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FALL 2020 LOCAL ECONOMIC REPORT

EXECUTIVE SUMMARY February 2020

The Sonoma County Economic Development Board is pleased to present the Fall 2020 Local 
Economic Report.  Our research partner, Moody’s Analytics, provided the data for this report.  For 
additional information, questions, comments, or suggestions, please contact us at (707) 565-7170 
or visit www.sonomaedb.org. 

Disclaimer to the Reader: The forthcoming details in this report reflect trends sourced from data 
gathered during the novel Coronavirus pandemic. Figures, such as employment rates, have been 
susceptible to great variability and are ever-changing. 

HIGHLIGHTS

Workforce:  Sonoma County payrolls are still down 10% 
compared to pre-pandemic levels. Sonoma County’s 
manufacturing industry stands out as a resilient part of 
the County’s recovery. Sonoma County’s manufacturing 
sector realized 4% job growth through 2020. Despite 
manufacturing’s annual success, it is likely that employment 
recovery is going to lag for other staple industries, Such as 
Liesure and Hospitality, in Sonoma County. However, it is 
likely that we will begin to see a return to tourism normalcy 
now that COVID-19 vaccinations are being administered.

Markets:  As mentioned, Sonoma County’s manufacturing 
industry saw robust employment growth in 2020. This growth 
in employment correlates with increasing demand and sales 
for locally made organic food products. Local electronics 
testing and broadband equipment producers are expected to 
continue seeing benefits as firms extend remote employment. 
The healthcare industry continues to be sturdy. As Sonoma 
County’s median age rises, the demand for healthcare 
services is rising as well. The housing market is poised to be 
strong for the foreseeable future. House prices are forecasted 
to continue rising and permit issuance is increasing as well.

Forecast: As the virus continues to persist, there are some 
downside risks that the economy will face in the short term. 
State restrictions have many businesses remainining closed 
and workers displaced. This adds additional pressure for 
federal fiscal relief in the near term. The Biden administration 
will likely have their proposed $1.9 trillion in additional 
stimulus passed, providing some more solid ground for near 
term growth. In addition to short term growth as a result 
of fiscal stimulus, it is likely that there will be a boom in 
consumption from pent up demand. The size and effect of 
this boom hinges on the efficacy of the vaccination’s rollout. 
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Best=1, Worst=409 

A

U.S.=100% U.S.=0% Best=1, Worst=402

Sonoma County 322 (4th quintile) 302 (4th quintile) 

TUS

137% 124% -0.21% 263
Santa Barbara County 288 (4th quintile) 266 (4th quintile) 134% 132% -0.09% 210
Santa Cruz County 399 (5th quintile) 380 (5th quintile) 152% 129% -0.19% 257
Sacramento MSA 263 (4th quintile) 206 (3rd quintile) 113% 124% 0.22% 122
Monterey County 374 (5th quintile) 365 (5th quintile) 128% 125% -0.46% 344

STRENGTHS & WEAKNESSES

BUSINESS CYCLE STATUS

At Risk

Recovery

Mid
Expansion

Late
Expansion

In Recession

STRENGTHS & WEAKNESSES

FORECAST RISKS

STRENGTHS
 » World-class wineries and craft breweries are 

magnets for tourism.
 » Leader in organic food production.
 » Climate draws outdoor enthusiasts.
 » High quality of life.

WEAKNESSES
 » Limited land availability for new wineries and 

commercial construction.
 » High costs relative to emerging tech hubs.
 » Unfavorable age structure.

SHORT TERM

FORECAST RISKS

LONG TERM

MOODY’S RATING

Highest=1
Lowest=403

UPSIDE
 » Consumers embrace organic foods with even 

greater enthusiasm.
 » Marin biotech firms expand in Sonoma.

DOWNSIDE
 » COVID-19 does more economic damage.
 » Population trends fail to improve.
 » More wine enthusiasts flock to the Pacific 

Northwest.
 » Weaker trade with East Asia hurts medical device 

and wine industries.

W X

330 5th quintileEXPOSURE  
JANUARY 2021

MOODY’S RATING
SANTA ROSA 

AS OF DEC 20, 2017Aa2
1-866-275-3266

help@economy.com

ANALYSIS

Lowest=403

Recent Performance. Sonoma County’s 
recovery from the COVID-19 pandemic has 
stalled as case counts surge nationwide. So-
noma’s initial recovery was more rapid than 
the state’s, but further business restrictions 
and a pullback in travel have left the county 
in a slightly worse position than the Califor-
nia average. All told, payrolls are down 10% 
relative to pre-pandemic levels, compared with 
8% for California. Nonetheless, Sonoma still 
ranks favorably relative to its midsize peers in 
the state, notably ahead of Napa, Santa Bar-
bara and San Francisco in terms of jobs re-
couped since February. Manufacturing remains 
a standout performer, with annual job growth 
clocking in at a robust 4%. Leisure/hospitality 
is the largest drag as restrictions and contagion 
fears have sapped demand. The jobless rate has 
halved since its peak in April but remains nearly 
triple its pre-pandemic level. The housing mar-
ket is surging. House price appreciation far ex-
ceeds the state’s pace, and permit issuance is 
pressing higher.

COVID-19. The county’s relatively low in-
fection rate and loosening business restrictions 
will ease some of the near-term pain. Despite 
a recent acceleration, Sonoma, a one-county 
metro area, ranks among the bottom 50 areas 
nationally in COVID-19 cases per resident. Local 
consumer spending will improve as restaurants 
reopen and contagion fears ease. 

More beneficial, the national vaccination 
rollout could spell a return to normalcy for 
tourism by the fall. The Moody’s Analytics 
forecast assumes that as the year progress-
es, consumer services will begin to recover 
because the share of the population that is 
vaccinated will increase and COVID-19 cases 
should begin to abate. This sets the stage for a 
strong recovery in consumer services and visi-
tor spending, particularly as there is tremen-

dous pent-up demand, and with more than 
$1.5 trillion nationally in forced savings, con-
sumers have the financial firepower to boost 
service spending.

Manufacturing. Already the best-performing 
industry, Sonoma’s manufacturing cluster will 
buoy the economy while consumer services be-
gin to recover. Food processors have seen outsize 
sales growth given robust demand for Sonoma’s 
organic products and will build on the positive 
momentum early in the year. 

The shift toward more remote work is ben-
efiting local electronic testing and broad-band 
equipment makers. Furthermore, the industry 
will be backed by strong efforts toward modifi-
cation of the internet infrastructure and demand 
for smart-home and other household devices 
that rely on mobile connectivity.

Healthcare. Sonoma’s healthcare industry 
is on solid ground and will lend stability. Even 
though below-average population growth in the 
years to come will hamper healthcare’s progress, 
the industry will benefit greatly as the share of 
senior citizens in the county rises faster than the 
U.S. average. The local share of residents age 65 
or older now stands at 20%, which is above the 
state and national averages. 

Sonoma County’s near-term recovery will 
be sluggish, but the outlook has improved 
slightly as the vaccination rollout takes 
shape. The pandemic is wreaking havoc on 
the economy and its reliance on tourism 
leaves it more exposed to an uneven re-
covery. Fortunately, most job losses will be 
temporary, and Sonoma will regain its foot-
ing late in 2021. In the long run, a high qual-
ity of life and highly educated workforce will 
keep the county in line with the California 
average in job and income growth. 

Colin Seitz
January  2021

2014 

Aa2
2015 2016 2017 2018 2019 INDICATORS 2020 2021 2022 2023 2024 2025

26.5 28.3 28.7 30.1 31.3 31.6 Gross metro product (C12$ bil) 30.0 30.5 32.4 33.9 34.7 35.2 
5.1 6.8 1.4 4.6 4.1 1.1 % change -5.0 1.6 6.3 4.6 2.3 1.5 

191.2 196.9 201.8 205.6 208.7 209.7 Total employment (ths) 194.0 194.1 200.6 206.6 209.0 209.6 
5.1 2.9 2.5 1.9 1.5 0.5 % change -7.5 0.0 3.3 3.0 1.2 0.3 
5.6 4.5 4.0 3.4 2.8 2.7 Unemployment rate (%) 8.0 8.3 6.4 4.5 4.2 4.3 
7.0 8.2 4.1 4.5 6.5 5.3 Personal income growth (%) 4.8 -2.0 5.2 5.7 4.6 3.8 

66.1 70.0 74.0 78.7 81.4 83.6 Median household income ($ ths) 86.6 86.3 89.7 93.4 96.6 99.5 
498.6 500.9 502.5 502.5 498.6 494.3 Population (ths) 494.3 495.5 496.6 497.3 498.0 499.0 

0.9 0.5 0.3 -0.0 -0.8 -0.9 % change -0.0 0.2 0.2 0.2 0.1 0.2 
3.5 1.3 0.8 -0.7 -4.1 -4.4 Net migration (ths) -0.4 0.6 0.6 0.2 0.2 0.5 

419 431 621 840 3,169 2,079 Single-family permits (#) 1,265 1,432 1,681 1,596 1,477 1,289 
244 190 298 338 110 350 Multifamily permits (#) 238 395 497 488 463 398 

238.7 260.2 281.9 305.8 331.4 335.5 FHFA house price (1995Q1=100) 336.8 343.4 353.0 368.1 390.1 419.3 
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PRÉCIS® U.S. METRO  •  Sonoma County CA

ECONOMIC HEALTH CHECK

CURRENT EMPL YMENT TRENDS

3-MO MA Jun 20 Jul 20 Aug 20

O

Sep 20 Oct 20 Nov 20
Employment, change, ths -10.0 -4.4 0.4 3.4 1.8 0.8
Unemployment rate, % 13.0 11.4 9.5 8.2 7.0 6.4
Labor force participation rate, % 61.6 61.6 61.7 61.1 61.4 61.5
Average weekly hours, # 33.5 33.6 33.8 33.8 34.0 34.0
Industrial production, 2012=100 102.0 103.7 105.9 106.7 107.4 107.7
Residential permits, single-family, # 974 986 954 1,047 1,203 1,457
Residential permits, multifamily, # 247 206 51 107 255 363

 Dec/Dec Dec 14 Dec 15 Dec 16 Dec 17 Dec 18 Dec 19
Employment, change, ths 5.4 6.1 4.1 3.9 1.8 3.2

Better than prior 3-mo MA Unchanged from prior 3-mo MA Worse than prior 3-mo MA
Sources: BLS, Census Bureau, Moody’s Analytics

SAA CA U.S.
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BUSINESS CYCLE INDEX

Source: Moody’s Analytics
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CURRENT EMPLO

Sources: BLS, Moody’s Analytics

% CHANGE YR AGO

Government Goods producing
Private services

YMENT PERFORMANCE

Nov 19 May 20 Nov 20

CURRENT EMPLOYMENT TRENDS

Total 1.2 -9.1 -9.1
Mining 0.2 -0.4 0.1
Construction 7.9 0.2 -4.3
Manufacturing 0.3 -2.4 3.8
Trade -1.9 -11.6 -10.0
Trans/Utilities 1.8 -9.1 -6.9
Information 0.2 -10.6 -15.3
Financial Activities 0.2 -1.1 -0.3
Prof & Business Svcs. 3.1 -4.7 -5.6
Edu & Health Svcs. 4.3 -6.4 -3.2
Leisure & Hospitality -0.4 -30.8 -26.6
Other Services 3.0 -18.9 -18.3
Government -1.8 -4.7 -16.0

Sources: BLS, Moody’s Analytics

SAA CA U.S.
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Sources: BLS, Moody’s Analytics

HOUSE PRICE
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FORECAST
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2-Yr 5-Yr
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Sources: BLS, Moody’s Analytics

RENTAL AFFORDABILITY HOUSE PRICE TRENDS

JAN 2010=100

SAA CA U.S.
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Sources: FHFA, Moody’s Analytics

HOUSING AFFORDABILITY
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SAA CA U.S.
95 97 99 01 03 05 07 09 11 13 15 17 19

110
120
130
140
150

160
170
180
190

SON

RENTAL AFFORDABILITY
GREATER THAN 100=MORE AFFORDABLE

Sources: Census Bureau, BLS, Moody’s Analytics
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EMPLOYMENT AND INDUSTRY

PRÉCIS® U.S. METRO  •  Sonoma County CA

TOP EMPLOYERS

EMPLOYMENT AND INDUSTR

Kaiser Permanente 3,508
Graton Resort & Casino 2,000
St. Joseph Health System 1,640
Keysight Technologies 1,300
Safeway Inc. 1,200
Sutter Santa Rosa Regional Hospital 1,050
Medtronic CardioVascular 1,000
Amy’s Kitchen 988
Wells Fargo 916
Lagunitas Brewing Co. 900
Jackson Family Wine 800
Cyan 700
Walmart Inc. 650
Hansel Auto Group 600
AT&T  600
Lucky 550
Santa Rosa Community Health Centers 523
PG&E 500
Petaluma Acquisitions 455
Ghilotti Construction Co. 425

Sources: North Bay Business Journal Book of Lists, 2017, San Francisco 
Business Journal Book of Lists, 2017

PUBLIC
Federal 1,344
State 3,824
Local  24,476

2019

BUSINESS COSTS LEADING INDUSTRIES 

COMPARATIVE EMPLOYMENT AND INCOME
% OF TOTAL EMPLOYMENT AVERAGE ANNUAL EARNINGS

Sector 
Mining 

SON CA U.S. 
0.1 0.1 0.5 

SON CA U.S.
$21,127 $91,905 $143,474

Construction 7.9 5.1 5.0 $89,595 $80,984 $69,453
Manufacturing 11.2 7.6 8.5 $90,453 $111,674 $85,553
   Durable 36.4 64.2 62.8 nd $129,452 $88,829
   Nondurable 63.6 35.8 37.2 nd $81,105 $80,103
Transportation/Utilities 2.0 4.0 4.1 $53,124 $64,560 $65,295
Wholesale Trade 3.6 4.0 3.9 $82,216 $91,388 $90,846
Retail Trade 11.6 9.5 10.4 $43,888 $43,950 $36,772
Information 1.2 3.2 1.9 $104,812 $202,402 $131,243
Financial Activities 4.2 4.8 5.8 $49,954 $67,581 $58,857
Prof. and Bus. Services 11.2 15.6 14.1 $59,369 $85,838 $73,795
Educ. and Health Services 17.1 16.1 16.0 $62,653 $59,164 $57,980
Leisure and Hosp. Services 12.3 11.7 11.0 $31,007 $38,019 $30,355
Other Services 3.4 3.3 3.9 $53,134 $41,848 $38,978
Government 14.1 15.0 15.0 $87,830 $101,405 $80,989

Sources: Percent of total employment — BLS, Moody’s Analytics, 2019, Average annual earnings — BEA, Moody’s Analytics, 2018
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0

20

40

60

80

100

201

100

SON U.S.

Due to U.S. fl uctuations Relative to U.S.
EMPLOYMENT VOLATILITY

Due to U.S.Not due to U.S.

SAA CA U.S.
0.0 0.5 1.0 1.5 2.0
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ENTREPRENEURSHIP

EXPORTS

EMPLOYMENT IN NEW COMPANIES, % OF TOTAL

Sources: Census Bureau, Moody’s Analytics, avg 2012-2016
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INDUSTRIAL DIVERSITY
Most Diverse (U.S.)

Least Diverse

EXPORTS

PR

Product $ mil

ODUCTIVITY

Food and kindred products 
Chemicals 
Primary metal manufacturing 
Fabricated metal products 
Machinery, except electrical 
Computer and electronic products 
Transportation equipment 
Miscellaneous manufacturing 
Other products 
Total 

ND
ND
ND
ND
ND
ND
ND
ND
ND

1,234.5

Destination $ mil
Africa 
Asia 
European Union 
Canada & Mexico 
South America 
Rest of world 
Total 

ND
ND
ND
ND
ND
ND

1,234.5

   % of GDP 
   Rank among all metro areas 

Sources: BEA, International Trade Administration,
Analytics, 2019

3.4
231

 Moody’s 

102,393 113,832 93,674

SAA CA U.S.SON

LEADING INDUSTRIES BY WAGE TIER

PRODUCTIVITY
REAL OUTPUT PER WORKER, $

Sources: BEA, Moody’s Analytics, 2019

0 50 100 150 200 250

BUSINESS COSTS

Source: Moody’s Analytics

U.S.=100

Total

Unit labor

Energy

State and local taxes

Offi  ce rent

2013 2018

TECH 
EMPLOYMENT

Ths % of total

SON 9.2 4.4

U.S. 7,498.9 5.0

TED
EMPLOYMENT

Ths % of total

SON 28.3 13.5

U.S. 14,552.2 9.6

Source: Moody’s Analytics, 2019

LEADING INDUSTRIES BY WAGE TIER

Location Employees 
NAICS Industry Quotient (ths)
6214 Outpatient care centers 3.9 4.6

H
IG

H 6221 General medical and surgical hospitals 0.7 4.3
6211 Offices of physicians 0.7 2.5
5511 Management of companies & enterprises 0.7 2.3
GVL Local Government 1.3 25.3

M
ID 3121 Beverage manufacturing 24.6 7.9

GVS State Government 0.7 5.0
2382 Building equipment contractors 1.1 3.0
7225 Restaurants and other eating places 1.1 16.4

LO
W 6241 Individual and family services 2.5 7.8

4451 Grocery stores 1.7 6.4
FR Farms 1.6 6.1

Source: Moody’s Analytics, 2019
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SKILLS MISMATCH

PRÉCIS® U.S. METRO  •  Sonoma County CA
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SKILLS MISM

PER CAPITA INCOME

% OF TOTAL

Less than HS

High School

Some College

Associate’s

Bachelor’s

Graduate

Occupations Population
Sources: Census Bureau, ACS, Moody’s Analytics, 2018

 SON  U.S.

ECONOMIC DISENFRANCHISEMENT

Undereducated Balanced Overeducated

SKILLS MISMATCH

SAA CA U.S.

09 10 11 12 13 14 15 16 17 18 19
35
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COMMUTER FL

PER CAPITA INCOME

Sources: BEA, Moody’s Analytics

$ THS

2019 SON $68,387 CA $66,619 U.S. $56,490

Sources: Census Bureau, ACS, Moody’s Analytics, 2019

Index 2018 Rank*
Gini coefficient 0.46 197
Palma ratio 3.2 152
Poverty rate 10.1% 331

*Most unequal=1; Most equal=403

0 5 10 15 20
SON

COMMUTER FLOWS

ECONOMIC DISENFRANCHISEMENT

HOUSEHOLDS BY INCOME, %

0-19,999
20,000-39,999
40,000-59,999
60,000-74,999
75,000-99,999

100,000-124,999
125,000-149,999
150,000-199,999

200,000+

U.S.

NET MIGRATION, #

INTO SONOMA COUNTY CA
Number of

Migrants
San Rafael CA 1,811
San Francisco CA 1,413
Oakland CA 1,316
Sacramento CA 661
Los Angeles CA 581
San Jose CA 458
Napa CA 451
Vallejo CA 377
San Diego CA 292
Riverside CA 240
Total in-migration 13,891

FROM SONOMA COUNTY CA
Sacramento CA 1,543
San Rafael CA 1,238
Oakland CA 1,108
San Francisco CA 834
Vallejo CA 705
Napa CA 582
Los Angeles CA 492
San Diego CA 383
Portland OR 365
San Jose CA 364
Total out-migration 18,756

Net migration -4,865

Net Migration, SAA

16 17 18 19
-5,000

-4,000

-3,000

-2,000

-1,000

0

1,000

20

2016 2017 2018 2019
Domestic 130 -1,061 -4,202 -4,534
Foreign 708 361 74 97
Total 838 -700 -4,128 -4,437

Sources: IRS (top), 2018, Census Bureau, Moody’s Analytics

T

MIGRATION FLOWS

POPULATION BY AGE, %

NET MIGRATION, #

91.7%

Top Five Outside Sources of Workers
Sonoma County CA Share
San Rafael CA 2.0
Vallejo CA 1.3
Napa CA 1.1
Oakland CA 0.9
San Francisco CA 0.5

84.1%

Top Five Outside Sources of Jobs
Sonoma County CA Share
San Rafael CA 6.7
San Francisco CA 3.4
Napa CA 1.9
Oakland CA 1.5
San Jose CA 0.5

Sources: Census Bureau, Moody’s Analytics, avg 2011-2015

RESIDENTS WHO WORK IN SON WORKERS WHO LIVE IN SON

COMMUTER FLOWS

GENERATIONAL BREAKDOWN EDUCATIONAL ATTAINMENT

SAA U.S.

0 5 10 15 20 25 30

SON

GENERATIONAL BREAKDOWN

POPULATION BY GENERATION, %

Gen Z

Millennial

Gen X

Baby Boom

Silent & 
Greatest

Sources: Census Bureau, Moody’s Analytics, 2019
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EDUCATIONAL ATTAINMENT

% OF ADULTS 25 AND OLDER

< High school High school
Some college College
Graduate school
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0 11

27
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Sources: Census Bureau, ACS, Moody’s Analytics, 2019
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POPULATION BY AGE, %
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Sources: Census Bureau, Moody’s Analytics, 2019
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GEOGRAPHIC PROFILE

Sources: ACS, Moody’s Analytics

PRÉCIS® U.S. METRO  •  Sonoma County CA

GEOGRAPHIC PROFILE
POPULATION DENSITY

MEDIAN HOUSEHOLD INCOME

COMING SOON

AVERAGE COMMUTE TIME

POPULATION & HOUSING CHARACTERISTICS

Units Value Rank*

Total area sq mi 1,767.9 202

Total water area sq mi 192.1 97

Total land area sq mi 1,575.8 211

Land area - developable sq mi 847.7 185

Land area - undevelopable sq mi 728.1 169

Population density pop. to developable land 581.8 109

Total population ths 494.3 126

U.S. citizen at birth % of population 83.4 332

Naturalized U.S. citizen % of population 7.2 59

Not a U.S. citizen % of population 7.8 59

Median age 43.1 48

Total housing units ths 208.3 128

Owner occupied % of total 56.9 231

Renter occupied % of total 34.6 86

Vacant % of total 8.5 274

1-unit, detached % of total 67.1 188

1-unit, attached % of total 7.1 65

Multifamily % of total 21.1 196

Median year built 1979

* Areas & pop. density, out of 410 metro areas/divisions, including metros in Puert
all others, out of 403 metros.

o Rico;

Sources: Census Bureau, Moody’s Analytics, 2019 except land area 2010
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BROAD VIEW  Executive Summary 

Biden Takes Aim at the Pandemic 
BY MARK ZANDI

This week brings the official transition 
from the Trump to Biden presidency. Presi-
dent Trump is handing President Biden an 
economy in shambles, still down nearly 10 
million jobs from its pre-pandemic peak and 
struggling to avoid a double-dip recession. 
Biden appears set to significantly ramp up 
the federal government’s response to the 
pandemic and provide substantially more 
fiscal support to ensure the economy gets 
back on track.

By most measures, the economy has 
performed worse under President Trump 
than any modern president. Real GDP 
growth has averaged less than 1% per an-
num during Trump’s four years, compared 
with an average of over 3% for presidents 
since Harry Truman. GDP growth was even 
meaningfully stronger under President 
Barack Obama, who became president 
during the worst of the global financial 
crisis. Employment has also declined un-
der Trump, an ignominious distinction that 
has befallen no other modern president. 
And while Trump inherited an economy 
with a 4.7% unemployment rate that was 
steadily falling, he is leaving one with a 
6.7% unemployment rate and millions 
more out of the workforce altogether who 

are thus not counted as unemployed (see 
Table 1).

Pandemic’s devastation
To be sure, the economy’s problems are 

in good measure the result of the pandemic, 
which cannot be pinned on Trump. However, 
the federal government’s badly botched 
response to the pandemic can be. The eco-
nomic benefit of managing the healthcare 
crisis caused by the pandemic is evident in 
the Asia-Pacific region. Countries as diverse 
as Australia, China, New Zealand, Singapore, 
South Korea and Taiwan aggressively locked 
down their economies when the virus first 
struck, contained the infections, and made 
sure they remained contained with massive 
testing and tracing. These economies have 
come back quickly, with China fully recover-
ing from the recession it suffered this time 
last year. 

Contrast this with the chaotic U.S. effort 
to contain the virus. Trump never fully em-
braced the lockdowns, so the infections were 
never fully contained; he subsequently dis-
dained testing and tracing, and he politicized 
mask-wearing. Even the rollout of the vac-
cines has been bungled and fallen well short 
of expectations. The pandemic is thus still 

raging in the U.S., with infections, hospitaliza-
tions and deaths surging to new highs and 
doing significant economic damage, evident 
in December’s decline in jobs and retail sales.

The U.S. economy would likely be in the 
midst of a double-dip recession if not for 
massive monetary and fiscal support, which 
has been much greater than anywhere else 
in the world. Stock prices and housing values 
have fared well under Trump, but mostly be-
cause of the Federal Reserve’s unprecedent-
ed response to the pandemic and resulting 
record low interest rates. Unprecedented 
fiscal support, with increases in the nation’s 
budget deficits and debt load, has also been 
necessary to prop up the economy. Under 
Trump, the federal government’s publicly 
traded debt has ballooned from approxi-
mately 75% of GDP to almost 100%, and of 
course, it is still quickly increasing. Not that 
there was an alternative. Without this sup-
port the economy would be much weaker 
and our fiscal situation even worse. But this 
highlights how costly Trump’s blundering 
pandemic response has been.

Trade and immigration
Even if there had not been a pandemic, 

the economy would be struggling with 

Table 1: How the Economy Fared Under Different Presidents

Industrial
Federal 

debt-to-GDP
Trade 

deficit-to-GDP
President Real GDP Employment production S&P 500 House prices Unemployment rate ratio ratio
Truman 4.9 2.2 5.4 11.9 - 2.7 - -0.3
Eisenhower 3.0 1.4 3.6 12.1 4.3 6.6 - 1.1
Kennedy 4.4 1.5 5.0 10.1 -0.1 5.5 - 0.7
Johnson 5.3 3.7 6.7 7.3 3.5 3.4 - 0.1
Nixon 2.8 2.4 3.4 -5.3 6.9 5.5 - -0.2
Ford 2.6 0.8 -0.5 25.4 7.8 7.8 33.8 -0.3
Carter 3.3 3.3 3.4 6.9 11.8 7.2 31.2 -0.2
Reagan 3.5 1.9 2.6 9.9 3.7 5.3 49.7 -2.0
H.W. Bush 2.2 0.8 0.8 12.9 2.0 7.4 62.5 -0.7
Clinton 3.9 2.5 4.9 15.9 3.8 3.9 54.2 -3.9
G.W. Bush 2.2 0.5 0.7 -2.4 4.2 7.3 73.5 -4.2
Obama 1.6 0.7 0.3 12.4 1.9 4.7 105.0 -2.9
Trump 0.9 -0.3 -0.1 14.3 3.9 6.7 127.4 -3.5
Avg 3.1 1.7 2.8 9.1 4.2 5.8 66.5 -1.3

Sources: BEA, BLS, Federal Reserve, Six Financial, Treasury, Moody’s Analytics
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Trump’s economic policies. Most detrimen-
tal to the economy were his international 
trade and immigration policies. Confront-
ing China on its trade and other business 
practices makes sense, but using higher 
tariffs as a cudgel has hurt American busi-
nesses and consumers and has not worked 
to convince the Chinese to change. Higher 
tariffs on many of our allies in an effort to 
reduce the nation’s trade deficit make no 
sense. Indeed, the trade deficit has increased 
during Trump’s term. Trump’s heavy-handed 
restrictions on immigration, which reduced 
immigration from close to 1 million per 
annum under Obama to an estimate of 
near 500,000 in 2020, is bad for business. 
Immigrants drive the growth in our labor 
force. And since immigrants tend to be more 
entrepreneurial, they also power innovation 
and labor productivity growth. Indeed, the 
only way to lift the economy’s underlying 
long-term growth rate any time soon is to 
allow more immigrants into the country, not 
fewer (see Chart).

Trump’s tax and regulatory policies have 
also been costly to taxpayers and provided 
no discernible lasting economic benefit. 
Trump argued that his tax cuts for corpora-
tions and the well-to-do would significantly 
increase investment and thus productivity 
and long-term economic growth. Invest-
ment increased more strongly in 2018, 

the year after the tax 
cuts, but that was 
largely due to much 
stronger oil prices and 
investment in frack-
ing. Investment in 
intellectual property 
also got a temporary 
bump, but this was an 
accounting artifact as 
U.S. multinationals 
adjusted to the new 
tax laws and simply 
shifted the domicile of 
their IP back to the U.S. 
By 2019, investment growth had throttled 
way back. On regulatory relief, the biggest 
changes were for the fossil fuel, utility and 
manufacturing industries, mostly by easing 
the pressure on them to reduce their carbon 
footprints. But to what end? Employment in 
these industries is down, and global climate 
change is intensifying.

Biden is set to implement very different, 
indeed polar opposite economic policies. 
Through executive order he will quickly 
begin to unwind Trump’s immigration and 
climate-related regulatory policies. He is 
sure to continue to confront China on its 
trade and other practices. While he will not 
reduce the tariffs on China unless he gets 
concessions, his approach to dealing with 

China will shift to a multilateral one through 
re-engagement with the World Trade Orga-
nization, the World Health Organization, In-
ternational Monetary Fund, World Bank, and 
the North Atlantic Treaty Organization. U.S. 
tariffs on other trading partners are likely to 
come down quickly. The U.S. will also imme-
diately re-enter the Paris Agreement, bank-
ing regulators will step up their efforts to get 
climate-related regulation of the financial 
system in line with other developed econo-
mies, and, while it will take time, regulation 
of the fossil fuel and utility industries will be 
ratcheted back up (see Table 2).

Biden got a quick start on pursuing his 
fiscal policies with the announcement of his 
American Rescue Plan. Our initial assess-

Presentation Title, Date 1
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Trump
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Table 2: Big Policy Changes Coming
Biden vs. Trump on key issues

Governing Strengthen institutions; Process for decision making; Increase diversity; Stable advisors
COVID-19 Federal led; Invoke Defense Production Act
Immigration Increase; Provide healthcare; DACA
Climate / energy Clean energy with Institutional overhaul; Green Incentives; Paris accord
Healthcare ACA+public option; Lower age for Medicare; Lower Rx costs
Taxes Repeal tax cut for wealthy and corporations; Potential financial transactions tax
Gun control Pro gun control
Labor Pro union; $15 minimum wage; Paid leave
Police reform Black lives matter; Federal lead
Banking Undo Dodd-Frank Rollbacks; Pro ESG; Focus on consumer protections and housing
Foreign policy Lead multilateral org; Coordinate with allies
Trade Reduce tariffs; WTO
China Strengthen NATO; Renegotiate nuclear disarmament
Infrastructure Strategic competition; Modified TPP
Antitrust Supportive with green focus
Defense Consider broader consumer / labor impact
Deficits Big deficits through more spending
Technology Suspicious of big tech
Sources: Moody’s Analytics
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ment of the economic impact of the $1.9 
trillion fiscal relief package is that, if fully 
passed into law, it would provide a substan-
tial boost to economic growth. Despite the 
raging pandemic, real GDP growth would in-
crease by a robust near 8% annualized in the 
current quarter and about the same for all 
of 2021. The relief will ensure the economy 
gets to the other side of the pandemic, which 
we expect to reach this fall as vaccines are 
widely adopted, and quickly fade after that. 
Growth thus slows to closer to 4% in 2022. 
But the boost to growth in total is enough 
to create almost 10 million jobs, recovering 
those lost in the pandemic and bringing the 
economy back almost to full employment 
by late 2022. Full employment is what we 
consider to be an unemployment rate close 
to 4% and a labor force participation rate 
nearer to 63% (see Table 3).

Fiscal support
Compare this to how the economy would 

perform without additional fiscal support. 

The economy would have barely skirted a 
double-dip recession only because of the 
$900 billion relief package lawmakers agreed 
to in late December and would have recov-
ered more slowly, returning to full employ-
ment by late 2023, a year later than if the 
Biden plan is fully adopted. This is what we 
had expected until the outcome of the Geor-
gia Senate races earlier this month. Those 
runoff elections surprised by giving Demo-
crats control of the Senate in addition to the 
Executive branch.

Biden’s American Rescue Plan is, however, 
the start of a negotiation that we expect will 
ultimately result in a smaller relief package 
of no more than half the $1.9 trillion propos-
al. Given the Democrats’ razor-thin 50-50 
margin in the Senate, the likelihood the plan 
will become law only through the use of the 
arcane budget reconciliation process, and the 
political sway centrist Democrats and Re-
publicans will play as the swing votes in the 
negotiation, the more contentious elements 
of the plan will be either scaled way back or 

eliminated. Most notably at risk are close to 
$500 billion in funds for state and local gov-
ernments and over $400 billion for another 
round of stimulus checks. Other provisions 
in the legislation, such as a minimum wage 
increase and funds for Obamacare, are also a 
political stretch. 

Therefore, our baseline outlook assumes 
only a $750 billion relief package becoming 
law in March. But we also expect that Biden 
will introduce and Congress will pass an-
other fiscal stimulus package late this year, 
fashioned off of the “Build Back Better” eco-
nomic agenda he campaigned on. Therefore, 
the economy returns to full employment by 
early 2023 in our baseline.

What fiscal policy actually becomes 
law and when, and what it means for an 
economy still grappling with the pandemic, 
is highly uncertain. Increasingly certain, 
though, is that the response to the pandemic 
and economic policy broadly is set to im-
prove significantly with the new president 
and Congress.

BROAD VIEW  Executive Summary 

Table 3: Real GDP Impact of Biden’s Plan
Biden plan No fiscal support Moody’s baseline

2012$ bil Ann. growth 2012$ bil Ann. growth 2012$ bil Ann. growth
2020Q1  19,011  (5.0)  19,011  (5.0) 19,011  (5.0)
2020Q2  17,303  (31.4)  17,303  (31.4) 17,303  (31.4)
2020Q3  18,597  33.4  18,597  33.4 18,597  33.4 
2020Q4  18,799  4.4  18,799  4.4 18,799  4.4 
2021Q1  19,161  7.9  18,863  1.4 19,000  4.4 
2021Q2  19,683  11.3  19,074  4.6 19,241  5.2 
2021Q3  20,113  9.0  19,284  4.5 19,463  4.7 
2021Q4  20,414  6.1  19,546  5.5 19,692  4.8 
2022Q1  20,565  3.0  19,839  6.1 19,937  5.1 
2022Q2  20,586  0.4  20,045  4.2 20,250  6.4 
2022Q3  20,593  0.1  20,233  3.8 20,463  4.3 
2022Q4  20,672  1.5  20,397  3.3 20,620  3.1 
2020  18,427 -3.5  18,427 -3.5  18,427 -3.5
2021  19,843 7.7  19,192 4.1  19,349 5.0
2022  20,604 3.8  20,129 4.9  20,318 5.0
2023  20,995 1.9  20,755 3.1  21,015 3.4
2024  21,394 1.9  21,233 2.3  21,446 2.0
Sources: BEA, Moody’s Analytics
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Monetary policy
The Federal Reserve continues to maintain 

a highly accommodative monetary policy. 
Short-term rates remain firmly at the zero 
lower bound, and the Fed remains engaged in 
quantitative easing—the purchase of Treasury 
and agency mortgage-backed securities—to 
keep long-term interest rates down.

The Fed is winding down a range of credit fa-
cilities it stood up early in the crisis to support dif-
ferent parts of the credit market. These included 
facilities that were used during the financial crisis 
such as a commercial paper facility and a facility 
to support money market funds, along with new 
facilities to help the struggling corporate bond 
and municipal bond markets. These facilities have 
successfully supported credit markets. Credit 
spreads are wider during the pandemic, and new 
bond issuance has been somewhat diminished, 
but credit continues to flow.

The Fed’s efforts have insulated the financial 
system from the problems in the economy. This 
is a significant difference from what happened 
during the financial crisis over a decade ago, 
when the financial system collapsed and re-
quired a government bailout. This exacerbated 
that downturn and was a key reason why the 
recovery from that downturn was so slow. The 
financial system will manage through the pan-
demic relatively gracefully, which will limit the 
economic damage and hasten the recovery.

The Fed’s other emergency measures are 
expected to remain in place for some time. The 
quantitative easing is expected to begin taper-
ing in early 2022, while the zero-interest-rate 
policy will remain in place until the economy 
is near full employment and inflation is firmly 
above the Fed’s 2% inflation target, which is 
not expected until early 2023.

Ten-year Treasury yields have risen to just 
over 1% as global bond investors discount pros-
pects for a more aggressive fiscal policy response 
by President Biden and thus stronger economic 
growth. Rates are expected to slowly rise, par-
ticularly after the pandemic is clearly winding 
down later this year and investors begin to antic-
ipate the Fed’s tapering of its quantitative easing. 
Ten-year yields are expected to rise to 1.75% by 

the end of 2021, and to their estimated long-run 
equilibrium of 3.75% by mid-decade.

Fiscal policy
Biden has proposed another $1.9 trillion 

fiscal rescue package to support the economy 
through to the other side of the pandemic. This 
is the start of a negotiation that we expect will 
ultimately result in a smaller relief package of 
no more than half what Biden has proposed 
being passed into law in March. Given the 
Democrats’ razor-thin 50-50 margin in the 
Senate, the likelihood the plan will become 
law only through the use of the arcane budget 
reconciliation process, and the political sway 
centrist Democrats and Republicans will play 
as swing votes in the negotiation, the more 
contentious elements of the plan will be scaled 
way back or eliminated. 

But we also expect that Biden will introduce 
and Congress will pass another fiscal stimulus 
package late this year, fashioned off of the “Build 
Back Better” economic agenda he campaigned 
on. This package will add another estimated $1.15 
trillion to the deficit through increased spending 
on infrastructure and social programs and a range 
of tax law changes, including higher corporate tax 
rates and higher taxes on the well-to-do. 

Total fiscal support provided to the econ-
omy during the pandemic—deficit-financed 
discretionary fiscal policy—is expected to total 
$5.2 trillion. This is equal to an astounding 25% 
of 2019 GDP—approximately three times that 
provided during the global financial crisis, and 
substantially more than provided by any other 
country in the world.

The nation’s publicly traded debt-to-GDP 
ratio has surged to near 100% and will soon 
breach the all-time high of 106% reached brief-
ly just after World War II. Lawmakers are ap-
propriately not focused on the red ink given the 
crisis. Once the virus is history, addressing the 
nation’s fragile fiscal situation will be critical.

U.S. dollar
The U.S. dollar has come off its early pan-

demic highs as safe-haven demand for the cur-
rency has abated, but it remains strong. 

On a real broad trade-weighted basis, 
the dollar is still more than half a standard 
deviation above its long-run average since 
it began to freely float in the early 1970s. 
Its value is expected to remain strong as 
long as the pandemic is a threat, since the 
virus will do more damage to the global 
economy than to the U.S. economy. Other 
geopolitical uncertainties, including the 
U.S. trade war with China, will also sup-
port a global flight to the safe haven 
provided by U.S. assets and support the 
dollar’s value.

Energy prices
Global oil prices have pushed to over $50 

per barrel for West Texas Intermediate. Global 
oil demand has firmed; the worst of the 
global downturn is over, and the supply side 
of the global energy market has significantly 
reduced oil production. Prices should remain 
largely unchanged through the remainder of 
the pandemic. 

Post-pandemic prices will receive a boost 
as the recovering global economy’s stronger 
demand for oil conflates with rationalized sup-
ply. Oil prices should settle near their estimated 
long-run equilibrium level of $55 per barrel by 
mid-2022.

The equilibrium price is the cost of produc-
ing and transporting oil from U.S. shale fields 
to global markets. U.S. shale producers are 
currently supplying the last barrel of oil to the 
global marketplace.

COVID-19 pandemic
The pandemic remains a significant 

headwind to the global economy. The worst 
of the economic fallout is likely behind 
us, but until wide adoption of an effective 
vaccine(s), travel, tourism and trade will 
remain impaired and the global economy 
will struggle. 

While there is a high degree of uncer-
tainty, under our baseline outlook we an-
ticipate the U.S. population will effectively 
achieve herd immunity from the virus by 
the third quarter of 2021. 

Forecast Assumptions
BY MARK ZANDI
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Forecast Risks
BY MICHAEL FERLEZ

 COVID-19
The intensification of the COVID-19 crisis 

presents several downside risks to the U.S. 
forecast. The number of new COVID-19 cas-
es in every state has forced many states and 
cities to begin tightening restrictions. So far, 
restrictions have been less severe than last 
spring, but the worsening of the outbreak 
could force even stricter lockdowns, includ-
ing the closure of nonessential businesses. 
Making matters worse, a new and more con-
tagious strain of the virus threatens to fur-
ther worsen the already-severe health crisis. 
Even if widespread lockdowns are avoided, 
there is still the risk that the increased fear 
of getting sick will further depress consumer 
spending, hurting small businesses and 
keeping the unemployment rate elevated.

The distribution of the vaccine remains 
another source of risk. The baseline forecast 
assumes that a vaccine will become widely 
available in February. Though health officials 
have started administering the vaccine in 
the U.S., there is still the risk that delays in 
the vaccine production or distribution, or 
public mistrust of the vaccine, could slow 
its adoption and usefulness, delaying the 
economic benefits and causing economic 
growth in 2021 to fall short of expectations. 
Although a smooth rollout of the vaccine 
could help to more quickly unleash pent-up 
demand for consumer services, causing eco-
nomic growth to surpass expectations, the 
probability of a bumpier rollout is higher. 

Longer term, the virus also carries im-
mense risks to the economic forecast. 
One of the more damaging would be a 
permanent change in consumer behavior 
leading to lasting disruptions of certain 
industries that perpetuate job losses and 
income inequality.

 Stimulus
The surprise victory for Democrats in 

both of Georgia’s runoff Senate elections 
has resulted in a sharp change in our fiscal 
policy assumptions. In the January baseline 
vintage, Moody’s Analytics now assumes 

Congress and the Biden administration will 
pass about $1.9 trillion in additional stimu-
lus this year, providing a bigger boost to 
near-term growth. It will likely be done in 
two packages. However, despite the upgrade 
to the forecast, risks are still weighted to the 
downside. Democrats’ slim control of the 
Senate combined with a highly contentious 
political climate could cause the amount of 
stimulus to come in below expectations. 

Longer term, the already-immense size 
of the stimulus carries its own risks. Moody’s 
Analytics projects the federal budget defi-
cit will swell to 15% of GDP this year. The 
extraordinary costs of these programs and 
how they are eventually wound down will be 
a source of downside risk in the years ahead. 

 Trade
Worsening relations between the U.S. 

and China threaten to reignite last year’s 
trade war. Flares began to spark in the early 
stages of the pandemic and have escalated 
further over China’s implementation of sev-
eral new security measures in Hong Kong. 
While a change in U.S. leadership could help 
defuse the situation, it is more likely that 
U.S.-China relations will remain tense. The 
most immediate risk is that growing mis-
trust results in both nations stepping away 
from last year’s trade deal, or worse, resum-
ing levies of new tariffs. With the U.S. and 
global economies still grappling with the 
economic fallout of the pandemic, a trade 
war would inflict significantly more damage 
than last year’s skirmish and could easily 
push the U.S. economy back into recession.

 Corporate debt
Rising corporate debt levels pose a seri-

ous downside risk as the global economy 
moves out of recession. In the aftermath of 
the financial crisis, record-low interest rates 
provided corporations with a cheap source 
of capital resulting in a boom in corporate 
debt issuance. In the U.S., nonfinancial cor-
porate debt—including debt securities and 
loans—as a share of GDP is near a record 

high. With the operations of many busi-
nesses still disrupted by the pandemic, the 
financial strain could spur a tidal wave of 
defaults. The situation could be made worse 
in the coming years as interest rates begin to 
rise, increasing the cost of rolling over debt. 
A wave of corporate defaults would not just 
add significantly to the stress in the financial 
system; the negative impacts would also 
seep into the real economy, costing more 
jobs and lost output.

 Sovereign debt crisis
Soaring sovereign debt loads and an 

uncertain economic environment could set 
the stage for a devastating global debt cri-
sis. The COVID-19 pandemic has resulted 
in an unprecedented strain on government 
finances. For many countries, this strain will 
be compounded by failures to reform and 
deleverage following the Great Recession. In 
southern Europe, Italy and Greece are in the 
worst shape. If conditions fail to improve, 
both countries could easily burn through their 
remaining fiscal space. A sovereign debt crisis 
in either Europe or the emerging world could 
easily spiral out of control and ignite a broad-
er contagion. The economic, financial and po-
litical fallout of a global sovereign debt crisis 
could easily precipitate a global recession.

 Fed policy mistake
The Federal Reserve has played a criti-

cal role in supporting the economy during 
the pandemic, but its extraordinary policy 
response and a change in framework increase 
the risk of a policy error. Last year, the Federal 
Open Market Committee adopted average 
inflation-targeting. The risk is that the shift 
in policy could cause the Fed to react too 
slowly in raising interest rates. If the Fed’s 
policy response were to lag too far behind the 
economy, it could be forced to tighten more 
aggressively, resulting in a disruptive tighten-
ing of financial conditions. There will also be 
an increased risk of a policy mistake once the 
Fed begins the slow process of unwinding its 
enormous balance sheet.
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