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Remembering the U or V Debate
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2019: The Year of the Bear
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Mixed Economic Signals
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Does this look like a recession?

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

19
50

-0
1-

01
19

55
-0

1-
01

19
60

-0
1-

01
19

65
-0

1-
01

19
70

-0
1-

01
19

75
-0

1-
01

19
80

-0
1-

01
19

85
-0

1-
01

19
90

-0
1-

01
19

95
-0

1-
01

20
00

-0
1-

01
20

05
-0

1-
01

20
10

-0
1-

01
20

15
-0

1-
01

20
20

-0
1-

01

US Unemployment Rate

October 3.7%

60.0

65.0

70.0

75.0

80.0

85.0

90.0

70.0

75.0

80.0

85.0

90.0

95.0

100.0

105.0

110.0

M
ar

-9
6

N
ov

-9
7

Ju
l-9

9
M

ar
-0

1
N

ov
-0

2
Ju

l-0
4

M
ar

-0
6

N
ov

-0
7

Ju
l-0

9
M

ar
-1

1
N

ov
-1

2
Ju

l-1
4

M
ar

-1
6

N
ov

-1
7

Ju
l-1

9
M

ar
-2

1

US Industrial Output

Industrial Production Capactity Utilization



Beacon EconomicsBeacon Economics

Navigating the Miserabilist Narrative

Not every shock is an existential crisis
o Pre-pandemic economy was very healthy
o Congress and the Fed vastly over-reacted 

to the pandemic
o The are now over-reacting to inflation, but in 

opposing directions

This is not in a recession, nor are we 
doomed to have one

o Plenty of pent-up consumer demand to 
drive economy forward

o Supply chains starting to clear
o Inflation will burn out on its own

Gravity still exists
o Rate hikes are causing asset prices to fall 

back to earth
o Mini-tech boom is busting, Real Estate 

freezing up
o Fundamentals solid, losses minimal

Things are not fine
o Economy is brittle 
o Fed continues to pursue quixotic policies
o Long run issue is Federal debt
o The narrative remains disconnected from 

reality



Beacon EconomicsBeacon Economics

The Pandemic Mini-Recession

Why the “V”?
§ Pre-pandemic economy was 

healthy and well-balanced
§ Supply shock recession, rather 

than a demand shock
§ Pandemic shifted spending 

over time and across sectors, 
not canceled
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The Fiscal Problem
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Funding the Deficit

Source: FRED 13
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QE and Money: Then vs Now

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

Ja
n-

67
Se

p-
68

M
ay

-7
0

Ja
n-

72
Se

p-
73

M
ay

-7
5

Ja
n-

77
Se

p-
78

M
ay

-8
0

Ja
n-

82
Se

p-
83

M
ay

-8
5

Ja
n-

87
Se

p-
88

M
ay

-9
0

Ja
n-

92
Se

p-
93

M
ay

-9
5

Ja
n-

97
Se

p-
98

M
ay

-0
0

Ja
n-

02
Se

p-
03

M
ay

-0
5

Ja
n-

07
Se

p-
08

M
ay

-1
0

Ja
n-

12
Se

p-
13

M
ay

-1
5

Ja
n-

17
Se

p-
18

M
ay

-2
0

Ja
n-

22

Money Supply (M2) Growth Rates

1 Year Growth 3 Year Growth

Bernanke 
$3.5T 08-14

Powell 
$5T 20-21

1970’s inflation 
driver



Beacon EconomicsBeacon Economics

QE and Money: Then vs Now

The Problem of Excess Money

Short run: Money illusion
§ Falling interest rates
§ Asset price bubbles form
§ Spending and investment binge ensues

Long run: The Hangover
§ Sharp transfers of real wealth
§ Investments risk rises
§ Inflation and rates rise
§ Asset markets sag
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A progressive asset bubble… 
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A Binging Economy…
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Trade constraints
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Inflation nation…
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The Inflation Conversation 

⏤Supply chain issues
⏤The federal deficit
⏤Greedy corporations and profiteering
⏤Not enough manufacturing jobs in the 

US
⏤Biden’s bad green energy policies
⏤Putin’s fault!
⏤Saturn is aligned with Jupiter
⏤Kim shouldn’t have dumped Kanye
⏤The Seahawks horrible front line

“Inflation is always and 
everywhere a monetary 
phenomenon in the 
sense that it is and can 
be produced only by a 
more rapid increase in 
the quantity of money 
than in output.”

Milton Friedman
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Supply or Demand?
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Inflation Expectations
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How much farther can inflation go?

15% to 20%  
increase in P 
to offset M2 

(with little real 
growth)
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The Fed Fight Inflation Against Inflation
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The era of cheap money has ended…
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Residential Markets
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Recent Real GDP Growth
Contributions to Real GDP Growth

2019 2020 2021 2022
Gross domestic product 2.58 1.18 5.75 0.13
Final Demand 2.56 1.18 5.54 0.69

Personal consumption 1.45 0.39 4.74 1.09
Durable goods 0.40 1.40 0.59 0.11
Nondurable goods 0.32 0.81 1.04 -0.41

Services 0.74 -1.82 3.11 1.39
Fixed investment 0.42 0.51 0.67 -0.33

Structures 0.20 -0.50 -0.14 -0.29
Equipment -0.18 0.06 0.28 0.33
Intellectual property 0.33 0.22 0.56 0.45

Residential 0.08 0.74 -0.02 -0.82
Change inventories -0.38 0.79 0.93 -0.82

Net exports 0.40 -0.79 -0.72 0.27
Exports 0.11 -0.83 0.70 0.87
Imports 0.29 0.03 -1.41 -0.60

Government 0.69 0.29 0.12 -0.09
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State vs National Trends
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Q2 22 LQ Gr 19-22 RGR
All industry total 578520 6.8% 3.3%

Information 130774 2.91 35.9% 14.0%
Retail trade 47242 1.54 -7.4% -1.4%
Durable Manu 41665 1.09 -3.9% -10.7%
Construction 17050 0.97 -10.4% 0.1%
Real estate 68954 0.97 10.9% 6.7%
Government 63327 0.97 -0.7% -0.5%
Professional 48327 0.93 24.5% 8.9%
Accommodation food 13984 0.90 6.2% 5.4%
Other services 9394 0.89 -1.3% 1.0%
Wholesale trade 28211 0.84 4.4% 0.1%
Administrative 16544 0.84 19.3% 2.4%
Health care 34520 0.78 1.6% -3.4%
Logistics 11399 0.73 -16.2% -12.0%
Arts, entertainment 4261 0.71 4.1% 3.3%
Management 9102 0.60 12.5% -6.5%
Nondurable Manu 14745 0.54 -6.0% 0.8%
Finance 20089 0.50 12.1% 3.6%
Educational 2834 0.44 -0.9% 2.3%

State GDP by Sector
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Still Pent-Up Consumer Demand
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On the road again..

Source: VisitCalifornia
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Hotels…
Hotel Occupancy
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National Hotel Occupancy Rates Occupancy Rev Par
Q3-22 3 Yr Ch Q3-22 3 Yr Ch

United States 67.4 2.3 95.6 15.5%

Las Vegas 60.8 17.5 87.0 44.8%
Reno 67.2 2.9 83.6 16.1%
Seattle 75.6 1.8 125.4 14.7%
Oakland (MD) 77.2 0.7 111.5 -4.8%
San Diego 78.4 0.7 134.8 16.2%
Inland Empire 72.1 -0.2 86.8 9.9%
San Jose 73.2 -0.2 127.8 -9.2%
San Francisco (MD) 80.7 -1.5 193.8 10.9%
Portland 70.1 -1.8 102.8 9.0%
Orange County (MD) 75.8 -2.9 115.0 8.0%
Sacramento 69.2 -5.3 100.0 3.8%
Los Angeles (MD) 75.1 -5.3 134.3 5.0%
Tucson 53.9 -14.7 58.3 -23.4%
Phoenix 54.5 -16.2 66.2 -28.6%
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A shift back to consumer services…
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Can the consumer survive? Context…
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Access to Credit Markets
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Financial Status?
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Contradictory Efforts
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Business is managing as well…
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Business Investment
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New Orders IT Equipment 19 22
Q4 Q3

Private fixed investment 3425.7 3536.9 3.2%
Structures 578.1 422.4 -26.9%

Commercial and health care 174.4 133.5 -23.5%
Manufacturing 62.4 52.9 -15.2%
Power and communication 128.9 80.6 -37.5%
Mining exploration 115.6 98.5 -14.8%

Equipment 1208.7 1291.7 6.9%
Information processing equipment 479.5 583.4 21.7%
Industrial equipment 238.2 257.8 8.2%
Transportation equipment 268.1 249.7 -6.9%

Intellectual property products 1033.5 1267 22.6%
Software 485.2 643.2 32.6%
Research and development 468.2 547.7 17.0%
Entertainment, literary 85.8 94.7 10.4%

Residential 611.7 621.5 1.6%
Structures 595.9 604.3 1.4%

Single family 211.2 234.2 10.9%
Multifamily 47.5 53.3 12.2%
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Venture Capital: Washington

Source: PitchBook
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WA HQ Companies

Capital Invested ($B) Deal Count

Company 
Name 
(WA HQ)

Deal Size 
($, Mil.) Industry Location

ClearWire 900.0 Information Technology Bellevue
TerraPower 830.0 Energy Bellevue
Allen Institute 500.0 Healthcare Seattle
Helion Energy 500.0 Energy Everett
OfferUp 453.4 Information Technology Bellevue
Sana Biotech 435.0 Healthcare Seattle
Convoy 400.0 Information Technology Seattle
Group14 Tech 400.0 Materials and Resources Woodinville
Sana Biotech 380.9 Healthcare Seattle
Summit Power 350.0 Energy Seattle
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Aircraft Manufacturing
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Business’s real issue…

Source: VisitCalifornia

Job Openings Rate by Sector Jul-19 Jul-22
Total private 4.2 7.7
Health care 2.8 9.3
Leisure hospitality 6.7 9.3
Professional 5.4 9.0
Logistics 3.9 8.0
Other services 3.7 7.5
Financial activities 2.6 7.0
Information 3.9 7.0
Retail trade 4.9 6.5
Manufacturing 2.5 6.2
Education 2.6 6.0
Mining and logging 3.7 5.7
Government 1.5 5.2
Wholesale trade 2.8 4.9
Local education 1.6 4.7
Construction 5.1 4.7
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Where are the workers?
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The Era of Labor Shortages is Here
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Silver Lining?
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Regional Outcomes

Payrolls Gr 14-22 Gr 19-22
1 Idaho 825.4 26.1% 8.2%
2 Utah 1676.3 26.0% 7.3%
3 Florida 9460.5 20.4% 5.3%
4 Arizona 3088.7 20.0% 4.6%
5 Nevada 1462.0 19.7% 3.0%
6 Texas 13539.1 16.3% 5.3%
7 Colorado 2874.2 16.2% 2.6%
8 North Carolina 4804.3 15.8% 4.6%
9 Georgia 4821.8 15.8% 4.2%
10 Washington 3522.5 14.8% 1.3%
11 Tennessee 3247.0 14.6% 3.8%
12 South Carolina 2238.7 14.5% 1.9%
13 Oregon 1974.7 14.0% 0.8%
14 California 17650.9 13.0% 1.1%
15 Montana 506.0 11.2% 4.1%

Payroll Job Gains 14 to 22
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State Labor Markets

Source: JOLTS, EDD
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Employment – Washington

Source: EDD
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Total Nonfarm Employment
Industry Sep-22 

Emp.
3-YR

Dif. % Growth
Total Nonfarm 3,530.7 50.4 1.4
Information 176.6 30.2 20.6
Prof Sci and Tech 236.9 20.4 9.4
Admin Support 192.6 16.0 9.1
Construction 235.9 14.2 6.4
Transport/Warehouse 119.3 7.0 6.3
Retail Trade 410.0 20.0 5.1
Utilities 5.5 0.2 4.1
Financial Activities 163.9 2.5 1.5
Education/Health 509.5 4.2 0.8
Management 45.0 0.3 0.7
Wholesale Trade 136.5 0.6 0.4
Government 573.5 -14.2 -2.4
Leisure and Hospitality 331.8 -16.1 -4.6
Manufacturing 270.9 -23.3 -7.9
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CBSA

Sep-22 
Total 

Nonfarm 
(000s)

% Growth Sep-22 
Unemp. Rate

(%)

Absolute Change (p.p.)

3-YR 5-YR 3-YR 5-YR

Washington 3,530.7 1.4 5.9 3.7 -0.5 -1.0

Kennewick 123.1 3.4 9.2 4.8 -0.6 -0.8

Spokane 263.1 2.7 6.8 4.4 -0.9 -1.1

Seattle 1,785.6 1.0 5.6 2.7 0.1 -1.1

Yakima 88.1 0.7 2.8 6.0 -0.5 -0.7

Olympia 121.6 0.5 4.0 4.3 -0.6 -0.7

Bellingham 94.1 -1.6 0.5 4.4 -0.7 -0.6

Bremerton 93.4 -2.0 2.7 4.0 -0.5 -0.9

Mount Vernon 50.9 -3.1 0.5 4.7 -0.8 -0.6

Local Labor Markets

Source: EDD
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Washington Wages

Source: QCEW
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Washington

Industry
Washington Avg. Ann. Wages

Q1-22 1-Yr % Gr
Total $82,306 3.7
Prof/Business $142,601 17.5
Admin Svcs. $66,332 13.7
Leisure/Hospitality $30,655 12.8
Manufacturing $93,107 12.8
Mining/NR $37,574 8.6
Finance $120,001 5.4
Public Admin $82,744 4.3
Education/Health $61,298 3.2
Construction $69,799 1.9
Other Services $49,151 -1.1
Information $250,973 -6.1
Logistics $65,366 -9.8
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Household Finances - WA Counties

Source: Equifax, F.R.B. of New York, U.S. Census Bureau
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Sep-22 16-19 19-22

Seattle-Bellevue-Everett 1461 10.0% 1.3%

Olympia-Tumwater 1244 24.6% 26.0%

Portland-Vancouver-Hillsboro 1223 9.4% 15.7%

Kennewick-Richland 1181 3.9% 10.4%

Spokane-Spokane Valley 1155 18.4% 20.3%

Tacoma-Lakewood 1152 13.9% 12.8%

Bremerton-Silverdale 1108 4.1% 31.1%

Longview 1029 25.7% 11.7%

Yakima 971 3.3% 18.3%

Bellingham 966 10.7% 1.8%

Mount Vernon-Anacortes 935 7.9% -5.2%

Wenatchee 861 1.7% 23.7%

Walla Walla 835 27.2% -15.1%

Weekly Earnings (September)
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Local LF Dynamics
Sep-22 Labor Force Growth

Labor Force UR 19 UR 22 3 yr Gr% 10 Yr Gr%
Seattle-Tacoma 2229478 6.0 5.8 2.1% 17.1%
Spokane 287507 3.1 3.3 2.3% 15.7%
Kennewick-Richland 152900 4.5 3.8 2.4% 17.3%
Olympia-Tumwater 145111 4.4 4.0 0.6% 20.4%
Yakima 139224 4.4 3.8 -1.0% 9.8%
Bremerton-Silverdale 128342 4.6 4.4 -0.8% 13.2%
Bellingham 113906 4.1 3.6 -1.2% 13.2%
Wenatchee 68275 4.6 4.0 -2.4% 9.2%
Mount Vernon 62595 3.8 3.3 -2.2% 10.9%
Moses Lake 49634 4.8 4.1 0.2% 6.4%
Longview 48822 4.7 4.2 1.3% 12.3%
Oak Harbor 36427 5.4 4.7 -0.2% 14.0%
Centralia 34811 4.6 4.0 -0.3% 10.7%
Walla Walla 33489 5.3 4.7 2.2% 7.9%
Port Angeles 29439 4.1 3.4 0.9% 5.8%
Aberdeen 28628 5.6 4.7 -1.5% 1.3%
Shelton 24817 5.6 5.4 -1.4% 8.6%
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§Solutions
—Extensive: Increasing labor 

force through immigration 
(SR) or birthrates (LR)

—Intensive: Raising 
participation rates among 
the existing population

—Productivity enhancements: 
capital investments / skill 
training

Labor Shortage Solutions
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Population and Housing
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Residential Markets
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Sticker Shock
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Tampa 64.0% Los Angeles 37.9%

Phoenix 62.0% San Francisco 35.1%

Miami 61.4% New York 34.9%

Dallas 54.2% Boston 34.6%

Charlotte 49.5% Portland 33.6%

Las Vegas 49.2% Cleveland 30.9%

San Diego 49.1% Detroit 29.4%

Atlanta 45.8% Chicago 27.4%

Seattle 43.9% DC 26.0%

Denver 40.3% Minneapolis 24.6%

Case Shiller HPA 
July 20 – July 22
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New Construction (Smoothed)
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Market Collapse? Not a chance…
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Tight Inventories

Northeast Midwest South West

Vacant Year 
Round 2022 7.6% 7.4% 9.6% 6.6%
For Sale / Rent 2.0% 2.4% 2.7% 2.0%

Vacant Year 
Round 2012 8.9% 9.9% 12.6% 9.0%
For Sale / Rent 3.3% 4.0% 4.7% 3.5%

Vacant Year 
Round 2008 8.6% 9.8% 12.3% 8.4%
For Sale / Rent 3.6% 4.9% 5.3% 3.6%

Overall Housing Vacancy
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Market Driver: Housing Demand

3

4

5

6

7

8

9

800
900

1000
1100
1200
1300
1400
1500
1600
1700
1800

Q
1-

03
Q

2-
04

Q
3-

05
Q

4-
06

Q
1-

08
Q

2-
09

Q
3-

10
Q

4-
11

Q
1-

13
Q

2-
14

Q
3-

15
Q

4-
16

Q
1-

18
Q

2-
19

Q
3-

20
Q

4-
21

US Apartment Markets

Rent Vacancy



Beacon EconomicsBeacon Economics

The Collapse of Filtering

Source: National Association of Realtors
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US SF Homes Sold (000s), SAAR
30-Year Fixed Rate Mortgage

Owners Renters

2017 2021 2017 2021

United States 20.7% 21.0% 40.4% 41.9%

Miami 31.7% 34.0% 53.0% 54.0%

Las Vegas 23.3% 25.4% 40.5% 49.2%

Los Angeles 33.7% 33.7% 47.9% 49.0%

Denver 19.2% 20.6% 41.0% 43.3%

Philadelphia 20.3% 19.8% 41.9% 42.8%

Dallas 17.8% 21.3% 36.6% 42.5%

Chicago 22.8% 21.7% 40.3% 40.7%

Seattle 21.0% 21.5% 37.7% 39.6%

Indianapolis 13.9% 14.1% 37.4% 36.1%

Share Housing Cost Constrained 
Households
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Multi-Family Construction
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Local Housing Market

Source: UW, Washington State Dept. of Licensing RE Comm., CoreLogic

County

Median Prices Sales

Q2-22 1-Yr % 
Gr Q2-22 1-Yr % 

Gr

Spokane $425,000 19.7 2,276 -11.3

Snohomish $760,000 15.3 3,079 -9.7

Clark $530,100 15.2 2,182 -16.2

Pierce $550,000 12.2 4,027 -13.9

King $962,000 11.9 7,048 -20.2
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Tight Supply
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Apartments – Washington CBSAs

Source: REIS
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Housing Market Fundamentals

Source:  Realtor.com HICM (FRED), ACS 2019 and 2021 PUMS

Stock Vacancy Owners Renters
Total housing units 5 Yr Gr Vac Ch 5 Yr % Burdened 5 Yr Ch % Burdened 5 Yr Ch

United States 142148050 4.7% 10.3% -2.1% 21.0% -0.3% 41.9% 1.2%
Washington 3257140 7.6% 7.2% -1.3% 21.3% 0.0% 40.0% 1.9%
King County 985324 8.3% 6.1% 0.7% 21.2% 1.1% 38.6% 3.1%
Pierce County 365299 7.9% 4.8% -1.4% 22.6% 0.7% 40.8% -0.1%
Snohomish County 328346 8.2% 4.9% -0.8% 20.8% -0.2% 42.2% 3.8%
Spokane County 227895 8.2% 4.4% -2.6% 18.0% -3.6% 42.2% 1.0%
Clark County 201102 13.1% 3.6% -0.8% 19.4% -0.8% 43.1% 5.7%
Thurston County 123035 8.6% 4.8% -1.8% 20.0% 0.9% 44.3% -2.5%
Kitsap County 114777 4.0% 7.3% -0.3% 19.5% -3.0% 44.1% 8.6%
Whatcom County 101865 8.1% 9.5% -1.3% 28.1% 1.6% 44.7% -0.2%
Yakima County 91355 5.3% 4.8% -1.7% 20.5% 0.3% 31.9% -1.0%
Benton County 81777 10.6% 6.0% 1.2% 15.5% -6.1% 38.1% 3.2%
Skagit County 56411 7.4% 7.9% -3.7% 24.7% -0.4% 45.6% 7.0%
Cowlitz County 45858 5.1% 5.8% -2.1% 17.3% -1.9% 35.4% -5.1%
Island County 42471 3.5% 15.3% -3.4% 25.5% 3.2% 46.5% 8.8%
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Non-Residential Markets
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Warehouse Office Health care

Date Change from 2019Aug-22p

Total Private Construction 40.5% 1425963

Residential 70.6% 912913

Nonresidential 6.4% 513051

Commercial 32.0% 108870

Power 6.3% 98013

Manufacturing 21.2% 96649

Office 0.8% 73784

Health care 16.2% 41386

Communication 4.5% 24332

Total Public Construction 7.0% 355314

Highway and street 4.2% 101969

Education -4.5% 77633

Transportation 7.1% 40610

Sewage and waste disposal 25.0% 31931

Public Water supply 37.4% 23723
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Nonresidential Rents and Vacancies

Source: REIS

Office
Cost of Rent Vacancy Rates

Q2-22 ($) 1-Year % Growth Q2-22 (%) 1-Year Difference
Spokane 18.7 3.6 17.4 -3.9
Seattle 41.9 3.0 14.9 0.9
Bellingham 16.5 2.6 12.3 -1.9
Kennewick 16.6 0.5 19.1 -0.9
Bremerton 17.5 -0.6 20.8 -1.2
Olympia 17.0 -2.0 13.2 -2.3

Retail
Olympia 18.4 2.3 14.8 -2.0
Bellingham 16.3 2.1 7.2 -2.7
Kennewick 14.1 1.4 15.4 -1.2
Seattle 26.6 0.0 5.4 -0.9
Bremerton 15.3 -0.8 20.9 -2.3
Spokane 16.7 -1.0 10.5 -0.9
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Retail / Industrial Supply Chains
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Work-from-home Trends

Source: ACS, SWAA, Barrero,  Bloom, and Davis (2021)
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A bumpy path ahead…

• Potential Scenarios
• What will the Fed do? Raise 

it til they break it?
• Wild cards: Long run fiscal 

situation, US terms of trade
• Global situation: China is 

swooning
• Gap between economic 

reality and political 
narratives still dangerously 
wide

• The Outlook: Expansion 
to Continue

• Wealth and income will drive 
consumer spending

• Asset values to fall, liquidity 
drying up

• Construction to go cold
• Underlying asset quality to 

remain strong
• Inflation will continue to be hot
• Economy is brittle—small 

shocks can have big 
consequences

• Washington State
• Economy back to growth
• National economic drivers 

broadly positive for local 
economy

• Labor shortage issues will 
remain, albeit less so than 
for many other places

• Revenues will be less of a 
problem than expenses 
for local / state 
government

• Multifamily can support 
housing markets



Thank You

Chris@BeaconEcon.com | beaconecon.com

To request a copy of this presentation, or for more info 
about Beacon Economics, please scan this QR code:


