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DC Economy Strong
and More Diverse – But
Must Prepare for Challenges

A

lthough the Washington, D.C.-area economy is strong and increasingly tech-focused, upcoming challenges for
the market could include higher interest rates, a lack of affordable housing for young families and disruptive
competition for hoteliers. These are just a few of the takeaways from a recent dinner discussion among experts
from a wide variety of local industries – including law, banking, architecture, hospitality, technology, venture capital,
nonprofit healthcare, accounting and commercial real estate.
The June 12 discussion was moderated by James MacGregor, market president and publisher for the Washington Business
Journal, and sponsored by Los Angeles-based City National Bank, which opened its D.C. regional center earlier this year.
A subsidiary of Royal Bank of Canada, City National has $48.7 billion in assets and offers financial products and services
ranging from wealth management and estate planning to asset management and personal loans.

The community has welcomed
the new regional center with open
arms, said Chris Hartman, a 20-year
veteran of Washington banking
who’s now a senior vice president
and private banker with City
National in D.C.
“I can tell you, folks walk into
our offices every day – attorneys,
professionals and business
owners in DC – and we spend
time understanding their financial
objectives and deliver solutions to
solve their immediate and longer
term needs,” he said. “We become
their trusted partner.”
The D.C.-area economy that
City National entered is “very
strong,” said Juan Jara, a senior
vice president and market manager
with the bank. For instance, the
region’s 3.2% unemployment rate
is below the national average and
is “very low for a major metro
area.” In addition, the median home
price in Greater Washington – now
$700,000 – has increased every
year since 2010.
“We are witnessing aggressive
growth in every city and county in
D.C., Maryland and Virginia,” Jara
said. “Large national companies
are choosing this region for their
headquarters relocation, and with
these moves, more residents are
coming to Greater Washington.”
During the dinner event,
attendees weighed in on the local
economic outlook for 2019. The
verdict is “so far, so good,” said
Todd Stokes, managing partner for
the DC Metro office of Baker Tilly
Virchow Krause LLP, a full-service
accounting and advisory firm
serving the DC area for over 40
years. And he’s optimistic about the
coming months.
“I think most of the industries
we serve are coming off a pretty
solid year, and they’re bullish on the
future,” Stokes said. “I think there’s
a lot of opportunities out there,

especially in real estate. We’re
seeing significant investments and
access to capital.”
Ernie Jarvis, CEO and managing
principal of Jarvis Commercial Real
Estate in D.C., agreed with Stokes’
assessment.
“I get a call a week from a fund
[manager] who says, ‘We want
to invest a billion dollars in the
Washington region,’ and I say, ‘Get
in line,’” Jarvis said. “I mean there’s
so much capital here.”
He attributes this strong interest
to the stability of the federal
government: “The financial markets
in New York are strong. The tech
markets in San Francisco are
strong. And right behind those
two markets, people really want to
invest in D.C.”
It’s worth noting, however,
that the Federal Reserve has
aggressively raised rates since the
Great Recession, including twice
already in 2018, and City National
predicts there will be two more rate
hikes by year-end and potentially
three more in 2019. Increases
reflect the central bank’s strong
outlook on the U.S. economy,
inflation and the employment
situation, Hartman said.
“But a byproduct of rising rates
is obviously higher borrowing costs
for consumers and businesses with
floating debt,” he continued. “We’ve
already seen this have an impact on
clients and it will continue to affect
plans for families and businesses
going forward.” All the more reason,

“I CAN SEE THE TECH
ECONOMY GROWING.
I CAN SEE PEOPLE
GETTING EXCITED TO
COME INTO THE AREA.
THE CITY’S GOT A
GREAT VIBE.”
STEFAN MIDFORD
Founder and CEO, Natural Insight

Hartman added, “to make sure that
your financial partner is not only
growing your business and your
wealth, but also working with you to
protect and preserve it.”
The tourism and hospitality
industry is a major component
to the health of the D.C.-area
economy, and it’s facing a few
challenges. First, although domestic
travel to the District has grown
for eight consecutive years, fewer
international visitors are coming.
Second, post-recession in part
fueled by foreign investments,
the local supply of hotel rooms
increased by 23 percent, said
Thomas Penny III, president
of Bethesda- based Donohoe
Hospitality Services LLC. Even
though demand and occupancy
are up, rate growth has not been
as strong, largely because of the
increased supply.
“We’re optimistic that on the
other side of 2020, when we get
more” major conventions that block
large numbers of hotel rooms “to
offset the new supply, we’ll be in a

“A BYPRODUCT OF RISING
RATES IS OBVIOUSLY HIGHER
BORROWING COSTS FOR
CONSUMERS AND BUSINESSES
WITH FLOATING DEBT.”
CHRIS HARTMAN
Senior vice president and private banker,
City National Bank

stronger position,” Penny said.
The third challenge facing the
hospitality industry is, of course,
Airbnb. Hotel companies are being
spurred to unveil new brands and
try out-of-the-box ideas.
D.C.-based Revolution, for
example, recently announced an
investement in WhyHotel, said
David Hall, a partner at Revolution’s
Rise of the Rest Seed Fund.
“It basically rents out un-leased
multifamily units like a hotel,”
Hall explained. “They launched
the model in D.C. during the
inauguration ... and have been
successful so will be expanding to
Baltimore. They partner with the
developer, take over the whole
apartment complex and operate it
like a hotel”
To Penny, innovation, continued
investment and delivering unique
experiences are vitally important to
staying competitive and relevant in
a changing hospitality landscape.
“It’s a time of high risk, high
reward,” he said. “The shared
economy and emergence of new
brands demand that hoteliers be
nimble and thoughtful to continue
to expand share and maintain and
grow margins.”
On the plus side, Greater
Washington is becoming a true
technology center, said Stefan
Midford, founder and CEO of
Sterling, Va.-based Natural Insight,
which delivers enterprise-grade
cloud software to the global retail
industry.
“When we started the company,
it still felt like a government
contractor town,” he said. “But now
I can see the real difference. I can
see the tech economy growing. I
can see people getting excited to
come into the area. The city’s got a
great vibe.”
Hall, at the venture seed fund,
said he recently closed two local
deals in distinct sectors. One was

in cyber security, which might be
expected in the D.C. region, but
the other was a B2B provider of
enterprise solutions.
“We’re seeing the next
generation of business founders
starting companies based here in
Washington following the era of AOL
and LivingSocial,” Hall said. “The
great thing is, it’s not just cyber and
it’s not just the Dulles tech corridor,
it’s a region-wide trend.”
Hall added that he’s seeing
increased venture competition in
D.C. from both coasts, as well as
from Richmond and Atlanta.
“So I’m super bullish about
Greater Washington as a technology
center,” he said. “I’m very excited
about both the growth and, more
importantly, the diversity and the
different types of companies.”
Also growing is the multifamily
housing market, according to
Yolanda Cole, senior principal and
owner at District-based Hickok Cole
Architects and chair of the Urban
Land Institute. Her firm “got into
multifamily probably 10, 12 years ago
and rode it upwards,” she said, to the
point that Hickok Cole is increasingly
working on larger and more complex
mixed-used projects.
Cole noted that lots of apartment
buildings have sprung up to attract
and house an “enormous number” of
millennials. She’s concerned that, as
those young residents start families,

they’ll no longer be able to afford
city life.
“Now that they’re having kids,
they don’t all necessarily want to go
to the suburbs,” she said. “But they
don’t have a means to stay, because
the housing prices are pushing
them out relative to size. We need
to explore new housing products to
house this cohort at prices they can
afford.”
Andrew Palmieri shares Cole’s
concern. He is a co-managing
partner and commercial real estate
attorney with the District office
of regional law firm Saul Ewing

“IT’S BEEN A BIG
GOAL OF THE BANK
TO EXPAND IN OUR
NATION’S CAPITAL, AND
WE’RE EXCITED TO BE
PART OF IT.”
JUAN JARA
Senior vice president and market
manager, City National Bank

Arnstein & Lehr, and he has seen the
D.C. area evolve over the past three
decades.
“We often think about affordable
housing and workforce housing
as a particular model,” Palmieri
said. “But middle class housing is
going to rise as well, so there are
a lot of unintended consequences
[of growth] that haven’t been part
of the dialogue yet. And it’s really
incumbent on people in the industry
and local government to be doing
the planning for that. And I’m not
seeing planning for that.”
On the other hand, it’s hard to
argue with the growth and changes
taking place at the Children’s
Hospital Foundation, which is based
in Silver Spring. For one, DeAnn
Marshall exceeded financial targets
in her first year as the foundation’s
president. She has also increased the
organization’s financial transparency
and instituted naming opportunities
within the hospital. (The hospital’s
biggest area, its atrium, is now
named for Costco Wholesale, which
“committed to a $25 million gift in
support of that naming opportunity,”
Marshall said.)
Landlocked and needing to
expand, the hospital will move a
portion of their research program
and establish a primary care center
by 2020 to four buildings on 12 acres
at the former Walter Reed Army
Medical Center in D.C. “And the

“IT’S A TIME OF HIGH
RISK, HIGH REWARD. THE
SHARED ECONOMY AND
EMERGENCE OF NEW
BRANDS DEMAND THAT
HOTELIERS BE NIMBLE
AND THOUGHTFUL TO
CONTINUE TO EXPAND
SHARE AND MAINTAIN
AND GROW MARGINS.”
THOMAS PENNY III
President, Donohoe Hospitality
Services LLC

vision for Walter Reed is a research
innovation campus,” Marshall said.
“And so we’re working with some
corporate partners to co-locate
there with us and to make it more of
an innovation hub.”
It’s this kind of forward-thinking
approach that has impressed
City National since its arrival in
Greater Washington. Although the
region was already home to many
financial institutions, “we bring
what others don’t,” said Jara, the
bank’s D.C. market manager. “We
are not a mass-market bank. We
bank successful entrepreneurs,
successful business owners, and
their businesses. It’s been a big goal
of the bank to expand in our nation’s
capital, and we’re excited to be part
of it.”
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