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San Diego’s 2020 Economic Outlook 

Local economic growth to surpass both state and nation in 2020 

By Kelly Cunningham, Senior Economist, San Diego Institute for Economic Research 

January 27, 2020 

San Diego’s economy continued to expand 

in 2019 prominently led by technology 

driven sectors, including biotech, healthcare, 

and software industries. The Brookings 

Institute recently named San Diego one of 

only five metro areas across the nation (with 

Boston, San Francisco, Seattle, and San 

Jose) accounting for 90 percent of all U.S. 

high-tech job growth over the past decade 

and half.1

Revised estimates of San Diego’s gross 

domestic product (GDP) recently released 

by the U.S. Bureau of Economic Analysis 

(BEA) show the metro area’s growth 

exceeding the rest of the nation every year 

 
1Robert D. Atkinson, Mark Muro, and Jacob Whiton, "The case for growth centers: How to spread tech innovation across 

America", Brookings Institution, December 9, 2019, www.brookings.edu/research/growth-centers-how-to-spread-tech-

innovation-across-america/ 
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Source: U.S. Bureau of Economic Analysis; San Diego Institute for Economic Research.
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since 2012. During this time San Diego trailed 

California largely because the San Francisco Bay 

area’s nation leading gains lifted the state’s overall 

GDP. In 2018, however, San Diego’s 4.4 percent 

annual increase (strongest since 2005) barely 

surpassed California’s 4.3 percent. 

With slightly stronger rate of job growth reported 

in 2019, San Diego’s economic momentum is also 

estimated to have exceeded both U.S. and 

California growth the past year. Although 

expansion is projected to further slow in 2020, San 

Diego is forecast to continue outperforming the 

rest of the state and nation this year.  

Military expenditures by the Trump administration 

are expected to bolster San Diego’s 2020 economic 

momentum. The outlook for U.S. trade also 

appears promising with interim U.S.—China trade 

deal appearing on track and new United States–

Mexico–Canada Agreement (USMCA) trade treaty 

being implemented. Completion of both trade deals 

should help San Diego’s international economic 

trade activity. 

The national economy slowed from 2.9 percent in 

2018 to 2.1 percent in 2019. The outlook is further 

slowing to 1.5 percent in 2020, approaching but not 

quite falling into recession. The UCLA Anderson 

Forecast’s latest quarterly outlook cited “improved 

financial conditions, a better housing and 

employment outlook, some relaxation of trade 

tensions and modest improvement in business fixed 

investment” as reasons to somewhat upgrade their 

national economic forecast for 2020.2 

 
2“UCLA Anderson Forecast Upgrades Outlook for the Nation as Financial Conditions Improve”, UCLA Anderson Forecast, 

December 4, 2019, www.anderson.ucla.edu/centers/ucla-anderson-forecast/december-2019-economic-outlook 

Following the Federal Reserve cutting interest rates 

by 25 basis points and concocting new reserves for 

the banking system the past year, stock prices 

resumed rising to new highs. The troubling yield 

curve inversion of long-term rates last summer 

returning to positive perhaps forestalls the indicator 

of recession it usually implies. Housing activity 

remains vigorous with employment growth 

continuing to exceed expectations and 

unemployment rates sinking to historic lows.  

Fading population gains  

San Diego’s population growth in 2019 is estimated 

to have slowed to lowest annual amount since 2005. 

The lowered level of growth is primarily the result 

of rising out-migration. Net domestic migration has 

been negative in the county since almost the turn of 

the century. High costs of living, most prominently 

sky-high housing prices, are largely the cause for 

http://www.anderson.ucla.edu/centers/ucla-anderson-forecast/december-2019-economic-outlook
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outmigration rising despite relatively robust job 

market. 

San Diego’s annual population growth rate fell 

below 0.4 percent in 2019 the lowest rate since 

2006, perhaps not coincidentally preceding the 

great recession that soon followed at that time. 

The increase of out-migration in 2019 was 

enough to overwhelm the gain from international 

migration, which has also softened the past 

several years. Natural increase (births minus 

deaths of residents), the other component of 

population change, weakened as well with birth 

rates significantly faltering. Births per San Diego 

resident declined from peak reached in 1990 of 

nearly 20 per 1,000 residents to less than 12 as of 

2019. 

Job growth slowing  

Payroll job growth was slowing as 2018 ended but 

began to revive as 2019 progressed. The annual 

average of only 26,000 jobs added, however, was 

the lowest since 2011 when the region was still 

emerging from the Great Recession of 2008-10. 

San Diego’s 1.8 percent increase of payroll jobs 

slightly outpaced California’s 2019 increase of 1.7 

percent. Both exceeded the nation’s 1.6 percent 

gain. Job gains across the nation slowed each of the 

 SELECTED SAN DIEGO COUNTY ECONOMIC INDICATORS

Actual Actual Actual Actual Estimate Forecast Annual Percent Change

Indicator 2015 2016 2017 2018 2019 2020 '16/'15 '17/'16 '18/'17 '19/'18e '20/'19f

Gross Metropolitan Product

(billions) $213.188 $219.933 $230.789 $245.139 $258.284 $270.412 3.2% 4.9% 6.2% 5.4% 4.7%

Inflation Adjusted Change+ 1.7% 3.3% 4.4% 2.9% 2.0%

Population* 3,287,300 3,309,600 3,333,100 3,351,800 3,363,800 3,372,800 0.7% 0.7% 0.6% 0.36% 0.27%

Change 19,300 22,300 23,500 18,700 12,000 9,000 1.7% 3.3% 4.4% 2.9% 2.0%

  Net Domestic Migration -20,718 -15,543 -12,166 -15,744 -21,000 -23,100 -25% -22% 29% 33% 10%

  Net International Migration 16,818 16,443 16,566 16,544 15,500 15,500 1.7% 3.3% 4.4% 2.9% 2.0%

  Natural Increase 23,200 21,400 19,100 17,900 17,500 16,600 -7.8% -10.7% -6.3% -2.2% -5.1%

Employment

Labor Force 1,550,100 1,564,300 1,574,600 1,592,200 1,599,900 1,606,900 0.9% 0.7% 1.1% 0.5% 0.4%

Employed 1,469,500 1,490,500 1,511,400 1,539,500 1,549,000 1,550,700 1.4% 1.4% 1.9% 0.6% 0.1%

Unemployed 80,600 73,900 63,200 52,700 50,900 56,200 -8.3% -14.5% -16.6% -3.4% 10.4%

  Unemployment Rate 5.2% 4.7% 4.0% 3.3% 3.2% 3.5% -0.5% -0.7% -0.7% -0.1% 0.3%

Payroll Industry Employment 1,394,100 1,431,800 1,461,300 1,493,800 1,520,000 1,535,000 2.7% 2.1% 2.2% 1.8% 1.0%

  Change 39,800 37,700 29,500 32,500 26,200 15,000

Construction

Residential Units 9,883 10,791 10,441 9,834 8,060 7,500 9.2% -3.2% -5.8% -18.0% -6.9%

  Single Units 3,222 2,351 4,056 3,489 3,000 2,625 -27.0% 72.5% -14.0% -14.0% -12.5%

  Multiple Units 6,661 8,440 6,385 6,345 5,060 4,875 26.7% -24.3% -0.6% -20.3% -3.7%

Taxable Sales (billions) $54,185.6 $55,921.0 $57,551.4 $59,041.0 $60,316.1 $61,500.0 3.2% 2.9% 2.6% 2.2% 2.0%

  Inflation Adjusted Change 1.2% -0.1% -0.8% -0.8% -1.5%

Per Capita $16,483 $16,897 $17,267 $17,615 $17,931 $18,234 2.5% 2.2% 2.0% 1.8% 1.7%

  Inflation Adjusted Change 0.5% -0.8% -1.3% -1.2% -1.8%

Inflation Rate

San Diego Consumer Price 269.4 274.7 283.0 292.5 301.3 312.0 2.0% 3.0% 3.4% 3.0% 3.5%

Index  (CPI-U: 1982-84=100)

+Adjusted for inflation by Implicit Price Deflator for California. *Population as of January 1 of following year.

Sources: U.S. Department of Commerce, Bureau of Economic Analysis; California Department of Finance; California Employment Development Department; U.S. Bureau of Census;

California Board of Equalization; U.S. Department of Labor, Bureau of Labor Statistics.

e: estimate, f: forecast by San Diego Institute for Economic Research.



January 2020  San Diego 2020 Economic Outlook 

4 | P a g e  S a n  D i e g o  I n s t i t u t e  f o r  E c o n o m i c  R e s e a r c h  

past five years. This slowing trend in job growth 

is projected to further continue into 2020. 

Technology based innovative jobs remain in 

demand for San Diego as engineering, R&D and 

tech sectors show the highest growth. Somewhat 

surprisingly, manufacturing employment is also 

resilient with computer, aerospace, and 

shipbuilding companies adding jobs. 

Construction, educational services, and health 

care sectors display healthy gains as well. 

On the other hand, retail and wholesale 

employment show the most job losses, along with 

finance, insurance and real estate (FIRE). The 

losses within these sectors reflect weakening 

consumer spending and financial vitality, an 

indication of impending economic turbulence. 

San Diego’s 2019 annual rate of unemployment at 

3.2 percent nevertheless almost matched the record 

low 3.1 percent set in 1999. Local unemployment 

remained well below California’s 4.1 percent and 

the U.S.’s 50-year low of 3.7 percent. 

The outlook for 2020 projects unemployment rising 

to 3.5 percent as job gains are limited by slowing 

economic momentum and challenges of finding 

qualified workers with needed job skills. Businesses 

leaving the state will follow, or may lead, the 

exodus of jobs and population. 

Housing challenges 

Despite housing demand remaining highly evident 

with elevated prices, San Diego’s housing market 

remains constrained by affordability and lagging 

construction. The median price of homes sold in 

San Diego neared $700,000 during 2019, as the 

region with the rest of California remains among 

the nation’s least affordable housing markets. 

New home construction nevertheless further fell 

to only 8,060 units in 2019, the lowest number of 

the past five years. Post-recession building of 

new homes in San Diego tilt toward multi-family 

structures. From 2012 to 2019 single-family 

construction accounted for just 33 percent of new 

units compared with apartment and condominium 

units. 

 
3Skylar Olsen, “For-Sale Housing Inventory Falls to New Lows With No Signs of Slowing”, Zillow, January 20, 2020, 

https://www.zillow.com/research/december-2019-market-report-26393/ 

Despite calls for eliminating barriers to construction 

somewhat ameliorating the housing crisis, prices 

will remain high in 2020. Goals to increase supply 

of more affordable housing make little sense 

penalizing or increasing costs on building. 

Requiring builders to subsidize expensive low-

income units has perverse effect of proportionally 

raising costs on all housing. A better approach 

would lessen restrictions to building. 

According to on-line real estate company Zillow, 

home sales across the U.S. fell 7.5 percent in 2019,  

the lowest level since 2013.3 The inventory of 

homes available for sale were down among 31 of 

the nation’s 35 largest housing markets, with San 

Diego showing one of the largest drops, 23 percent, 

over the past year. 
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Mortgage rates markedly fell in 2019, and are 

expected to remain near current, relatively low 

levels for much of 2020. With the softening of 

GDP growth and investment, and inflation for the 

most part remaining contained, rates should be 

held in check. So long as mortgage rates remain 

low, home purchase demand will be strong and 

fuel continued price gains, although not enough to 

reignite high sales growth especially in high-

priced markets such as San Diego. Affordability, 

even with low mortgage rates, excludes most first-

time buyer’s budget ability with requirements of 

high down payment. Buyers will continue seeking 

elsewhere for more affordable markets than San 

Diego. 

Slowing sales activity 

Taxable sales appear to be increasing volume in 

San Diego, but when adjusted for price inflation, 

actually declined each year since 2016. On per 

capita basis, the decline is even more pronounced.  

Some of the decrease in sales may be traced to the 

explosion of on-line sales not being fully reflected 

in “brick and mortar” sales, but the decrease also 

results from weakening consumer spending. 

Automobile sales and other big-ticket items are 

reportedly slipping due to tightening credit 

requirements as well as over-extended consumer 

debt. 

With student loan debt making headlines, credit 

card debt is a bigger source of debt for more 

consumers. Credit card debt is the most expensive 

kind of debt with significantly higher interest rates. 

Total consumer debt grew and set yet another 

record in 2019 according to the most recent data 

available from the Federal Reserve.4 The rate of 

growth slowed, however, and contracted slightly for 

the third month of the last four. The Fed’s 

consumer debt figures include credit card debt, 

student loans and auto loans, but does not factor in 

mortgage debt. 

Consumer spending and consumer debt tend to 

move in the same direction. The drop of borrowing 

could be indication that consumers are exhausting 

credit limits and cutting back on spending. The 

 
4“Consumer Credit - G.19”, Board of Governors of the Federal Reserve System, January 8, 2020, 

https://www.federalreserve.gov/releases/g19/current/default.htm 

downward trend of borrowing should cause concern 

for economic growth to continue. These trends are 

abundantly evident for San Diego where spending 

levels are projected to further diminish in 2020. 

Elevated San Diego inflation rate 

San Diego’s inflation rate consistently exceeded 3.0 

percent the past few years reflecting the region’s 

escalating cost of living. With inflation across the 

rest of the U.S. remaining in 1 to 2 percent ranges, 

San Diego adds another 1 percentage point. 

Energy shows the highest increase in prices for San 

Diego consumers over the past year, as auto gas 

(7.8 percent) and electricity for household use (6.1 

percent) prices jumped. High increases were also 

reported for dairy and related products (7.8 

percent), fruits and vegetables (6.0) percent), and 

nonalcoholic beverages (5.5 percent). 

The interest rate environment, aside from auto 

credit, should remain benign in 2020, San Diego’s 

accelerated inflation rate remains troubling for the 

economy’s continued expansion. 

Summary of 2020 outlook 

This outlook projects San Diego will avert falling 

into recession in 2020. Economic indicators, 

however, clearly trend toward slowing momentum 

although the region will continue to outperform the 

rest of the state and nation. 
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Sources: California State Board of Equalization; U.S Bureau of Labor Statistics. 
e: estimate, f: forecast by San Diego Institute for Economic Research.
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