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The global pandemic leads to the global recession
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Global economic impact:

$9.2 Trillion
(10% of global GDP)
From 3% to -7%
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The pandemic devastates the economy due to mitigation policies:
e.g. travel bans, stay-at-hnome, social distancing

. 3/11 WHO called the pandemic
. 3/14 Travel ban on Europe
. 3/16 Presdient's 15-day guildlines
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Traffic to retail and recreation declined by 55% in April in Orange County

California
L.A. County
Orange County

Santa Clara County
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Traffic to transit stations and workplaces declined by the same degree
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Unemployment shot up in April in the U.S. and California

U.S. Continued Claims ill California Continued Claims

for Insured Unemployment for Insured Unemployment
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U.S. lost 2.1 million payroll jobs in April. Restaurant and retail sectors
lost 8 million jobs. Unemployment rate escalated to 14.7%.

Food services and drinking places I  5.9M; -48%
Retail trade N 2.2M; -14%
Administrative and waste services I 1.6M;-17%
Arts, entertainment, and recreation [T 1.3M;-54%
Ambulatory health care services I 1.2M; -16%
Construction ]
Government
Durable goods ||
Accommodation
Social assistance
Transportation and warehousing
Professional and technical services
Nondurable goods
Wholesale trade

Information || Job in April 2020

Real estate and rental and leasing
Hospitals I Job Loss from Feb to Apr 2020
Management of companies and enterprises
Mining and logging

Finance and insurance HIF
Utilities (MI”IOI’I)

20 22
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The economy is estimated to recover rapidly in 2021 once the virus
is gone. The $2 Trillion CARES Act prevents further ripple effect.

1-year recovery
(2020-21) vs
4-year recovery
(2007-11)
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Federal reserve provides massive liquidity to the markets.

An era of low but not negative interest rates.
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$4.2T to
$6.7T

2018
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Globalization and global supply chains face serious challenges
In the era of the coronavirus pandemic

* In February, when China shut down, multi-
national companies panicked about China’s o
supply chains disruption.

* In March/April, U.S. and Europe are C
desperate to source their medical and
pharmaceutical equipment and supplies, such
as masks, when many countries are imposing
export bans.

* Reallocation: the decline of China .
manufacturing and the rise of the U.S.
manufacturing.
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U.S. advanced retail sales declined by 8.7% in March.
Some sectors have increased sales (but not taxable).

Motor Vehicle and Parts Dealers

Grocery Stores

Nonstore Retailers

General Merchandise Stores

Food Services & Drinking Places

Gasoline Stations

Building Materials, Garden Equipment and Supplies Dealers
Health and Personal Care Stores

Clothing and Clothing Accessory Stores
Miscellaneous Store Retailers D February
Department Stores B March
Furniture and Home Furnishings Stores
Electronics and Appliance Stores
Sporting Goods, Hobby, Book, and Music Stores

(SMillion)
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O.C. taxable sales had a 7% increase in e-commerce in 2019

All Other Outlets

Motor Vehicle and Parts Dealers
Food Services and Drinking Places
Other Retail Group

General Merchandise Stores

Clothing and Clothing Accessories Stores ) D 2018
Gasoline Stations ) . 2019

Building Material and Garden Equipment and Supplies Dealers

Home Furnishings and Appliance Stores
(SBillion)

$10 S$12 S14 S16 S18 S20 S22 S24
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June 2020

O.C. taxable sales is expected to plunge by 50% in CY 20200Q2
and rebound as the economy gradually reopens

Forecast * Forecast Assumptions

($Billion)

Considered CARES Act
Economy reopens
gradually since 2020/5
No serious resurge; no
other shutdown in the fall
2020/2021

Test are more available
social distancing
practices remain
Vaccine ready in 2021

2020 2022
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The long-term growth of O.C. taxable sales
will convert to 3.7% in the 2020s and slow down to 3% in 2045

Nominal growth rate: from 3.7% to 3%

gl NN pEEEEEEEEEEEEEEEEEEEEEEE

18 20 22 24 26 28 30 32 34 36 38 40 42 44

[ ] CPlInflation Rate Minus Rent and Medical Care (Long-term growth: 1.2%)
[ Real Taxable Sale Growth (Long-term growth: 2.4 to 1.8%)
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Conclusions

« The length of the recession will depend on the length/severity of the pandemic.
« There is high uncertainty on our forecast.
*  We expect a relatively rapid recovery in terms of U.S. GDP.

« California had more reduction of economic activities compared to other states.
So California and Orange County will take more of an economic hit.

« Unbridled globalization is killed by this global pandemic. Diversified and local
supply chains will rise.

« The U.S.-China relationship will face serious challenges.
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