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T he Los Angeles Business Journal was excited 
to host the 2019 Economic Forecast & 
Trends event at the City Club LA on 

Tuesday, January 22nd.
The eventful morning featured a pair of 

lively panel discussions featuring leading 
experts on the hottest topics on the minds 
of LA area businesses leaders at the start of 
this year. It was stimulating look back at what 
made the headlines in 2018 and deep dive 
into how the economy might be impacted this 
coming year. 

Our amazing group of panelists and mod-
erators examined the issues as they shared 
their experiences and predictions for the year 
to come. The panels this year focused on the 
hot-button topics of Tax Reform; Real Estate; 
and Economic Markets & Access to Capital. 

Attendees had the opportunity to learn 
from and engage with some of the region’s 
leading business minds in the following dis-
cussions:

TAX REFORM UPDATE: 
Moderated by Michael Amerio of Lucas 
Horsfall, this panel made up of David Erard of 
Armanino, Dean Joaquin of RSM, Craig Mor-

ris of KPMG, and Kenneth Tindall of CBIZ 
cut to heart of the recent tax reform initia-
tives and how they are currently and will ulti-
mately impact our businesses in Los Angeles. 
It’s a topic that continues to be on the minds 
of all business leaders, and the panel explored 
the latest implications of tax reform and how 

some industries potentially benefit more than 
others. The experts also tackled some of the 
other big questions businesses are asking 
such as whether or not individual states are 
conforming to the new tax rules and what the 
biggest issues are that companies should be 
concerned with.

REAL ESTATE: 
Moderated by Jim Kruse of DPI Retail, 
panelists Martin Griffiths of KPMG, Laurie 
Lustig-Bower of CBRE and James Malone of 
Colliers International helped to define 2019’s 
issues and the outlook for the immediate 
future of real estate. Issues were discussed 
with up-to-the-minute expertise, including 
the group’s thoughts on topics ranging from 
the continuing growth boom downtown to 
legislative issues to the latest market trends 
in this ever evolving category. 

ECONOMIC MARKETS & ACCESS
TO CAPITAL: 
Moderated by Jennifer Post of Thompson 
Coburn LLP, this insightful dialogue with 
Parkview Financial’s Paul Rahimian, Coving-
ton Capital Management’s Todd J. Walklett, 
and City National Bank’s Brent Williams 
provided an opportunity for these fiscal 
thought leaders to share information on a 
number of helpful factors, such as the evolv-
ing diversity of economic markets, growth 
areas in lending, trends for the availability of 
(or access to) capital, and the latest on the 
financial landscape overall.
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MICHAEL AMERIO
Managing Partner
Lucas Horsfall

M ike Amerio, Lucas Horsfall’s man-
aging partner, has 27 years’ public 
accounting experience in auditing, 

income tax and business advisory services 
to privately-held companies in industries 
such as manufacturing and distribution, 
construction, insurance brokerages and 
not-for-profits. He’s the elected treasurer 
of the city of Sierra Madre and a coach for 
youth sports. He volunteers time as a board 
member for the Los Angeles Orphan Asy-
lum and Maryvale. Lucas Horsfall focuses 
on privately-owned businesses, whose 
accounting and business needs are far 
different than those of public companies. 
Amerio explains: “We are entrepreneurs 
helping other entrepreneurs.”

DAVID ERARD
Partner, Tax
Armanino 

D avid Erard has more than 15 years of 
experience in the accounting industry, 
including seven years at the Big Four. 

He provides consultation on business mat-
ters and related tax provisions of partner-
ship/LLC operating agreements, distressed 
debt matters, REIT tax consulting and 
compliance matters, net investment income 
tax considerations, and assists with other 
complex transactions faced by private equity 
firms and real estate investors. Erard holds 
an M.S. in accounting with an emphasis in 
tax from Brigham Young University and has 
lectured on several topics at the USC Gould 
School of Law Tax Institute.

MARTIN GRIFFITHS
West Area Real Estate Funds Tax Leader

KPMG

M artin Griffiths, a partner at KPMG 
LLP, serves as the firm’s West Area 
Real Funds Tax Leader. He has 

extensive experience providing both tax 
consulting and compliance services to some 
of the top real estate companies in Southern 
California. Griffiths previously served as 
chief financial officer of a pubic REIT, and 
as senior vice president of tax for the larg-
est privately held multifaceted real estate 
company in the U.S. He has assisted with 
the IPO process of two REITs and a publicly 
traded C corporation with real estate assets.

DEAN JOAQUIN 
West Region Tax Lead

RSM US LLP

D ean Joaquin leads RSM’s tax practice 
in the West Region. He is responsible 
for oversight operations and results of 

the tax practice in the 10 RSM offices in 
the West Region. He has over 20 years of 
experience in providing federal and state 
consulting and compliance services to 
middle market companies in a variety of 
industries. Joaquin works with companies 
to implement tax minimization strategies 
that provide organizational growth and 
effectiveness while building value for stake-
holders. He also focuses on corporate taxa-
tion and multi-state taxation issues across 
a wide range of industries including man-
ufacturing, consumer products, wholesale 
distribution and professional services.

JAMES KRUSE
Chief Executive Officer

DPI Retail 

J ames Kruse joined DPI in 2018 and serves 
as its Chief Executive Officer.  Prior to 
joining DPI, he was the Senior Manag-

ing Director for CBRE’s Los Angeles South 
Region and directed all transactional business 
and operations for the Downtown Los Ange-
les, Beverly Hills/Century City, South Bay, 
and Los Angeles Central offices. Kruse was 
responsible for the success and development 
of 230 professionals and staff, including indi-
viduals in Advisory, Brokerage, Research, and 
Administration. Before joining CB Richard 
Ellis, Mr. Kruse served as Executive Vice 
President of Grubb and Ellis, responsible for 
the Greater Los Angeles Region. Throughout 
his 30-year career in the Southern California 
commercial real estate market, Kruse has been 
a top-producing broker, successful brokerage 
company owner, and leading manager in one 
of the world’s most active markets.

JAMES MALONE
Senior Managing Director
Colliers International

J ames Malone is a Senior Managing 
Director with Colliers International in 
the Greater Los Angeles region, where 

he oversees the firm’s strategic growth, 
performance and quality of client services 
across six offices. Responsible for the 
development and success of brokerage 
professionals from the South Bay and West 
Los Angeles to the Tri-Cities and the San 
Fernando Valley, Malone brings more than 
20 years of professional experience to the 
table in real estate brokerage, corporate 
services, real estate development and law. 
A graduate from the University of Califor-
nia, Los Angeles, where he earned a B.A. 
in Economics, he also holds a J.D. from 
Loyola Law School. 

SPEAKERS & PANELISTS

LAURIE LUSTIG-BOWER 
Executive Vice President 

CBRE

L aurie Lustig-Bower began her career in 
commercial real estate 30 years ago with 
CBRE and now holds the title of Exec-

utive Vice President with the firm.  Her 
Executive Vice President title, given to those 
with the highest level of revenue production, 
is shared by approximately 75 of the 3,000 
professionals within CBRE’s national plat-
form.  She is the founder and leader of Team 
Lustig-Bower, a group of eight professionals 
specializing in the sales of apartment build-
ings, condominium conversions/reversions 
and land for development of multi-housing 
properties.  In the past ten years alone, Lust-
ig-Bower and her team have handled over 
$9 billion in real estate transactions. As one 
of the first brokers to focus on marketing 
Los Angeles properties to the international 
market, Lustig-Bower is known for selling the 
eight acre Robinsons May development site 
in Beverly Hills for $500 million.
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KENNETH TINDALL
Senior Tax Manager

CBIZ MHM

K en Tindall is a senior manager in CBIZ’s 
Los Angeles office and has more than 20 
years of experience in public accounting 

and tax consulting. He provides tax and 
business consulting services to companies 
in the manufacturing, real estate, enter-
tainment and professional services indus-
tries.  His main client focus is in the area 
of closely held businesses and pass-through 
entities.  Tindall has substantial experience 
with State and Local Taxation issues and 
Research & Experimentation tax credits.  
His expertise emphasizes business and per-
sonal income tax minimization and com-
prehensive planning for owners and their 
families.  He also has extensive experience 
representing client tax controversy matters 
before the Internal Revenue Service, state 
and local taxing authorities.

TODD J. WALKLETT
Managing Director

Covington Capital Management

Todd Walklett is Portfolio Manager, 
member of the Investment Committee 
as well as the Board of Directors.  He is a 

Chartered Financial Analyst (CFA) charter 
holder with over 25 years of portfolio man-
agement experience working with wealthy 
individuals, retirement plans, foundations 
and endowments. In 1991, Walklett began 
his investment career in Philadelphia work-
ing for SEI Investments where he worked 
9 years as Senior Strategist and Head of 
U.S. Equities. He relocated to Pasadena in 
1999 when he joined Provident Investment 
Counsel as a Senior Vice President, Portfolio 
Manager and Analyst. In 2005, Walklett 
joined Live Oak Capital as a Senior Partner 
and in 2007 he joined Covington Capital 
Management where he currently works as a 
Managing Director.

BRENT WILLIAMS
Regional Manager

City National Bank

B rent Williams is regional manager of City 
National Bank’s Los Angeles Commercial 
Banking division. Based in Los Angeles, 

he leads a team of commercial bankers who 
deliver City National’s customized financial 
solutions to midsized businesses in Los Ange-
les, San Fernando Valley, Ventura and Long 
Beach. Williams has more than 25 years of 
financial services experience. Prior to joining 
City National, he worked in a variety of roles 
at Wells Fargo, most recently as an executive 
vice president and region head responsible for 
the Westside of Los Angeles as well as head of 
the bank’s Southern California Middle Mar-
ket Technology, Media and Telecom team. 
Williams earned his master’s degree in busi-
ness administration from the University of 
Michigan and his bachelor’s degree from the 
University of Pittsburgh. Active in the com-
munity, he volunteers his time on the board 
of directors for Wayfinder Family Services.

SPEAKERS & PANELISTS

CRAIG MORRIS
Los Angeles Tax Partner

KPMG

C raig Morris is a tax partner in KPMG’s 
Los Angeles office. He is a member 
of the West Area Tax practice with 

more than 34 years of experience serving 
as the lead tax partner on many of KPMG’s 
audit and tax clients. He has worked with 
both public and privately held companies 
providing income tax planning for busi-
nesses with multi-state operations. He has 
extensive knowledge in state and local tax 
planning and restructuring as a result of 
spending several years in the firm’s state 
tax practice. His experience also includes 
income tax compliance and planning for 
businesses with both multi-state and inter-
national operations including mergers and 
acquisitions.

JENNIFER POST
Partner

Thompson Coburn LLP

A partner with Thompson Coburn, Jennifer 
Post serves as primary outside counsel to 
a variety of individuals, institutions and 

companies, including entrepreneurs, venture 
capital firms and emerging companies, as well 
as domestic and international public com-
panies. Her practice encompasses all areas of 
general corporate and securities law, including 
private placements of equity and debt secu-
rities, mergers and acquisitions, and venture 
capital fund formation. She is a member of 
Thompson Coburn’s Management Com-
mittee and founded the firm’s Blockchain 
Technology and Digital Currency practice. 
Her practice encompasses all areas of general 
corporate and securities law, including private 
placements of equity and debt securities, 
mergers and acquisitions, and venture capital 
fund formation. Post advises her company cli-
ents in many aspects of their businesses. She 
also represents investment entities.

PAUL RAHIMIAN 
Chief Executive Officer
Parkview Financial 

P aul Rahimian currently manages a debt 
fund that provides construction financing 
to ground up real estate development proj-

ects throughout the Western United States. 
He founded Parkview Financial in early 2010 
and has since originated hundreds of commer-
cial and residential loans, always plying his 
trademark hands-on management style. Dis-
tinguished from its competitors by dedicated 
in- house finance and accounting professionals 
Parkview is widely recognized as a pioneer in 
the industry, among the first to offer complete 
integration of loan origination and servicing. 
Prior to becoming a lender, Rahimian was 
a third-generation real estate developer and 
general contractor. Between 1988 and 2009, 
he successfully completed over $350 million in 
commercial and residential projects. His vast 
expertise and knowledge in the construction 
and development industry has benefited both 
Parkview and its borrowers.
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By PAUL RAHIMIAN

Over the last ten years, we have seen a 
consistent increase in multifamily devel-
opment projects and apartment building 

construction. However, despite an increase in 
supply, the valuation of multifamily assets still 
continues to rise. While this is undoubtedly a 
positive, investors cannot help but wonder; is 
this all too good to be true? Can this long run 
of apartment building cap rate compression 
possibly continue or is its inevitable decline 
right around the corner?

And while the fear of a market correction 
may persuade investors to move on to another 
asset type, we believe that all this anxiety 
amounts to little more than empty chatter. 
Multifamily units are still a fantastic invest-
ment, vacancies will remain low, and rents 
will continue to increase for many years to 
come.

The numbers don’t lie. Apartment rents 
have increased consistently for the past nine 
years, and they show no signs of slowing 
down. For six out of the past eight years, we 
have seen a 3% increase in prices year over 
year, with the remaining two years coming in 
only slightly under that 3% mark. The cumu-
lative effect of these increases has resulted in 
a 31% increase in rental prices from January 
2011 to today. To put this in dollars and 
cents, an apartment that once rented for 
$1,495 as little as eight years ago, now rents 
for close to $2,000. That is a staggering, his-
toric increase.

Many factors have led to this increased 
demand for multifamily assets. Population 
size continues to grow across the board, 
which inevitably leads to a shortage of hous-
ing options, namely apartment rental units. 
Though construction rates continue to rise, 
the demand has well surpassed the supply, 
leading to a severe imbalance and a shortage 
of units. It all boils down to Economics 101; 
the demand has outweighed the supply. The 
result? Higher rents and more return for 
investors.

Another consideration that has led to 
this market shift is an evolving lifestyle for a 
majority of Americans and various cultural 
trends. It’s quite posh right now to discuss 
the millennial generation and the impact 
they’ve had on the market, but this change 
has been affected by far more than just one 
generation. For those that lived through 
the Great Recession, the thought of owning 
a home and being solely responsible for a 
mortgage is utterly daunting. Therefore, the 
freedom that comes with renting becomes all 
the more attractive when viewed under the 
context of the housing crisis. Why stay stuck 
in a mortgage for 15, 20 or 30 years when 
renting affords you the mobility to change 
cities, careers, square footage and amenities? 
This fear of the housing market is very real, 
and the numbers back it up. In Los Angeles 
alone, home ownership has plummeted to a 
record low of 49%. 

And finally, a rise in student loan debt 
has drastically increased the need for mul-
tifamily housing. Ranking as the second 
highest form of consumer debt in the nation, 
student loan debt has utterly crippled an 
entire class of future homeowners. As it 
currently stands, 44 million students, that 
class of potential homebuyers, collectively 
owe over $1.5 trillion in student loan debt. 

This burden precludes them from even con-
sidering home ownership in the foreseeable 
future, forcing them to rent and adding 
further to this increase in demand for multi-
family units.

Add sitting on top of all of these factors 
is an entire class of retirees from the baby 
boomer generation who are now electing 
to downsize into more manageable rental 
units. Projections predict that the number 
of Americans over age 65 will double in the 
next 40 years, increasing from 46 million 
today to close to 100 million by 2060. Again, 
the numbers don’t lie. The demand is mov-
ing at an accelerated rate, and supply needs 
to kick into high gear to catch up. 

This lack of supply is creating in effect a 
bottleneck for rental rates and pricing. By 
some estimates, California alone will need at 
least 180,000 new housing units per year to 
stabilize value and avoid future rent increas-

es. And again, this supply bottleneck can be 
explained by a multitude of reasons.

One factor is that new construction 
projects require the approval of various gov-
ernmental agencies. This process can be very 
lengthy and burdensome, not to mention 
extremely time consuming and risky for the 
developer. City and permit approval times 
vary wildly from city to city, with metrop-
olises like San Francisco and Los Angeles 
taking as long as a year to approve develop-
ments. And that timeline assumes that the 
project does not require any zoning changes, 
a process which can add considerably to the 
devlopement’s timeline. Similarly, developers 
can find themselves slowed down by organizes 
of residents standing in opposition to new 
development projects (NIMBY), and even 
environment concerns (CEQA). These fac-
tors can lead to extreme delays, as long as two 
years for medium-sized projects. What’s more, 
these delays can tangibly affect the project 
itself, leading to changes in local ordinances 
that could limit the size of units, etc. 

Further, developers are currently making 
decisions wholly based off of fear. Timing the 
market accurately has always been a problem 
for developers, but it became all the more 
difficult following the 2008 crash. Develop-
ers became skittish, and it took several years 
before they allowed themselves to re-enter 
the game or even consider gathering enough 
capital to start new projects.

And finally, one of the most recent obsta-
cles to new developments is a rising cost 
for construction and materials. Last year 
alone, Los Angeles experienced the highest 
increase in construction cost of any city in 
the nation. Land costs, material costs, and 
labor costs are all increasing at record-break-

ing levels. Skilled journeymen are becoming 
harder and harder to find, and contractors 
are stealing labor from their competitors to 
keep up. To woo these new workers, con-
tractors offer more pay which results in a 
never-ending cycle of worker theft, cascad-
ing into an enormous increase in labor rates 
across the board. On top of all these prob-
lems, the majority of skilled workers left the 
industry after the Great Recession of 2008, 
and there is now far less appeal for new 
workers to join the labor force. 

Together, all of these factors work in 
concert to lead to an immense shortage of 
supply. 

And again, we must return to our eco-
nomics 101 and consider simple supply and 
demand variables. After examining these 
factors, a sophisticated and savvy investor 

can only con-
clude that a 
rise in demand 
and moderate 
supply increas-
es will ulti-
mately lead 
to a healthy 
ecosystem for 
their assets. 
Multifamily 
will continue 
to remain 
strong into 
the foresee-
able future.

Paul Rahimian is Chief Executive Officer of 
Parkview Financial.

Multifamily Development Remains Strong

National and L.A. County Median Rents
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Lack of supply is 
creating in effect a 

bottleneck for rental 
rates and pricing.

PAUL RAHIMIANL
Parkview Financial
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By JOE BRUSUELAS

A t 3.7 percent, U.S. unemployment is at 
its lowest level in 30 years. Jobless claims 
are near a 50-year low, and the number of 

employed adults is at an all-time high. This 
should be good news, and for many households 
it is. But for the middle market, these historic 
numbers are creating significant growth chal-
lenges affecting everything from holiday hiring 
on the retail side, to commercial and resi-
dential housing construction, transportation, 
manufacturing and professional services—you 
get the picture.

Meanwhile, wage gains have been tepid, to 
say the least, with workers at the lower end of 
the income scale only recently beginning to 
see increases in their paychecks. The lack of a 
more significant pickup in wages, as unemploy-
ment heads toward our forecast of 3.5 percent, 
and possibly lower, is one of the major dilem-
mas facing policymakers and economists.

So what’s behind this historically tight 
labor market? Why have wage gains been so 
stubbornly tepid? And will these hiring and 
wage challenges end soon? To get a sense of 
why we believe the tight labor market will per-
sist for much longer than many expect, it helps 
to put how we arrived at this critical juncture 
in some perspective; the seeds for today’s tight 
labor market were planted many, many years 
ago.

Since the advent of the consumer-driven 
economy at the end of World War II, the 
manufacturing sector has gone from employing 
32 percent of the labor force in 1947 to less 
than nine percent of nonfarm workers in 2017. 
This shift occurred as consumer tastes changed 
and employment in local manufacturing was 
replaced by regional, and then global, supply 
chains.

During the same period, the service sector 
has more than doubled its share of the labor 
force from 19 percent of 1947 nonfarm payrolls 
to 45 percent today. Government employment 
has averaged about 16 percent of the work-
force, drifting slightly lower since 1975. The 
finance and construction sectors have also 
been relatively stable, each averaging about 
five percent of nonfarm payrolls.

The current U.S. political landscape is a 
reminder that for many American workers, 
the major story of the post-World War II era 
has not necessarily been the cultural shifts 
that society has undergone, but rather how 
sound investment decisions have resulted in a 
long-term hollowing out of the U.S. industrial 
base. So to the extent that employment oppor-
tunities are the basis for social discontent, 
we would have to look at the narrowing of 
employment opportunities in the manufactur-
ing sector as a principal factor

The share of employment in manufactur-
ing declined on trend from 1947 until 2008, 
as increased consumer demand for high-end, 
cheaply produced foreign goods overwhelmed 
the demand for higher-cost and sometimes 
outdated, locally manufactured ones. Not only 
did production shift to offshore locations, but 
automation replaced domestic labor due to 
new technologies. Ironically, a decline in the 
percentage of workers engaged in manufactur-
ing durable and nondurable goods has moder-
ated over the last decade and, in recent years, 

there appears to be a flattening out. Stabiliza-
tion could very well be the result of demand 
for foreign-branded goods produced in domes-
tic production facilities (e.g.,German and Japa-
nese autos manufactured in southern states) as 
well as renewed consumer preference for local 
products illustrated by farm-to-table and arti-
sanal trends. All of this seems to have helped 
stop the bleeding, at least at the margins.

From 2016 to 2017, durable goods manu-
facturing settled to house 5.3 percent of the 
workforce, while nondurable goods manufac-
turing has stabilized at 3.2 percent. It is also 
worth noting that while U.S. manufacturers 
of durable goods have always employed more 
workers than those of nondurable goods, a 
bump up in durable goods manufacturing 
employment coincided with increased demand 
for electronic products during the technology 
boom of the 1990s. Employment in nondurable 
goods manufacturing has been trending lower 
since that time.

Ideally, rather than trying to stuff the 
toothpaste back in the tube, domestic manu-
facturers could further transition from produc-
ing base materials to higher-end goods, using 
the economies of Japan and Germany as a 
model for continued growth and the health.

WAGES, SUPPLY AND DEMAND FOR LABOR
From a macroeconomic perspective, access 

to a broader array of lower-cost goods has 
helped boost overall standards of living and 
the U.S. economy as a whole. On a human 
level, however, it has left many workers (for-
merly employed in the industry), and the 

regions and towns overly dependent on it, with 
reduced job prospects and more challenging 
local economies. By the 1980s, instead of guar-
anteed pension plans and lifetime health care, 
workers were left to fend for themselves as the 
industry began to flee union-friendly regions 
for right-to-work states, in pursuit of cheaper 
labor.

Employers also began to outsource tasks not 
considered direct inputs to production (e.g., 
cafeteria services, janitorial tasks) that could be 
easily replicated by lower-cost service providers. 
Even direct inputs began to be outsourced to 
lower-cost providers, which not only limited 
demand for local labor, but also likely contrib-
uted to the reduction in research and develop-
ment and the decline in production efficiencies 
that would eventually allow foreign manufactur-
ers to overtake domestic production.

As illustrated below, the period from 1981 
to 1985 saw a sharp drop in hourly wages as the 
increased supply of low-cost labor led to “take 
it-or-leave-it employment opportunities” and 
then to low-wage growth thereafter. The global 
labor market had indeed taken hold in the new 
political environment.

Note that in recent years, hourly wage 
growth is once again moving higher, but 
remains at historically low rates of less than 
three percent per year. This implies that house-
hold income gains will just barely be enough to 
cover rising prices if inflation were to remain at 
the Fed’s current two percent inflation target. 
Furthermore, the discontent that has dominat-
ed the post-crisis recovery era seems likely to 
linger unless industry and policymakers come 

up with a solution.
While all other industries have employed 

fewer workers over the past 17 to 18 years, it is 
ironic that the industries that have increased 
their share of manufacturing employment are 
those that use steel or aluminum, including 
transportation equipment, fabricated metal 
and machinery. The imposition of tariffs on 
the main inputs to production in those indus-
tries would threaten their ability to continue 
providing employment, further damaging the 
manufacturing sector of the economy.

Joe Brusuelas, 
RSM Chief 
Economist, has 
over 20 years 
of experience 
in finance and 
economics and 
specializes in 
analyzing the 
U.S. monetary 
policy, labor 
markets, fiscal 
policy, economic 

indicators and the condition of the U.S. consumer. 
He provides macroeconomic perspective to help 
clients anticipate and address the unique issues and 
challenges facing their businesses and the industries 
in which they operate. He also produces monthly 
economic reports for the middle market and for key 
industries within that market.
 
For more information, please contact 
Joe Brusuelas at Joe.Brusuelas@rsmus.com.

Labor Shortages Pose Long-Term Challenge  
for Middle Market
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T he Port of Long Beach is indeed embark-
ing on what is shaping up to be a monu-
mental year.
Moderate cargo growth is anticipated 

through 2019 as the nation’s second-busiest 
seaport achieves major milestones on proj-
ects that will bolster economic development, 
increase reliability of service and improve air 
quality for decades to come.

International trade touches the lives of 
everybody. It impacts what products we can 
buy, what they will cost, who will make them, 
and where they are made. 

“The Board of Harbor Commissioners 
endeavors to ensure that the Port serves Long 
Beach and the nation as a major pipeline for 
imports and exports,” said Tracy Egoscue, 
President of the Long Beach Board of Harbor 
Commissioners. “We do this while being a 
good neighbor and operating the Port in a 
green and sustainable manner.”

“With our many projects, we’re planting 
the seeds so this region thrives, and so Long 
Beach remains a great place to live and work,” 
said Mario Cordero, Executive Director of 
the Port of Long Beach. “We’re modernizing 
to keep the Port competitive, to attract cargo 
and generate jobs.”

Following record-breaking cargo volume 
at the Port in 2018, container growth in 2019 
may continue. The growth is expected to 
be moderate given the ongoing uncertainty 
posed by the trade war between the United 
States and China. China accounts for nearly 
70 percent of the imports coming into Long 
Beach and 40 percent of the exports.

“Count us among the optimists,” Cordero 
said. “With so much at stake on both sides of 
the Pacific, we believe the United States and 
China can resolve their differences and keep 
our respective economies growing.”

Long-term prospects remain bright for the 
Port, which supports more than 300,000 jobs 
in Southern California and about 1.4 million 
jobs nationally.

A return to the waterfront is anticipated 
this summer, when the Port moves into its 
new Civic Center headquarters in downtown 
Long Beach. Located next door to the new 

Long Beach City Hall and a new library, 
the Port Administration Building will be an 
extremely accessible, highly attractive show-
case of government services.

“We’re proud to be part of the downtown 
renaissance,” Cordero said. “It’s exciting to see 
our offices bringing more jobs back to the down-
town area.”

The downtown skyline is being further 
redefined by the replacement for the Gerald 
Desmond Bridge, which rises more than 200 
feet over the Port’s Back Channel. Standing 515 
feet tall, the bridge’s twin concrete towers are 
already the tallest points in Long Beach.

About 15 percent of America’s imports will 
be hauled by trucks crossing the cable-stayed 
span, known as the “bridge to everywhere.”

When it opens to traffic by the end of 2019, 
the new bridge will be higher to allow addition-

al clearance for some of the world’s largest and 
most efficient cargo ships. The bridge will also 
be wider to ease the flow of cars and trucks.

Nearby, the Long Beach Container Terminal 
at Middle Harbor is entering the final phase of 
construction to create the greenest, most tech-
nologically advanced terminal in North Ameri-
ca. The project adds on-dock rail capacity, shore 
power hook-ups and a longer wharf that will 
allow the new terminal to move twice the cargo 
with less than half the air pollution of the two 
terminals it replaces.

When completed in late 2020, the terminal 
will have a capacity of more than three mil-
lion cargo containers, ranking it as America’s 
sixth-busiest port by itself.

The Port is further preparing for the future 
with plans to spend about $1 billion for rail 
projects over the next decade.

The centerpiece of that plan is the Pier B 
On-Dock Rail Support Facility, which will give 
the Port additional room to assemble longer 
trains to move goods more efficiently, limit truck 
traffic and reduce environmental impacts. Con-
struction is scheduled to start in 2022, with the 
entire $870 million project completed by 2032.

Each train eliminates the need for up to 
750 truck trips, which speeds the flow of goods 
across the country while reducing traffic on 
local roadways.

“The Port is a leader in environmental sus-
tainability, infrastructure investments and com-
munity engagement,” Egoscue said. “We have a 
fiduciary responsibility to see that the Port’s funds 
are used properly and reinvested wisely in the 
best projects.”

For more information, visit polb.com.

Port of Long Beach Embarks on Monumental Year

PORT OF LONG BEACH  

Long Beach Container Terminal at Middle Harbor, the greenest, most technologically advanced 
terminal in North America, is entering the final phase of its construction. Here, the OOCL Malaysia is 
docked at the terminal in December 2018.

The ONE Competence is docked at the Port of Long Beach’s International Transportation Service 
terminal at Pier G. Moderate cargo growth is forecast for the nation’s second-busiest seaport in 
2019.

The Port’s new headquarters, 
center, is part of a new 
downtown Civic Center along 
with a new City Hall and Main 
Library. Port staff are expected 
to return to the waterfront in 
summer 2019.
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By JEFF BROWN

W hen faced with litigation stemming from 
real estate deals gone wrong, oftentimes 
disputes focus on three key issues: enforce-

ability of liquidated damage provisions, letters of 
intent and whether representations and warran-
ties survive the close of escrow and can be used 
to limit the time within which claims may be 
made. This article briefly discusses each. 

LIQUIDATED DAMAGES
Liquidated damages can provide parties 

added incentive to perform all types of contracts, 
including commercial real estate contracts. But 
are they enforceable in California? The short 
answer is that they’re presumed to be enforceable 
as long as they’re not a penalty.

A liquidated damages provision is not invalid 
merely because it’s intended to encourage a party 
to perform so long as it represents a reasonable 
attempt to anticipate the losses to be suffered. If, 
however, the sole purpose of a liquidated dam-
ages provision is to coerce compliance with the 
contract and not to compensate the innocent 
party for damages resulting from the breach, the 
provision is a penalty and not enforceable. No 
matter what you call it, the court will analyze 
such provisions based upon their impact on the 
parties, and not necessarily on their headings. 

A liquidated damages clause will generally be 
considered “unreasonable,” and, therefore, unen-
forceable, if it bears no reasonable relationship to 
the range of actual damages that the parties could 
have anticipated would flow from a breach. The 
amount set as liquidated damages must represent 
the result of a reasonable endeavor by the parties 
to estimate a fair average compensation for any 
loss that may be sustained. When reviewing liqui-
dated damages provisions, courts generally exam-
ine all the circumstances existing at the time of 
the making of the contract.

What about specific performance? A liqui-
dated damages provision does not necessarily 
preclude the remedy of specific performance. 
Parties should be careful as to whether they wish 
to have the liquidated damages be the “sole rem-
edy” or just the substitute for damages.

LETTERS OF INTENT 
Business people like to use LOIs to tie up 

a deal. On the other hand, they don’t want to 
be bound by them if they want to walk away. 
As one court explained, “Not infrequently, the 
negotiations that follow the execution of [a letter 
of intent] break down, prompting the disappoint-
ed party to sue on the theory that the prelimi-
nary document is binding.”

How do the courts decide whether LOIs are 
enforceable? First, subjective belief doesn’t mean 

anything. Instead, look at the language of the 
LOI. Does the LOI state that there will be no 
binding contract unless and until the parties sign 
a formal written contract? That type of provi-
sion has a better chance of allowing the parties 
to walk away than an LOI that says the parties 
intend to “reduce the informal writing to a more 
formal one.” In the latter case, the court may 
find that there was still an enforceable agree-
ment, even though the parties wanted to make it 
prettier and longer later on. If you want to avoid 
enforcement, use protection, like a disclaimer.

What if the parties want some of the LOI to 
be enforceable, even if there is no final overall 
agreement? That is generally allowable; the 
parties may agree that there is no enforceable 
purchase and sale agreement or lease agreement 
until they have executed a formal, written agree-
ment, but still use the LOI to enforce certain 
rights and duties that flow from their negotiation 
process, such as: confidentiality/non-disclosure; 
non-circumvention; and exclusive negotiation.

Real estate parties must be careful in drafting 
LOIs if they want to avoid having a judge later 
hold that instead of a precursor to an agreement, 
the LOI became an enforceable agreement.

REPRESENTATIONS AND WARRANTIES
Representations and warranties serve as a 

safety net for the seller and buyer. If, prior to 

closing, either the seller or buyer discovers that 
a representation or warranty made by the other 
party is not true, they can back out of the deal.

In real estate transactions, the usual approach 
is for the seller to agree to no representations 
and warranties, and sell the Property “as is.” 
However, as one court held, “[i]t is well settled 
that where a principal is under a positive duty 
to make a disclosure, he cannot escape liability 
for his failure to do so by relying on a provision 
in the agreement of sale that there are no other 
representations except those therein expressed.”

How long do the reps and warranties live?  
Absent a “survival clause,” they have no inde-
pendent existence. Unless the parties agree to a 
survival clause — extending the representations 
and warranties past the closing date — the 
breaching party cannot be sued for damages 
post-closing for their later discovered breaches. 

Language stating only that the representa-
tions and warranties “shall survive” for a speci-
fied duration operates solely to extend their life 
past the closing date. Here, again, drafters must 
be careful to add language if they wish to shorten 
or lengthen the time within which a claim can 
be made based upon breaches of the representa-
tions and warranties.

Jeff Brown is a Partner with Thompson 
Coburn LLP. 

Real Estate Deals Gone Wrong: A Look at the Issues
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By MIKE AMERIO

T he calendar has turned to 2019 and it’s the 
first time to use the provisions passed in 
2017 to apply to taxes in 2018. Here are 

reminders about some of the provisions of the 
Tax Cuts and Jobs Act required for the 2018 
returns now being prepared.

Tax Rates for Individuals changed. Consult 
a chart for the new percentages. Incremental tax 
savings on each $1M is $26,000. Capital gains and 
qualified dividend rates are unchanged at 20%.

Tax Rates for C. Corporations are now 
simplified. Instead of eight brackets, from under 
$15,000 to over $18.3M, the rate is now 21% 
across the board.

Business bonus depreciation for the adjusted 
basis of qualified property used to be 50%. Now 
it’s 100%. “Used property” did not qualify in the 
past. Now it does. Qualified improvement proper-
ty used to be eligible. Now it isn’t.

Business Section 179 deduction. Can 
expense $1M before phase-out (was $500k). 
Dollar-for-dollar phase-out after total purchases 
exceeding $2.5M (was $2M); fully phased-out at 
$3.5M (was $2.5M). The definition of eligible 
property is expanded to include depreciable tangi-
ble personal property such as furniture, appliances, 
carpet, etc., used in residential rentals and expen-
ditures such as roofs, HVACs, fire protection and 
security systems for non-residential buildings.

Business: Section 199 domestic produc-
tion activities deduction (DPAD). The old 
law allowed a 9% deduction on the taxpayer’s 
“qualified production activities income” and it 
was limited to 50% of the W-2 wages paid by the 
taxpayer in the calendar year. The new law elim-
inates all of that.

Business/Individual: 199A Deduction 
(20% pass-thru deduction). New for 2018 
and forward: 20% deduction against Qualified 
Business Income QBI, REIT dividends and PTP 
income. This deduction does not apply to income 
from “specified service trades or business” (SSTB) 
when taxable income is at or above the phaseout 
ceiling. SSTB includes accounting, law, health, 
consulting brokerage services, investment man-
agement and trading (engineering and architec-
tural services are excluded).

The old law identified “Specified Service 
Trades or Businesses, and included accounting, 
law, health, consulting brokerage services, invest-
ment management and trading. The new law 
includes engineering and architectural services. 
Banking, insurance, financing and leasing may 
also qualify for the 20% deduction.

Business: Cash Method of Accounting. 
Now available if the average gross receipts do not 
exceed $25M (was $5 M) for the past three years. 
The $1M threshold for businesses with invento-
ries is eliminated. The service industry exclusion 
still applies.

Business: Accounting for long-term con-
tracts. Now the percentage-of-completion meth-
od is required if the average gross receipts exceeds 
$25M (was $10M) in past three years.

Business: 263a capitalization. If the average 
gross receipts do not exceed $25M (was $10M) 
for the preceding three years, they are fully 
exempt from the UNICAP rules.

Business: Limit on interest expense deduc-
tion. All businesses are subject to a limitation of 
a deduction for net interest expenses in excess of 
30% of the business’s “adjusted taxable income.” 
Adjusted business taxable income is a business 
taxable income computed without regard to busi-
ness interest expense, business interest income, 
net operating losses (NOLs), qualified business 
income deduction, depreciation, amortization 
and depletion. Any interest amounts limited 
under this rule would be carried forward indefi-
nitely. Businesses with average gross receipts of 
$25 million or less for the preceding three years 
would be exempt from these limitation rules.

Individual: Net operating losses (NOL)  The 
current year NOLs of $500k or less MFJ ($250k 
for others) can be used to offset all current year 
income. Any NOLs in excess of $500k ($250k for 
others) are disallowed in the current year and car-
ried forward indefinitely until used up (but limited 
to 80% of taxable income going forward). No car-
ryback is allowed except in limited circumstances. 
As before, current year NOL can be used to offset 

all current year income, but any excess is carried 
forward indefinitely until used up (but limited to 
100% of taxable income going forward). No carry-
back is allowed. Previously any excess was carried 
back two years or carried forward 20 years.

Business: Meals and entertainment 
expenses. In the past, 50% of meals and 
entertainment expenses were deductible. Now 
entertainment expenses, business or personal, 
are NOT deductible.

Business: Like kind exchange (1031 
exchange). Under the old law deferral of gain on 
disposition of qualifying assets was allowed for 
real estate and other qualifying types of property, 
such as vehicles and equipment. Now, the like-
kind exchange provision only apply to real estate.

Individual: Alternative minimum tax 
(AMT). The AMT exemption amount jumps 
from $86,200 to $109,400. Since the state 
income tax deduction is essentially eliminated, it 
is unlikely to be in AMT now.

Business: Corporate alternative minimum 
tax. The AMT credit is refundable and can offset 
regular tax liability in an amount equal to 50% 
(100% for tax years beginning in 2021) of the 
excess of the minimum tax credit for the tax year 
over the amount of the credit allowable for the 
year against regular liability. 

Mike Amerio is Managing Partner with 
Lucas Horsfall.

Tax Law Changes You’ll be Using First in 2019
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By KENNETH TINDALL

Y ear one under the new tax law known as 
the Tax Cuts and Jobs Act (TCJA) brings 
significant changes for 2018 individual and 

business tax filings. Businesses are still process-
ing the effects of the TCJA in 2019, particu-
larly its potential ramifications on long-term 
planning. Below are four particularly important 
TCJA provisions for 2019.

PASS-THROUGH ENTITY DEDUCTIONS
The tax deduction for pass-through entities 

provides a business owner up to a 20 percent 
deduction against qualified business income 
(QBI) received from a qualified business. The 
deduction requires an evaluation of the nature 
of business activities and the sources of income 
from the business. Specified service trades or 
businesses, such as consulting, financial ser-
vices, and athletics are generally excluded. QBI 
must be generated domestically, and excludes 
partner or shareholder compensation and 
investment income. The deduction is subject 
to several limitations, one of which is the lesser 
of 50 percent of W-2 wages (including bonuses, 
elective deferrals and deferred compensation) 
or 25 percent of W-2 wages plus 2.5 percent of 
qualified property.

The IRS published proposed regulations to 
clarify many ambiguities inherent in the provi-

sions, but questions remain. One involves 
how the deduction applies to partner compen-
sation that is received for non-partner capaci-
ty work.  Another involves whether ineligible 
businesses can still take advantage of the 
deduction by implementing other strategies, 
such as funding retirement plans. Businesses 
will need to work with their tax advisors to 
ensure their pass-through entity deductions 
are calculated appropriately.

LIMITATION ON BUSINESS INTEREST
The TCJA modified Section 163(j) of the 

Internal Revenue Code by capping the amount of 
business interest a taxpayer can deduct. The new 
limitation is equal to the sum of business interest 
income plus 30 percent of adjusted taxable income 
(essentially tax-basis EBITDA before 2023, or 
tax-basis EBIT thereafter). Businesses carry for-
ward unused business interest indefinitely.

Certain types of businesses, including auto 
dealers, have exclusions from the limitation. Real 
estate, construction, and other real property busi-
nesses can elect out of the limitation, but they 
must depreciate their real property using slower 
ADS rules, which also disqualifies them for the 
TCJA’s enhanced bonus depreciation provisions. 
Fortunately, any business with average gross 
receipts for the prior three tax years under $25 
million is exempt from the limitation.

The IRS published proposed regulations 

that partly address how consolidated groups 
should apply the limitation, and further define 
the types of income and expense treated as 
interest and therefore subject to the limitation 
calculation. Businesses will continue to work 
through the nuances of the limitation in 2019.

ACCOUNTING METHOD CHANGES
The TCJA created an “Earlier Of” test for 

tax purposes that radically changes the timing of 
revenue recognition for income tax. After 2017, 
taxpayers will recognize revenue at the earlier 
of the time when they would be required to rec-
ognize revenue under the historical “all events” 
test, or the time when the revenue is recognized 
in an applicable financial statement. This is 
important in 2019 because private companies 
must adopt new revenue recognition rules for 
financial reporting that generally result in faster 
revenue recognition. The TCJA’s Earlier Of test 
will likely require an acceleration of revenue 
recognition for income tax purposes at that time. 
As private companies adopt the new revenue 
recognition standards for financial reporting, 
they may also consider changing their tax meth-
od of accounting to conform with most of the 
new principles. Regardless of this consideration, 
all businesses must change their tax method of 
accounting to adopt the Earlier Of test. 

Separately, the TCJA permits businesses with 
average gross receipts under $25 million to use 

the cash method of accounting, regardless of 
whether the business has inventory. Such busi-
nesses are also no longer required to use uniform 
capitalization rules.

ENTITY SELECTION
The TCJA significantly lowered the cor-

porate tax rate, and in some instances, the 21 
percent rate may entice companies to restruc-
ture from “pass-through” treatment. Large pass-
throughs that are ineligible for the pass-through 
deduction may be particularly interested. If your 
company wants to evaluate its entity structure, 
it should work with a tax advisor. Tax rates 
should not be the sole determinant in your deci-
sion. Other considerations include effective tax 
rates, exit timelines, prospects for law changes, 
and stock compensation arrangements.

WATCH OUT FOR MORE GUIDANCE
Additional guidance from the IRS is 

expected as the year progresses. The rushed 
TCJA legislation left a lot of questions for the 
business and tax community, and time will tell 
the full impact that it will have.

Kenneth Tindall is a Senior Manager in the Los 
Angeles office of CBIZ and MHM. He specializes 
in tax and business consulting services to compa-
nies in the manufacturing, real estate, entertain-
ment and professional services industries. 

Four Ways Tax Reform Will Affect 2019
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By THOMAS GALVIN and  
CAITLIN MATTESON

T he 2017 Tax Cuts and Jobs Act promises 
immense implications for commercial real 
estate investment over the next decade, par-

ticularly in Los Angeles County. Having created 
a national community investment program that 
seeks to connect private capital with underin-
vested communities called “Opportunity Zones,” 
the program applies to significant swaths of the 
County’s urban fabric, encouraging long-term 
investment in areas considered “distressed” by 
offering permanent exclusion from capital gains 
taxation for investments held over 10 years.

With U.S. investors currently holding more 
than $6 trillion in unrealized capital gains, the 
draw for investors lies in the opportunity to 
boost returns by transitioning funds from other 
asset classes and placing them into real estate 
and businesses in these special economic areas.

One caveat to the opportunity fund pro-
gram is that capital must remain tied up within 
these opportunity zones for at least five years to 
see any deferment of capital gains, and perma-
nent exclusion of capital gains is only possible 
after a decade, meaning investors must think 
carefully about where to place their funds to 
retain property value.

While the program is national in scope 

with opportunity zones occurring in all 50 
states, certain areas are more likely to attract 
capital than others. In examining the potential 
for future investment, consider those areas 
where investors are currently placing their cap-
ital. Los Angeles, for example, is second only 
to Manhattan in terms of attracting capital for 
real estate investment, a trend that is likely to 
continue, especially for investors seeking capi-
tal gains exclusion under the opportunity zone 
program.

In 2018, Los Angeles County saw trans-
actions for commercial real estate total more 
than $24 billion, which broke down to $8 
billion invested in multifamily (33%), $6 bil-
lion in both office (25%) and retail (25%) and 
$4 billion in industrial (17%). Of that total 
investment in 2018, only about $4.2 billion 
(18%) was for properties within the boundaries 
of opportunity zones. Much of that, about $1.8 
billion, went into multifamily assets, followed 
by $1.2 billion for industrial product. Such 
robust investment activity stems from the fact 
that Los Angeles County is a core real estate 
market capable of providing stable returns due 
to above-average rent appreciation coupled 
with low vacancy rates.

One common misconception is that 
opportunity zones, which tend to be made up 
of lower density census tracts near the urban 

core, are in impoverished and blighted neigh-
borhoods. But the truth is that one in nine 
L.A. County residents already resides within 
an opportunity zone. This number is likely to 
increase as the economic development aspect 
of the program runs its course. To date, 68 
housing projects comprising some 4,200 units 
are under construction within these opportuni-
ty zones, and another 230 multifamily projects 
have been proposed, bringing with them the 
promise of much-needed supply in an under-
served housing market.

The opportunity zone program will likely 
accelerate such investment and development 
within these underserved areas of Los Angeles 
County by altering the incentives that drive 
private equity investors and smaller developers. 
Meanwhile regulatory uncertainty surrounding 
the evolving opportunity zone program has put 
pension funds and larger institutional invest-
ment firms on the sidelines, with most of the 
early interest coming from smaller investment 
companies and retail investors seeking to min-
imize taxes.

Larger institutional investors may still ben-
efit from this program by purchasing assets and 
developing projects that were already in the 
pipeline and capitalizing on future price appre-
ciation due to opportunity zone investment. 
Though while it is possible to benefit by pur-

chasing assets early outside of the opportunity 
zone fund requirement, capital placed outside 
of authorized funds would still be subject to 
taxable gains and would come without the ten-
year hold requirement.

Some businesses will face downsides to this 
new program. Sin businesses, for example, such 
as casinos and strip clubs, are ineligible for the 
program. Likewise, some residents and existing 
businesses in these zones will undoubtably be 
displaced by rising rents and land values. This 
would lead, in turn, to a changing makeup of 
existing land usage, with lower density mul-
tifamily and industrial users most likely to be 
negatively impacted.

The concept of opportunity zones remains 
new to many investors still trying to wrap their 
arms around the exact implications. It is not 
clear how the effect of opportunity zones will 
improve living standards of people located in 
economically distressed communities. What is 
clear is that real estate investors will continue 
to favor investment into Los Angeles County 
as a haven for placing capital and an option for 
smaller private equity and retail investors to 
eliminate taxes on capital gains.

Thomas Galvin and Caitlin Matteson perform 
regional research for Colliers International.  
Learn more at colliers.com/GreaterLosAngeles.

Opportunity Zones to Change the L.A. Landscape
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If last year’s statistics are anything to go 
by, 2019 looks good in terms of increasing 
employment levels for Los Angeles county. 

Civilian employment increased by 6,000 
to 4,932,000 in December 2018. The civilian 
labor force increased by 10,000 over the month 
to 5,179,000 in December 2018. All of these 
figures are seasonally adjusted. The California 
seasonally adjusted unemployment rate was 
4.2 percent in December 2018, 4.1 percent in 
November 2018, and 4.5 percent a year ago in 
December 2017. Between November 2018 and 
December 2018, total nonfarm employment in 
Los Angeles County increased by 7,300 jobs to 
reach 4,577,300.

Other year-end key employment statistics 
reported by the Labor Market Employment 
Division of the State of California’s Employ-
ment Development Department include:

 • Of the seven sectors that gained over 
the month, trade, transportation and utilities 
led, adding 8,400 jobs with subsector gains in 
transportation and warehousing (up 3,600), 
retail trade (up 3,400), and wholesale trade (up 
1,500). 

• Educational and health services expand-
ed by 4,600, gains were comprised entirely of 
health care and social services (up 4,700) and 
counterbalanced with a 100 job loss in educa-
tional services. 

• Construction (down 4,200) declined the 
most of the four industry sectors that experi-
enced employment decline. Over 70 percent 
of construction losses were found in specialty 
trade contractors (down 3,000). 

• Motion picture and sound recording lost 

3,500 jobs over the month, driving employment 
decline in the information sector (down 3,300). 
Between December 2017 and December 2018, 
nonfarm employment in Los Angeles County 
increased by 60,000 or 1.3 percent. 

• Leisure and hospitality (up 24,400) led 
the eight industry sectors adding over the year. 
Accommodation and food services achieved 
record high employment (457,600), adding 
16,600 jobs. Arts, entertainment and recreation 
also expanded, posting 7,800 job additions. 

• Professional and business services rose 
by 16,400 with job increases in administrative 
and support and waste services (up 9,000), 
professional, scientific, and technical services 
(up 7,100), and management of companies and 
enterprises (up 300). 

• Jobs in educational and health services 
increased by 15,500 over the year. Gains in 
health care and social assistance (up 16,200) 
drove up the sector employment levels, but a 
reduction of 700 jobs in educational services 

offset the overall gain.
• Government (down 3,200) had the great-

est job loss among the declining sectors. Losses 
occurred at all three levels of government, local 
(down 2,500), federal (down 600), and state 
(down 100).

Information for this article was provided by the 
Labor Market Employment Division of the State 
of California’s Employment Development Depart-
ment. Learn more at labormarketinfo.edd.ca.gov.

Los Angeles County Economy Averaged 5,000 Job 
Additions Per Month in 2018

Most small and midsize U.S. businesses 
have a positive outlook for the domestic 
economy and expect their business to 

continue growing this year, according to the 
annual JPMorgan Chase ‘Business Leaders 
Outlook’ report released earlier this month.

They’re most optimistic about their own 
prospects, as the economic expansion stretch-
es to a full decade and they’ve had a full year 
to digest the corporate tax cut. In all, 84% 
of midsize businesses and 74% of small busi-
nesses are optimistic about their company 
performance.

“Businesses are being more cautious as 
they focus their growth plans on what they 
can control,” said Jim Glassman, senior econ-
omist at JPMorgan Chase. “They’re investing 
back into their business and preparing for dis-
ruptive forces like emerging technologies.”

The majority of businesses – 73% of mid-
size ones and 55% of small – remain optimis-
tic about the national economy, though that’s 
down 16 points and 8 points from a year ago, 

respectively.
“Businesses remain optimistic about the 

global outlook, but are more cautious than 
they were last year because of trade tensions, 
uncertainty around tariffs and where we are in 
the economic cycle,” Glassman said.

Just 39% of midsize businesses and 38% of 
small businesses are optimistic about the glob-
al economic outlook for 2019, down 30 points 
and 13 points, respectively.

INVESTING FOR GROWTH
Nearly all businesses – 91% of small and 

midsize companies – plan to maintain or 
increase their capital expenditures. That’s 
because 81% of midsize companies expect 
their revenue/sales to increase in 2019 and 
74% expect higher profits. Among small busi-
nesses, 60% expect revenue/sales growth and 
58% expect to see higher profits.

HELP WANTED
Two-thirds (66%) of midsize companies 

plan to hire more full-time personnel and 
80% plan to increase compensation in the 
next year. Small businesses are more conser-
vative: Just over one-third (36%) plan to add 
full-timers and 41% will increase compensa-
tion.

GOOD HELP HARD TO FIND
Midsize businesses rank the limited supply 

of talent as their #1 challenge, and it’s become 
more challenging over the last few years. More 
than half (54%) of midsize businesses report 
being very or extremely concerned. Small 
business are concerned but to a lesser degree: 
28% are very or extremely concerned about 
potential challenges due to a limited supply of 
candidates.

TAKING ON TECHNOLOGY
Company leaders are already preparing to 

face disruptive technology changes and chal-
lenges: 75% of midsize companies and 52% of 
small ones have taken actions such as:

 • Designated in-house person/team for 
identifying threats and opportunities

 • Developed proactive counter measures
 • Collected additional data for analysis
 • Created a contingency plan
 • Implemented regular firewall testing.

Disruptive technology is defined by the 
survey as one that displaces an established 
technology and shakes up the industry or is a 
ground-breaking product or service that creates 
a completely new industry.

JPMorgan Chase’s Business Leaders Outlook 

survey was conducted online from November 
8 to 16, 2018 for small businesses (annual rev-
enues between $100,000 to $20 million) and 
from November 8 to 21, 2018 for middle mar-
ket companies ($20 million to $500 million). 
In total, 1,817 small and midsize business lead-
ers in various industries across the U.S. partic-
ipated in the survey. For year-over-year trends, 
current data is compared to data collected in 
the first quarter of previous years. The results of 
this online survey are within statistical param-
eters for validity, and the error rate is plus or 
minus 2.5% for the small business findings and 
plus or minus 3.36% for the midsize business 
findings, both at the 95% confidence level.

JPMorgan Chase & Co. is a leading global finan-
cial services firm with assets of $2.6 trillion and 
operations worldwide. The Firm is a leader in 
investment banking, financial services for con-
sumers and small businesses, commercial banking, 
financial transaction processing, and asset manage-
ment. A component of the Dow Jones Industrial 
Average, JPMorgan Chase & Co. serves millions 
of customers in the United States and many of the 
world’s most prominent corporate, institutional 
and government clients under its J.P. Morgan and 
Chase brands. Information about JPMorgan 
Chase & Co. is available at jpmorganchase.com.

Businesses Anticipate Continued Growth in 2019 
91% of businesses plan  
to maintain or increase  
capital spending

104-121_economic_forecast_supp.indd   121 1/23/19   1:08 PM



122   LOS ANGELES BUSINESS JOURNAL – CUSTOM CONTENT       JANUARY 28, 2019

1 Economic Markets & Access to 
Capital panelists Jennifer Post 
(Thompson Coburn) Paul Rahimian 
(Parkview Financial) Brent Williams 
(City National Bank) and Todd 
J. Walklett (Covington Capital 
Management).

2 Attendee Monisha Coelho (Adli 
Law Group).

3 Event attendees.

4 Gold sponsor attendees (City 
National Bank).

5 Michael Chang and Rodrigo 
Gonzalez (DEODAGE Corporation).

6 Event attendees.

7 Attendee Maria Salinas (LA Area 
Chamber of Commerce).

8 Attendees Ronna Lubash (Pacific 
Western Bank) John Merille (White 
Oak Commercial Finance).

9 Gold sponsor Kenneth Tindall (CBIZ 
MHM) with Marcos Serpas (Canoga 
Park WorkSource Center).

AT THE EVENT1 2

3 4 5

6 7

8 9
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