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House Prices Will Weaken Slightly in 2010 Before Strengthening
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House prices in Sonoma County will drop moderately in the first half
of 2010 before strengthening. An increase in foreclosures will drive
down prices moderately after the gains of last year. However, the addi-
tional price declines will be small especially compared with other hous-
ing markets in Northern California. The price declines will increase
housing affordability for first-time buyers—Ilast year’s price apprecia-
tion partially reversed some of the gains in affordability and made it
difficult for some formerly discouraged buyers to re-enter the market.

Sonoma County Tech Firms Receive Increased Investments
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Renewed investments in some Silicon Valley technologies—principally
networking equipment—provide some upside risk for Sonoma County
in the near term. While the number of communications equipment
firms in “Telecom Valley” fell by almost 40% from its peak in 2003 to
today, many of the remaining companies have deep linkages with com-
panies in Silicon Valley. Interest in networking equipment remained
relatively strong during the recession and its aftermath amid strong
interest by companies in cutting travel costs and increasing the produc-
tivity of workers.
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Another weight on the insurance industry has been
a rising rate of fraudulent claims. This can be expected
during times of rising unemployment and financial
duress. The depth of the recession has amplified this
trend. For example, the California Department of Insur-
ance reports suspected fraudulent vehicle arson
claims rose 25% in 2008, the most recent data avail-
able.

Improving economic conditions over the coming
two years will allow companies to consider expanding
policies to additional customers and perhaps new
service centers. The deep recession has reduced the
size of the industry in Sonoma County. Employment at
the county's insurers fell by 170 workers to the middle
of 2009 from a year earlier—a decline of 8%. The
county's largest single employer in the industry is
State Farm Insurance, with approximately 475 workers.

Creative Cluster. Employment in Sonoma County's
creative cluster of industries, which includes creative
arts, technology services, and related professional
services, contracted through the middle of 2009.
Accounting, architecture and engineering were
among the hardest-hit components of the cluster in
terms of job losses amid cost-cutting by businesses.
Motion picture and video industries were the sole
component of the cluster to register an increase in
payrolls from a year earlier—boosted by improving
credit and advertising conditions for film and televi-
sion studios.

Employment within the cluster's components of
science and engineering; architecture and design;
management and finance; education; and arts, music
and entertainment amounts to 7% of total county
employment. This is slightly under California's share
but above the U.S. average.

The environment for venture capital investment, the
lifeblood for several components of the economy's
creative cluster, will improve moderately in 2010 on
the strength of improving financial markets and U.S.
economic conditions. Venture capital placements rose
during the second half of last year, although they
remain below their 2008 peak. Computer networking
and equipment industries were among the Bay Area
tech industries with rising venture capital placements
last year. This provides some upside potential for existing
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