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Further Decreases Anticipated
After adjusting for accounting aberra-
tions, taxable sales during July through
September declined 2.9% from the
same quarter of 2000.

The inland regions of the state tended
| to trail the coastal regions. Only San
Francisco and portions of the Silicon
Valley posted significant gains.

Autos, lumber/building materials and
fuel were the pamary losers. New car
receipts were down 13.3% from the
same quarter one year ago while reve-
nues from building/construction ma-
terials dropped 11.3% and fuel 6.1%.
Back to school shopping helped boost
family apparel sales for the quarter but
the gains were largely offset by a drop
in demand for home furnishings and
large appliances. Receipts from gener-
al consumer goods as a whole ended at
only 0.7% higher than the third quar-
ter of 2006.

Restaurants continued to be a source
of growth exhibiting a 3.9% statewide
gain over third quarter 2006 with even
larger increases in the North Bay and
Central Coast regions.

Capital purchases by manufacturers/
exporters of high tech equipment and
supplies also helped offset other de-
clines with gains in business-to-busi-
ness sales second only to the restau-
rant group.

The Remaining Fiscal Year ...
Fourth quarter sales results will not be
available until the end of March. Pre-
liminary reports indicate that holiday
spending on general consumer goods
increased only 2.2% over 2006 but that
redemption of gift cards could boost
January-February sales more than had
been anticipated. Further declines are
expected in receipts from auto sales.
Prognostications for 2008 are blurred
by wide differences among economists
on how much further the economy will
drop and on when a recovery might
begin. However, most agree that the

decline will continue through at least
the first half of 2008 and pos-sibly
longer.

Analysts predict a further decrease of
6.0% to 6.5% in auto sales in 2008
with a recovery in that sector not ex-
pected untl mid 2009. Sales of gen-
eral consumer goods are expected to
grow only 2.0% to 2.5% overall with
solid gains in electronics but weaken-
ing performance for apparel, mid-tier
department stores and mall shops.
Building and construction material
sales could bottom out in mid 2008
with commercial, utlity and public
construction projects helping offset
further losses from housing construc-
tion setbacks. However, a recovery
in housing construction will be more
gradual and is not expected unal late
2010 or 2011.

Business-to-business sales may level
off in the first half of 2008 but, as
long as export demand stays strong,
analysts do not expect actual declines.
As always, the trends for an individual
jurisdiction will vary with the specific
make-up of its tax base.
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