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A BUBBLE IS FORMING: FINANCIAL FROTH, HISTORIC INFLATION, MASSIVE FEDERAL DEBT ALL 

POINT TO A FUTURE CORRECTION; NEAR-TERM FORECAST STILL REMAINS STRONG 
Russia’s Invasion of Ukraine Unlikely To Shake U.S. Economy 

California Median Home Price Now Double the National Figure  
  

March 10, 2022—LOS ANGELES, CALIFORNIA — The overheated U.S. economy continues to boil, and an 
unsustainable bubble has ‘officially’ formed around everything from the stock market to real estate to 
venture capital to cryptocurrencies, according to Beacon Economics‘ latest outlook for the United States 
and California. This market frenzy has been driven by cash, which was generated by massive Federal 
government borrowing and a dramatic increase in the nation’s money supply. 

“After COVID hit, the stimulative interventions in the economy were vastly more than what was 
necessary and that has created hyperactive conditions where asset prices have grown to levels that 
simply are not supported by the underlying fundamentals,” said Christopher Thornberg, Founding 
Partner of Beacon Economics and one of the forecast authors. “When the markets fully recognize this, 
there will have to be a correction to bring things into line – just how painful depends on how warped the 
fundamentals become in the months and maybe even years ahead – but one thing we do know is that 
the longer the bubble grows, the worse the crash will be.” 

The good news, according to the forecast, is that a correction is not on the immediate horizon. For now, 
private sector debt growth remains steady, credit quality high, bank lending and most bond markets 
appear restrained outside of pricing, and levels of real investment are not growing at a worrisome pace.  

Pent-up consumer demand, largely driven by all the excess cash, is also at the core of the highest pace 
of inflation seen in the United States in 40 years, currently 7% and forecast to climb even higher in the 
coming months, according to the outlook (Editor’s note: As this outlook was being distributed, U.S. 
inflation was reported to have risen to 8%). 
 
To prevent or soften the coming correction, the nation is in desperate need of fiscal and monetary 
responsibility by its elected leaders, argues the new forecast. “What really needs to happen is for 
policymakers to rapidly focus on this looming crisis and move to close our colossal Federal deficit, 
reduce stimulus efforts, and shrink the money supply,” said Thornberg. “Unfortunately, we don’t 
realistically see these conversations happening in our deeply partisan political environment.” 
 
Looking out across 2022, the new outlook is forecasting U.S. inflation to rise to 8.1% by the end of the 
first quarter, then decline over the rest of the year to reach 6.8% in the fourth quarter. Throughout the 
year, unemployment is also forecast to steadily decline while payrolls will steadily increase.   
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Additional Key Findings: 
 

• The nation’s Federal debt is piling up at a shocking pace—growing to over $8.4 trillion in the last 
five years, $5.5 trillion in just the last two. This represents a 60% increase.  
 

• Russia’s invasion of Ukraine is a horrific human tragedy and a geopolitical crisis, but it is not 
likely to deeply affect the U.S. economy. The United States is not a major buyer of Russian oil 
and gas exports, and in the aggregate, U.S. consumers are less sensitive to gas prices than they 
used to be due to fuel efficient vehicles, the ease of home delivery, and reduced commuting.  
 

• California’s GDP has effectively returned to its pre-pandemic trend, marking a complete 
recovery in that metric. In 2022, GDP could push even higher than trend but only in the short 
term. The state’s output should return to its long-run average as the wealth buildup that 
occurred throughout the pandemic diminishes. 
 

• Housing scarcity has pushed median home prices in California above $650,000, double the 
national figure. The specter of higher interest rates will weigh on price appreciation in 2022 
although home prices in the state are forecast to continue rising, stretching to just above 
$700,000 by the middle of 2023. 
 

• Having regained just 72% of the jobs lost at the onset of the pandemic, California continues to 
lag the nation in its employment recovery. As of December 2021, there were still 768,600 fewer 
people employed in the state compared to February 2020. However, in 2021, California added 
jobs at a faster rate. “The recent outperformance of the state’s labor market is not too 
surprising and should continue in 2022,” said Taner Osman, Research Manager at Beacon 
Economics and one of the forecast authors. “California simply has more room to grow.” 
 

• Coastal California has seen rent increase by approximately 3% since the first quarter of 2021. At 
the same time, rent in the state’s inland communities has surged by 16%. This is likely driven by 
the ability of residents to work remotely during the pandemic and move to more affordable 
markets, increasing demand significantly. As people return to their places of work, it will place 
upward pressure on coastal rents in 2022.  
 

### 
 

Beacon Economics LLC is an independent economic research and consulting firm based in Los Angeles.  
Learn more at www.BeaconEcon.com. 

 


