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SALES TAX BY MAJOR BUSINESS GROUP
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~Statewide Trends
"'Ad;usted for. accountmg aberrations,
the Jocal portlon of California’s sales
“and use tax for fransactions occurring
Apﬂl t‘hrough June were 18.4% lower
_'..'_than last year’s comparable quarter.
AL categones and regions were down
'\mth receipts from fuel, automobiles,
business supplies, and construction
materlals exhzbitlng the largest reduc-
tions. T his is the e1ghi:h consecutive
quarter of state\mde declines but sub-
sequenit reducttons should become

mcreasmgly moderate as the economy :
bottoms - out and future quartezs ate -

compared to previous recorci lc_)ws.. .

The Climb Back Up

somewhete around the end of July. .
Minor recovery is expected in the last
half of the year as companies restock -

depleted inventories, federal stimulus
programs filter through the system,
and investor confidence returns.
However, restoration of California’s
previous sales tax levels will lag Un-
employment is projected to inctease
through the first quarter of 2010 and
remain weak for several quarters after.
Incomes are flat, household wealth has
been exhausted, inflation is in decline,
and the drops in property values are
not over. Lenders are less tisk tolerant
and previously escessive borrowers
have become disciplined savers.

The California Budget Project recently
concluded that it took six years for the
average household to fully rebound
from the jobless recovery following
the recession of 2001. New consumer
frugality, tight credit, and moderate job
growth may resuit in an equally slow
recovery from this recession.
Prognostications for key segments:
General Consumer Goods — Sales
of personal electronics remain solid
but consumers are focusing on price
and necessities when it comes to ap-
parel and other merchandise. Weak
back-to-school sales and limited credit

for new stock have retailers planning
lean inventories for the holiday season
which is projected to be flat with only
modest gains through 2010.
Transportation - Cash-for-clunkers
stimulated new car sales but largely
borrowed from the next two quartets.
Significant recovery is not expected
untl the 20171 models artive. RV, boat,
and motozcycle sales may languish un-
til the return of full employment.
Business & Industry - Sales to
health providers and manufacturers of
tood products, energy, and informa-
tion technology remain stable. Invest-
ment in equipment and supplies as a

| whole however, generally drops in and
<771 ‘out of a recession four to six quarters
Stausuca]lymosteconoﬂusts agree that_'_ after ¢o
the national recession bottomed out

aftg'r:tginszﬁ;per goods. Continued de-
clines ate expected through 2010,
Building & Construction - Benefits

_from the stimulus package will be off-

set by state cutbacks. Projections are
for weak office and commercial con-
struction. Modest recovery in overall
spending is not expected untl after

fext surmmer,
Fuel & Service Stations- Lack of
competition allows refiners to manip-

a9

ulate costs of the state’s envitonmen-
tally friendly summer blend, but over-
ali receipts are expected to stabilize
after next quarter’s comparison with
the previous yeat’s record price spike.
Grocers & Restaurants - Intense
price competition has kept receipts
from grocers’ taxable goods down
while higher-end restaurants contin-
ue to experience reduced patzonage.
Revenues are expected to remain flat

for the next five to six quartess.
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Sennce Stations e §79.018 ~10.9% ~33.4% -36.8%
Petro!eum Proﬁquwpment wee CONFIDENTIAL oo -45.5% A7.2%

E Restaurants No Alcohol 37,347 -12.8% 3.9% 2.9%

Dzscount Dept Stares ; - CONFIDENTIAL = 0.0% 4.7%

"-3"'Automot|ve5uppiyStores'"”""""'“3'"""' 17.707 -12.3% -10.2% 5.6%
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* Light IndustrialPrinters e 12,836 na 108.5% -27.0%
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PainyGlassWallpaper — CONFIDENTIAL — .37.9% 18.9%
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