benefits/perks
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Training/development efforts  

Employee resignations

Headcount
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Human Capital 
TrendsTrends
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HUMAN CAPITAL  
TRENDS

without penalizing possible related 

failures, complementary health care 

assistance, complementary pension 

arrangements, and efforts towards 

reducing wage disparity between top 

management and highly skilled talent.

Table 1 lists factors expected to exert the 

most influence on the overall organization 

as we close 2019, with the top two from 

2018 remaining in place: skills gap and 

talent shortage. Our local organizations 

are in need of job candidates to fill 

positions, as well as applicants with the 

right set of knowledge, skills, and abilities. 

Lingering concerns are challenging 

productivity and profit targets as well as 

cost reductions. Artificial Intelligence is 

increasing in importance, moving from 

a shared eighth place in early 2019 to 

rank number five. Restructuring and 

downsizing are not indicated to be the 

avenues by which cost reductions will 

need to occur. 

Figure 2
Q3 and Q4 Talent Management Initiatives

Learning/development

Diversity and inclusion

Broader employee recognition (non-financial)

Health protection and promotion of well-being at work

Promote greater autonomy of employees at work

Implementing and/or training for artificial intelligence (AI)

Encourage and reward bottom up innovative ideas

Individual performance-related bonuses

Our local organizations are in need of job candidates  
to fill positions, as well as applicants with the right set of 

knowledge, skills, and abilities.

GREATER EFFORT 
ON TALENT 

MANAGEMENT 
INITIATIVES  

across the board 
AS COMPARED TO 

EARLY 2019

Table 1
Factors Expected to Exert the Most Influence in Q3 and Q4 2019

Rank Factors
1 Skills gap (job candidates available but don’t have desired skills)
2 Talent shortage (job candidates not available)
3 Challenging productivity and profit targets
4 Pressure on cost reduction
5 AI (machine learning, new technologies)
6 Change in company culture
7 Development and management of new competencies
8 Expansion of operations in new markets
8 Increased market competition
8 Market volatility and fear of recession
9 Organizational restructuring

10 Downsizing
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About CFA Institute  
With more than 96,000 members in 133 countries and territories, CFA Institute is the global association for investment professionals. It 

administers the CFA curriculum and exam programs worldwide; publishes research; conducts professional development programs; and sets 

voluntary, ethics-based professional and performance-reporting standards for the investment industry.

CFA Institute is a respected advocate worldwide for full and fair disclosure of financial information by public issuers to investors, ethical conduct by 

investment professionals that protects the clients’ best interests, investment  

performance standards, and the highest level of investment knowledge and  

competence. More information may be found at www.cfainstitute.org. A Member Society of CFA Institute

Global Network • Local Presence
Founded in 1991, the CFA Society Sacramento operates as a 

member society of CFA Institute. Our membership consists of 

more than 180 regional investment professionals and academics 

who work in both the private and public sectors in a broad range 

of capacities. More information may be found at www.cfass.org.

CFA Charter is The Gold Standard 
First awarded in 1963, the Chartered Financial Analyst (CFA) charter 

has become known as the gold standard of professional credentials 

within the global investment community. Investors recognize the CFA 

designation as the definitive standard for measuring competence and 

integrity in the fields of portfolio management and investment analysis.



Over 50 years, one thing has never changed. 

Continuously accredited since 1963.

They say the only constant is change. When we embarked on 
launching our college over 60 years ago, every business sector, from agriculture to 
manufacturing and finance, was radically different from what it is today. The traditional 
roles of men and women were different. The tech boom had barely even begun. 

At Sacramento State’s College of Business Administration, we’ve kept up with the times 
every step of the way. Our five decades of continuous accreditation is a testament to that 
commitment. Now in its 15th year, our MBA for Executives program has enhanced and 
advanced the careers of hundreds of business professionals, and continues to adapt with 
the world around us.

Business will always change. Our values will not.
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