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About the Institute

The global economy has never been more complex, more interconnected, or faster moving. Yet economists,
businesses, nonprofit leaders, and policymakers have lacked access to real-time data and the analytic tools to
provide a comprehensive perspective. The results—made painfully clear by the Global Financial Crisis and its
aftermath—have been unrealized potential, inequitable growth, and preventable market failures.

The JPMorgan Chase Institute is harnessing the scale and scope of one of the world’s leading firms to explain the
global economy as it truly exists. Its mission is to help decision-makers—policymakers, businesses, and nonprofit
leaders—appreciate the scale, granularity, diversity, and interconnectedness of the global economic system and
use timely data and thoughtful analysis to make more informed decisions that advance prosperity for all. Drawing
on JPMorgan Chase’s unique proprietary data, expertise, and market access, the Institute develops analyses and
insights on the inner workings of the global economy, frames critical problems, and convenes stakeholders and
leading thinkers.

The JPMorgan Chase Institute is a think tank dedicated to delivering data-rich analyses and expert insights for the
public good.
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Introduction

With a GDP of $501 billion, the San Francisco metropolitan area is the sixth largest economy in the U.S. and an important hub in the
global economy.! The median household income in San Francisco is $96,265 and there are 99,307 small, non-employer establishments.?
Moreover, the unemployment rate is more than a percentage point lower than the country as a whole and average hourly wages are
$10 more than the national average.? While the overall economy in San Francisco is strong, there is significant variation in household
and small business financial outcomes.

To better understand the financial lives of U.S. households and small businesses, the JPMorgan Chase Institute explored questions of
economic relevance through the lens of de-identified transaction and account summary data from over 70 million consumers and 2.5
million small businesses. These data allowed us to provide localized insights on the San Francisco economy, including trends in out-of-
pocket healthcare spending, Online Platform Economy participation and revenues, local commerce, and small business financial outcomes.
Our local commerce and Online Platform Economy data allow us to observe trends at the San Francisco metropolitan area level, whereas
our small business data are aligned to San Francisco city limits, and our healthcare research observes trends at the county level.

Research Theme Measurement Area
Online Platform Economy San Francisco Metropolitan Area
Local Commerce San Francisco Metropolitan Area

Figures 11-14: San Francisco City and County
Small Business . . .
Figures 15-16: San Francisco Metropolitan Area

Out-of-pocket Healthcare Spending San Francisco City and County



Online Platform Economy

Drivers and Lessors in San Francisco See Above Average Revenues

American households experience significant income and expense volatility. The Online Platform Economy has created a new marketplace
for work by providing flexible, highly accessible opportunities to generate earnings that have the potential to help individuals buffer
against income and expense shocks. JPMorgan Chase Institute research has divided the Online Platform Economy into four key sectors:
transportation, leasing, selling, and non-transport work. In the JPMorgan Chase Institute report, The Online Platform Economy in
27 Metro Areas: The Experience of Drivers and Lessors, we leveraged de-identified data from 2.3 million families participating in the
Online Platform Economy to track supply-side participation, revenues, and engagement rates in two sectors—transportation and
leasing—across 27 metro areas.

We observed strong secular national trends in two of the sectors, transportation and leasing, starting in 2013. Nationwide, transportation
sector participation—measured as the fraction of our sample generating income through a transportation platform in any given
month—increased by more than a factor of 20 from 2013 to 2018, while average monthly revenues declined by half. On the leasing
side, we found that participation rates tripled nationwide while average monthly revenues doubled.

These national trends tell a story that is consistent across many metro areas. In the transportation sector, average revenues fell by
40 percent or more in 15 metro areas and did not increase in any metro area, whereas participation rates increased in every area
we tracked. In San Francisco, transportation sector participation increased from 0.17 percent in the first ten months of 2013 to 1.85
percent in the first ten months of 2018, and average driver revenues decreased by 27 percent from $1,696 in the first ten months of
2013 to $1,231 in the first ten months of 2018. In seven cities, there were too few participants in 2013 to present the area average,
and so those are rolled into the residual group which we label “Everywhere Else.”

Figure 1: Change in average monthly revenues and participation, transportation sector

Change in participation in transportation platforms
from Jan-Oct 2013 to Jan-Oct 2018

Change in average monthly revenues in transportation platforms
from Jan-Oct 2013 to Jan-Oct 2018

Bridgeport i -87% San Francisco +1.7%
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Everywhere Else | -74% Atlanta +1.6%
Denver jm -58% San Diego +1.2%
San Diego -62% Dallas +0.9%
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Portland, OR e 510/, HouStoN  p—— +0.8%
Austin o, Miami +1.5%
$0 $1,000 $2,000 $3,000 $4,000 0% 0.6% 1.2% 1.8%

2013 @ 2018 San Francisco 2013 @ San Francisco 2018

Source: JPMorgan Chase Institute

On leasing platforms, participation rates increased in every area, while average monthly lessor revenues doubled or more in 21 areas
and increased in all 28. In San Francisco, leasing participation doubled from 0.11 percent in the first ten months of 2013, to 0.22
percent in the first ten months of 2018.
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Figure 2: Change in average monthly revenues and participation, leasing sector

Change in average monthly revenues in leasing platforms
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Along with these strong secular trends, we found that there is significant variation across cities at any point in time. Specifically, we
looked at differences in participation rates, average monthly revenues, and engagement rates in October 2018. We defined engagement
as the fraction of October 2018 participants who also earned platform income in eight or more months over the previous year. We
focused on the month of October because it typically does not display a seasonal peak or trough in terms of income or spending. In
the transportation and leasing sectors, we found that participation and revenues were positively correlated, but there were telling
exceptions to that pattern.

In the transportation sector, San Francisco had the highest driver participation—just under two percent—and had the highest revenues
of any metro area ($1,508 per driver in October 2018). We found that patterns in engagement reflect patterns in revenues; San
Francisco had one of highest engagement rates at approximately 15 percent.

Figure 3: Transportation sector participation, average revenue, and engagement varied widely across metro areas

Percent of drivers active for 9 months
or more in the 12 months up to October 2018

Fraction of sample generating income from
transportation platforms in October 2018
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Participation on leasing platforms is limited, but there is still significant variation across areas in terms of average monthly lessor
revenues and engagement rates. In October 2018, San Francisco had comparatively high average monthly lessor revenues ($2,812
per lessor), moderately high participation (0.21 percent), and high engagement (about 17 percent).

Figure 4: Leasing sector participation, average revenue, and engagement varied widely across metro areas

Fraction of sample generating income from Average monthly revenues among Percent of lessors active for 9 months
leasing platforms in October 2018 active lessors in October 2018 or more in the 12 months up to October 2018
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Source: IPMorean Chase Institute

Interestingly, San Francisco’s average driver and lessor revenues stood out for being significantly higher than other cities with similar
participation rates in October 2018. Several supply- and demand-side factors are likely to play a role in explaining why particular
cities stand out from the overall pattern, including regulation, vehicle ownership, hotel occupancy rates, and metro area density.

We found that metropolitan areas with larger incumbent industries as the Online Platform Economy emerged had higher participation
and higher average revenues in the corresponding platform sectors. The measure of incumbent industries provides an indicator of
the potential market size for new transportation and leasing service providers, thereby pointing at the demand side of the Online
Platform Economy. Additionally, every local characteristic we explored that was associated with higher levels of participation was
also associated with higher average monthly revenues. This suggests that rising participation does not directly cause falling average
revenues, which are two coincident trends we observed in prior research.



Local Commerce

Younger and Lower Income Consumers Contribute the Most to Spending Growth in San Francisco

Consumer spending makes up more than two thirds of GDP.*
The JPMorgan Chase Institute’s Local Commerce research
provides insights into the decisions made by consumers
and businesses as measured by everyday debit and credit
card purchases. By leveraging our Local Commerce (LC)
lens, we provide a granular, transaction-level view into the
demographic and firmographic drivers of spending growth
in 14 U.S. cities. Moreover, we use customer and merchant
location to understand the distance at which a purchase was
made. With respect to spending growth, we generate two
complementary views:

«  The merchant view, which we feature in our Local
Commerce Index consists of credit and debit card
spending by over 64 million Chase customers at
merchants located across 14 U.S. metro areas.

«  The consumer view, which we first explored in our
report Shopping, Near and Far: Local Commerce
in the Digital Age, consists of four billion credit
and debit card transactions made by 7.7 million
consumers residing within 14 U.S. metro areas.

We leverage the merchant and consumer views of local
spending to observe year-over-year growth in San Francisco,
as well as demographic trends.

Year-Over-Year Growth

Box 1: Inclusion criteria for Local Commerce

MERCHANT

Local Non-Local
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The Local Commerce Lens is framed along customer
location, merchant location, and transaction channel. These
dimensions lead to six different groups of transactions.
The customer and merchant location determine the spatial
distance at which the transaction occurred, while the online/
offline channel determines to what extent the distance
between the consumer and merchant matters.

Figure 5: Year-over-year growth is consistently higher in the consumer view

10%

8%

6%

4%

2%

Growth rate

0% =
2%

-4%

Jul 2015 Jan 2016 Jul 2016

Local Commerce — Consumer —— Local Commerce — Merchant

Jan 2017 Jul 2017 Jan 2018

Source: JPMorgan Chase Institute
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Comparing the topline year-over-year (YOY) growth rates in spending across the consumer and merchant lenses reveals that, in every
month, spending by San Francisco residents grew faster than spending at San Francisco establishments. As noted in Box 1, spending
by residents includes residents’ spending at establishments in other locations, while spending at San Francisco establishments
includes purchases from residents of other localities. Insofar as spending by residents (consumer view) is increasing faster than
spending at establishments (merchant view), the gap in growth rates highlights the role of remote purchasing (e.g. online commerce)
as a large and growing component of San Francisco residents’ everyday spending behaviors, especially in comparison to locally-
based spending.

While the overall growth figures provide a high-level view of the vibrancy and overall health of the San Francisco economy,
disaggregating this growth by customer and establishment characteristics provides crucial context and detail on which groups of
people and businesses are contributing to overall growth. Figures 6-10 examine growth in San Francisco by characteristics presented
in the merchant view of everyday spending found in the Local Commerce Index.

Demographic Characteristics - Age and Income

Figure 6: Consumers under 35 consistently contribute to growth

Growth contribution

®<25 25 -34 35-44 @ 4554 @55-64 @ 65+ Source: JPMorgan Chase Institute

In San Francisco, younger consumers under the age of 35 tended to contribute more to growth compared to their older counterparts.
Over the course of the series, consumers under 35 contributed an unweighted average of 1.5 percentage points to an unweighted
average topline growth number of 1.5 percent.

Throughout the lifespan of the series, consumers under the age of 35 have never subtracted from spending growth in San Francisco.
This highlights the important role that younger consumers have in driving spending growth at local merchants.
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Figure 7: Lower income consumers consistently contribute to growth
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Similar to age, consumers on the lower end of the income spectrum tend to contribute the most and most consistently to growth.
In fact, consumers in the first two income quintiles combined have never subtracted from growth. Over the course of the series,

consumers in the first two income quintiles contributed an unweighted average of 1.4 percentage points to an unweighted average
topline growth number of 1.5 percent.

In particular, consumers in the first income quintile have contributed the most to spending growth at San Francisco merchants 50
out of the 60 months we observe in our series, the most number of times of any income quintile.

Spatial Characteristics - Location of Consumer Relative to Merchant

Figure 8: Growth contributions are highest for non-local spending
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In the Local Commerce Index, spending by residents that live in the same Public Use Microdata Area as the establishment is
considered “Same Neighborhood” spending. Relatedly, spending from other San Francisco residents and spending from consumers
that live outside of San Francisco are considered “Same Region” and “Different Region” spending, respectively. The location of the
consumer relative to the merchant gives a sense of the extent to which the growth (or decline) in spending remains in the community.

In San Francisco, we observe that contributions to spending growth mostly come from transactions in which the consumer was from
a different region than the merchant. Over the course of the series, spending by those consumers from a different region than the
merchant contributed an unweighted average of 1.2 percentage points to an unweighted average topline growth number of 1.5 percent.
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Firmographic Characteristics - Product Type and Business Size

Figure 9: Spending on other services tends to contribute the most to growth
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In San Francisco, spending at providers of other services (e.g. medical providers, accountants, professional services) tended to
contribute the most to growth. Over the course of the series, spending at other services providers contributed an unweighted
average of 1.1 percentage points to an unweighted average topline growth number of 1.5 percent.

Following other services providers, substantial contributions to growth were made by spending at restaurants and non-durables (e.g.
groceries, clothing) providers, each contributing an unweighted average of 0.7 and 0.4 percentage points to overall growth over the
course of the series, respectively.

Figure 10: Small businesses contributed the most to growth over the series
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Looking at firm size, the spending growth contributions by small businesses play an important role in overall growth in San Francisco.
Although medium-sized businesses contributed the most to growth the most number of times over the course of our series, it was
small businesses that had the largest unweighted overall average growth contribution of 0.7 percentage points.

Spending at small businesses contributed an unweighted average of 0.7 percentage points to an unweighted average topline growth
number of 1.5 percent over the course of the series. Spending at small businesses has been a nearly consistent contributor to overall
growth, subtracting from overall growth only eight months in total.

10



Small Business

Small Businesses in San Francisco Have the Highest Revenue Growth

Small businesses are a pillar of urban economies, making substantial contributions to economic growth and dynamism. In the
JPMorgan Chase Institute report, The Small Business Sector in Urban America: Growth and Vitality in 25 Cities, we analyzed
differences in financial outcomes in the small business sector across some of the largest cities in the U.S., providing a lens into the
composition and contributions of different types of firms to the aggregate revenue growth and exit rates of the small business sector.
Our research leveraged deposit data from 290,000 small businesses that bank with Chase and suggested that small businesses in
San Francisco are generally thriving.

Consistent revenue streams are critical for small businesses, fueling their ability to not only survive, but potentially grow. We found
that the small business sector in San Francisco had the highest level of revenue growth compared to 24 other major U.S. cities, as the
aggregate revenue of small businesses operating in San Francisco grew 2.6 percent annually over a period of four years.

Figure 11: Annualized revenue growth rate for small businesses varies across cities
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While the region’s reputation as a Figure 12: Contribution to growth rate, by industry in San Francisco
technology hub, relative to other cities we
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small business revenue growth in San
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firms second. Revenue growth contributions
are net positive for restaurants (0.14
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which had relatively high and sustained
contributions to spending growth in our
Local Commerce analysis.
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Moreover, our analysis showed that San Francisco was one of the few cities where both new firms (<1 year old) and young firms
(1-10 years old) made positive contributions to growth. This suggests that vibrancy in the small business sector in San Francisco is
not concentrated only among new firms but rather sustained across firms of all ages. However, new firms grew the fastest in San
Francisco. New firms grew 9.8 percent annually, with most of this growth concentrated in the top five percent of firms as defined by
their total dollar value change in revenue from 2013 to 2017.

Figure 13: Contribution to revenue growth by firm age
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In the JPMorgan Chase Institute report Growth, Vitality, and Cash Flows: High-Frequency Evidence from 1 Million Small Businesses,
we proposed a segmentation of small firms based on size, complexity and dynamism as a way to identify the contributions of
different small business segments to the U.S. economy. In San Francisco, we found that organic growth firms, which are characterized
by their intent to grow out of operating profits rather than the use of external financing, experienced the largest revenue growth.
Moreover, within the top five percent of new firms, over 70 percent were organic growth firms. In contrast, stable micro firms, which
are characterized by having no or very few employees, actually saw revenue declines. Additionally, while the share of financed
growth firms is only three percent across the entire sample, some metro areas had a much higher concentration of these firms than
others. More than four percent of all small firms in the San Jose and San Francisco metro areas were in the financed growth segment.

Figure 14: Contribution to growth, by segment
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THE SAN FRANCISCO ECONOMY: HOUSEHOLD AND SMALL BUSINESS FINANCIAL OUTCOMES

In our report, Gender, Age, and Small Business Financial Outcomes, we observed small business financial performance, with a specific
emphasis on differences in outcomes by owner age and gender. Overall, female-owned firms generated median first-year revenues
that were about 34 percent lower than median revenues of male-owned firms. Firms founded by women were smaller than firms
founded by men in every metropolitan area, though the size differential varied by location. In San Francisco, female-owned firms had
$62K first year revenues whereas male-owned firms generated $94K their first year.

Figure 15: Median first-year revenues for female- and male-owned firms, by metro area
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Additionally, we observed that young business owners under the age of 35 typically started smaller firms. In San Francisco, small business
under 35 generated $78K in first-year revenues, whereas owners 35-54 generated $107K and owners 55 and over generated $105K.

Figure 16: Median first-year revenues, by age group and metro area
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Out-of-Pocket Healthcare Spending

San Francisco Second Highest for Healthcare Spending Among California Counties

Healthcare spending is linked to families’ cash flows, Figure 17: From 2016 to 2017, out-of-pocket healthcare

and these dynamics affect not just when people pay  spending grew the most in California

for healthcare but also when they consume it. In the California had the highest growth in healthcare spending from 2016-2017
JPMorgan Chase Institute report, On the Rise: Out-of- Percent change in healthcare spending (2016 to 2017)

Pocket Healthcare Spendingin 2017, we explored families'
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growth rates exceeded ten percent from 2014 to 2017. In
fact, there were a total of 13 counties in California that had
average annual growth exceeding ten percent during this
time period. High-income groups generally tended to spend more on healthcare. These coastal areas in California have high income and
high costs of living, which may translate to high county averages in healthcare spending, leading to the geographic gradient we observed
in county-level maps. However, it is noteworthy that the growth in these high-income counties exceeded the growth in spending across
the 23 states we observed even among the high-income group. This underscores that these coastal regions in California, including San
Francisco, have experienced considerable growth in healthcare spending during the last few years and especially in 2017.
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! Relative standard error is greater than 30%. Source: JPMorgan Chase lnsttute

Figure 18: California saw high growth in out-of-pocket healthcare spending in 2017, especially in coastal areas
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THE SAN FRANCISCO ECONOMY: HOUSEHOLD AND SMALL BUSINESS FINANCIAL OUTCOMES

Figure 19: California saw high growth in out-of-pocket healthcare spending in 2017, especially in coastal areas

Marin, San Francisco, and San Mateo are California's top 3 counties for healthcare spending in 2017
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Conclusion

These insights provide a multi-faceted view of the financial health of San Francisco residents and small businesses.

Our geographically granular view of household spending can measure economic vibrancy and highlight local fiscal dynamics. Local
leaders can use these data to better understand the economic activity of their jurisdiction, as well as how the locus of economic
activity is changing over time. Additionally, our data provide a lens into small business aggregate revenue growth and exit rates—two
key dimensions that characterize the economic health of the small business sector across cities. To the extent that there are specific
and transferrable small business programs or policies that enable growth without impairing survival in cities, San Francisco could
serve as a useful model given its relatively high small business revenue growth rates compared to exit rates.

Endnotes

1 U.S. Bureau of Economic Analysis, 2017.

2 U.S. Census Bureau, 2017.

3 Bureau of Labor and Statistics, San Francisco Economic Summary, March 2019.

4 Bureau of Economic Analysis, National Income and Product Accounts.
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