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Chico Economic Index
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Welcome to our first publication of Golden Valley
Bank’s Chico Economic Index and Business Confidence Survey!
I have lived in Chico my
entire life and been in
banking for 31 years. The
most common question I
receive is “how’s the local
economy?” In the past it’s
essentially been somewhat educated, seat of the pants guesses based on what I’m hearing from customers and business associates in town. Some time ago I started thinking about producing a local report that
would have both objective measures of where we have been and subjective measures of where we are
going. Now’s the time and that’s what we’re trying to accomplish with this publication.
The Chico Economic Index measures quarterly where we’ve been using five seasonally adjusted and
equally weighted categories – sales tax, transient occupancy tax (TOT), dollar value of building permits
issued, unemployment and average housing sales prices. We selected these categories for a few reasons,
none of them scientific (we’re bankers, not statisticians). Other communities that we researched also use
these categories in their indices and they are fairly easy numbers to obtain. Overall we think this is a good
snapshot of how the community is doing economically, especially when compared year to year or quarter
to quarter. We are using the first quarter of 2007 as our base year.
The Chico Business Confidence Survey is a five question, multiple choice survey of how local business
owners and managers feel about the prospects of their own companies in the year ahead and how they
feel the local and national economies will perform over the next 12 months. We also modeled this survey
after what several others have done in communities around the country. The responses will be aggregated and a score between 0 and 100 will be computed. A score over 50 will indicate an overall optimism
about the local economy and one under 50 will mean the opposite. Over time comparisons from year to
year and quarter to quarter will be quite interesting, as will be comparing the Confidence Survey to results
from the Economic Index from the same time period.
Enough of this . . . here are the results!
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1st Quarter 2013
Chico Economic Index – 83.4
The 1st quarter Index jumped substantially to 83.4 from the previous quarter
of 74.5. The jump was led by seasonally adjusted advances in the dollar value
of building permits issued and sales tax
in the City. Actual increases in building
permits were especially dramatic, up
almost 250% from the same period last
year. We’ve all seen the increased activity in the building industry locally –
it’s real! Sales tax was up 9.3% from
the first quarter of 2012, a big jump
from what has been a steadily increasing figure for the last several quarters. This is great news for the community. Other components of the survey, Unemployment, Housing and TOT tax were all improved.

Sales Tax
Sales tax index has finally recovered all of the ground lost during
the great recession and is at the highest level since the base year
of 2007. That’s a big deal!
After experiencing successive quarterly declines in 2008 and 2009,
seasonally adjusted sales tax figures have been steadily recovering; however, through the end of 2012 we were still not back to
where we were before the recession. That’s now changed. The
9.3% increase in actual sales tax from the same quarter a year ago
is the first sign that retail sales might be fully recovered! These
results confirm our feelings that many local businesses are doing
better, some much better, and now it is more than just taking
sales from competitors no longer in business. Retail is back!

Transient Occupancy Tax
TOT (hotel “bed tax”) is another bright spot in the index since the recession, having recovered all its declines in the second quarter of 2011 and even showing
a little growth. This could be considered our
“tourism” index, meaning that as a group the hotels
and motels in Chico have recovered quicker than the
general economy. Several factors are likely the cause.
Relatives of CSUC students are still coming to town
and the “staycation” theory of vacationing close to
home is likely very real. In any event, outside money
coming into town is always a good thing and Chico
seems to continue to be able to attract overnight visitors.

1st Quarter 2013
Unemployment
Butte County’s unemployment curve mirrors national
averages pretty closely, albeit at a much higher percentage. Seasonally adjusted unemployment peaked
in the second through the fourth quarters of 2010 and
has steadily improved since to 11.1% in the first quarter of this year. Actual unemployment peaked at
14.8% in the first quarter of 2010. While actual unemployment increased in the first quarter of this year
over the fourth quarter of 2012, the seasonally adjusted number declined, indicating that while actual unemployment increased, it wasn’t as much as would
have been expected. Confusing enough for you? Well
try this; nationally there is a “Jobs to Population” index that is another twist on an unemployment index – so it’s how many jobs are in the country divided by the entire population of the U.S. That index dived during the recession as you might expect but has been flat ever since –
no improvement. What does it mean when that index is flat yet unemployment is improving? The difference is
likely folks who have dropped out of the job market.

Building Permits Issued
The index and the dollar value of building permits in
the first quarter rocketed to its highest level in six
years, up almost 250% from the same quarter last
year.
This category covers both residential and commercial, but doesn’t include projects approved by the
state at CSUC or Enloe Hospital, two large examples.

Average Housing Prices
Contrary to what might be a popular belief, housing
sales prices aren’t seasonal. When we did the analysis, the seasonally adjusted number was right on
top of the actual number for each quarterly figure
in the index. No surprise here, prices are still down
just over 25% for the peak in the third quarter
2007. It appears we bounced along the bottom in
2011 and 2012 and we are seeing some recovery in
the first quarter of 2013. We have certainly seen
prices increase locally in April and May of this year,
but those won’t be reflected here until the index is
published next quarter.

Chico Business Confidence Survey
There’s no question about it, Chico business owners and managers are feeling pretty good about the next 12 months. The
survey’s 64.6 overall result is far above a neutral response of 50.
Almost 73% of those answering the survey expect their top line sales volume to moderately or strongly increase over the next
12 months. Only 6% expect sales to decrease. 68% expect their profits to increase either moderately or strongly over the
next year. Only a little over 8% expect profits to decrease.
That same optimism doesn’t completely carry over to increased employment with about 68% of the respondents indicating
that they won’t be increasing the level of employment at their companies over the next 12 months. However, 32% do expect
to increase employees, which should continue to improve the employment picture locally.
There is more confidence in the improving economic performance of the County over the next 12 months than the nation as
a whole. Over 65%, a pretty large number, expect that the local economy will be somewhat or much better over the next 12
months when compared with the last 12 months. Only about 5% think the local economy will be worse off a year from now.
About 55% feel the national economy will be better over the next year with 19% thinking it will be worse.

1st Quarter 2013
Q1: Over the next 12 months
my firm's top line sales volume is expected to _____
compared to the last 12
months.

Hot Topic!

Q2: Over the next 12
months my firm's profit is
expected to _____
compared to the last 12
months.

Q3: Over the next 12
months my firm's level of
employment is expected to
_____ compared to the last
12 months.

Q4: How do you think general business conditions in
Chico / Butte County will
change over
the next 12 months compared
to the past 12 months?

Q5: How do you think general
business conditions in the
United States will change
over the next 12 months
compared to the past 12
months?

When asked about the single most important problem
facing their businesses today, Government regulations
and red tape (41%) and taxes (26%) overwhelmed the
other eight possible responses.

