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O i i .
.Overwew of Economic Review

This chartbook provides a series of graphs, tables, and discussions that review changes in the global, U.S.
and Colorado economies. Based on data through Q1, the state is on track to add 67,000 to 73,000 jobs in

2016. This review is divided into the sections listed below.

Global and U.S. Economy The Colorado Economy
*  Global and U.S. GDP *  Overview
* U.S. Economy «  Population and Labor
— Labor »  Employment Forecast for 2016
— Risks and Reasons to Feel Optimistic » 2016 Colorado Employment by Performance Category

Summary of Outlook for 2016
Appendix

Between March 15 and April 14, the Bureau of Labor Statistics released benchmarked wage and salary employment data for
2015, jobs data through February 2016 , and employment data through Q1 2016. As a result, cber.co has produced
analyses for each of these BLS releases over the past month. For the remainder of the year BLS will release data around
the 20t of each month. That means there will be only one analysis produced each month for the remainder of the year.
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U.S. Economy
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® Summary of Key Data

® Global and United States Economy

Global GDP

2016 Global and Category Real GDP Growth

The current IMF forecast calls for slightly stronger growth in 2016
than in 2015; however, the rate of growth for 2016 was revised
downward in January and April.

*1Global 3.2%

*—Mature 1.9%

*TEmerging 4.1%

2016 Real GDP Growth in Advanced Economies
* |EuroArea 1.5%

* |Germany 1.5%

* —France 1.1%

* tltaly 1.1%

* |Spain 1.0%

» —Japan 0.5%

* UK. 1.9%

2016 Real GDP Growth in Emerging Economies.
* tFormer CIS States -1.1%

* tIndia 7.5%

» —Emerging and Developing Europe 3.5%

» —Brazil -3.8%

* |Mexico 2.4%

* tMiddle East 3.1%

* | Sub-Saharan Africa 1.2%

United States
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Real GDP - Annual Real GDP growth will be in the 2.3% to
2.7% range for 2016, similar to 2015. Most likely it will be below
the midpoint of that range.

Real Personal Consumption — Annual consumption growth
will be in the 2.6% to 3.0% range for 2016, i.e. the consumer
will continue to drive the economy.

U.S. Employment — The U.S. will add 2.7 million jobs in 2016.
Job growth is currently on target to reach that level of growth.

Unemployment Rate — Average unemployment for 2016 will be
4.6% to 4.8%.

Consumer Price Index — The CPl is estimated to increase by
1.7% in 2016. Through Q1 the U.S. CPI is close to 1.2%.

Price of a Barrel of Oil (WTI) - Qil closed the year at $36 per
barrel. In 2016 the price has varied from $26 to $41 per barrel.

Case Shiller Housing Prices - In 2015 U.S. housing prices
increased by 5.3%, but will appreciate at a slower rate in 2016.

Standard and Poor’s 500 — The S&P 500 posted a loss of
0.7% in 2015. It remained volatile through most of Q1 2016.

The U.S. economy will post solid growth in 2016.
4
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@Global Real GDP Growth % Changs Annual Global Real GDP Growth

8.0 1
o

7.0 -
In April the International Monetary Fund
updated its global forecasts. The IMF
forecasts for global, advanced economies, 6.0 -
emerging countries, and U.S. GDP growth
rates were lowered. Global GDP growth in
2017 will be slightly higher. 9.0 1

The IMF projected that global GDP growth
(green) in 2016 would increase at a lower

than anticipated rate because of slower ,/‘\'//‘
GDP growth in China (gold), market 30

volatility, and political developments

4.0 -

throughout the world. The IMF expressed ° ® ° ®
ggzgﬁgr;]s. about secular stagnation and 20 - —o — —
L
107 —-Global  -e-US. —e—Advanced
=e—Emerging China
w0 2013 | 2014 | 2015 | 2016 | 2017

Source: IMF, January 2016.
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@Real US GDP Growth Quarterly Real GDP Growth

% Change

Quarterly 8.0 -
7.0 -

6.0 -
Annualized real GDP growth for the 1990s 50 -
was 3.2% (green line). It was 1.8% for the '
2000s (red line) and 2.1% from 2010 to 4.0 1
2015 (purple line). 30 -

CAGR =3.2% the 1990s |  CAGR=1.8%the 20005

Real GDP growth for Q4 2015 was revised 20

upward to 1.4% and the total for the year 1.0 -
was 2.4%.

0.0 L L UL RN NN B LR R | LI LR 'RLLRERREEY Eannnnnl
Real GDP growth for recent years was: -1.0 1
2010 2.5% 2.0 -
« 2011 1.6% 30 -

« 2012 2.2% Real GDP growth for the period

X 40 - 2010 to 2015 has been greater
* 2013 1.5% than the annualized average for
* 2014 2.4% 07 the 2000s.
* 2015 2.4% 6.0 -
-7.0
The Conference board is calling for Real
GDP growth of 0.3% in Q1 2016. 8.0 1
Consumer spending will increase by 1.7%. 90 -

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Source: Bureau of Economic Analysis, cher.co, Note GDP chained on 2009.
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The United States Economy
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Change in U.S. Employment
® Year-Over-Year Job Growth

(000s) Change in U.S. Employment
3,750 -
3,500 -

3,250 - +2.907 million

3,000 - A
2,750 - w
2,500 - +2.243 million ~
2,250 - +2.577 million +2.687 million

2,000 -
1,750 -

1,500 -
+1.571 million
1250 - U.S. job growth has continued to post steady gains (month-over-

1,000 - month prior year). The strongest job growth was seen between
750 October 2014 and August 2015. Monthly data is shown with the
500 - blue line. Average annual data is shown with the red line.

250 -

0 T T T T T
2011-01-01 2012-01-01 2013-01-01 2014-01-01 2015-01-01 2016-01-01

Source: Bureau of Labor Statistics, NSA.

+2.206 million
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@us. Unemployment Rate Unemployment Rate and Number of Unemployed Unemployed

Percent
and Number of 105 - 46008
O employed o Peak 10.0%, 15.4 million unemployed
' ——Rate
9.5 1 ——Unemployed - 14,500
Both the unemployment rate and number of 9.0 -
unemployed have slowly trended
downward since peaking in late 2010. They 85 - - 13,000
are similar to levels in 2005. 8.0 -
The total number of unemployed (red) was 137 - 11,500
7.97 million at the end of March. This is 1.2 70 -
million above the low point in 2006 and 7.4
million below the high point in 2009. 6.5 - - 10,000
6.0
The unemployment rate for March was
5.0%, unchanged from the end of 2015. 3.5 1 - 8,500
5.0
Average unemployment for 2015 was
5.3%, down from 6.2% in 2014 and 7.4% in 4.5 1 - 7,000
2013. 40 - Trough 4.4%, 6.7 million unemployed
35 T T T T T T T T T T T T T T T 5,500
2001 2003 2005 2007 2009 2011 2013 2015

Source: Bureau of Labor Statistics, SA, cber.co.
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U S. Average Weekly Earnings of All
Employees (Private Sector)

Earnings U.S. Average Weekly Earnings (Not Seasonally Adjusted)
$890 -
$880 -
$870 - Average weekly earnings for all private
$860 - industries showed a slight gain in Q1 2016.
$850 -
$840 -
$830 -
3820 - Average Annual Wages and
$810 - Percentage Change
$800 - Year AWE | % Change
$790 - 2008 S 739.05 27%
$780 2009 |$ 75009 1.5%
$770 2010 |$ 76966 2.6%
$760 - 2011 | $ 79107 2.8%
$750 - 2012 | $ 809.83] 24%
$740 - 2013 |$ 82537  1.9%
$730 - 2014 |$ 84500  2.4%
$720 - 2015 |$ 86459  2.3%
$710 rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrorrrrrrrrrrrrrrrrrrrrrr T T T T T T T T T T T T T I T T T T T T T T T T T I T T T T T T I T T I Tl
2008 2009 2010 2011 2012 2013 2014 2015 2015

Source: Bureau of Labor Statistics, NSA.
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The United States Economy
Risks and Reasons to Feel Optimistic
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® Risks

® Global and United States Economy

Global GDP

Fundamentals - The global economy is fragile. Real GDP
growth for 2016 will be slightly greater than 2015, with a minimal
increase in 2017. At the same time it should be noted that the
rate of growth was revised downward in January and April by the
IMF.

Risks

« Slower rate of growth in the Chinese economy.

« Continued financial market volatility.

* Geopolitical tensions in many countries.

« Worries about secular stagnation.

« Concerns about deflation.

* Fears of inadequate proactive economic policy decisions.
« Failure to react sufficiently if risks materialize.

United States

Fundamentals - The U.S. economy is stronger than the global
economy and some economists think it is keeping the global
economy in positive territory.

Risks

 Manufacturing shipments are sluggish, in part because the
U.S. dollar is strong.

* Low oil prices have affected oil-producing states.

* Regulations and low prices have negatively impacted
segments of the mining industry.

« Low agriculture prices have negatively impacted parts of the
country that are agriculture-dependent.

Colorado-based Business and Economic Research http://cber.co
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® Reasons to Feel Good
® Global and United States Economy

Global GDP United States

GDP Growth - Currently projections show that GDP growth for Real GDP - Annual Real GDP growth will be in the 2.3% to
2016 will be greater than 2015 and that 2017 will be better than 2.7% range for 2016 and 2017.
2016. Reasons to be Optimistic
Reasons to be Optimistic - Advanced Economies + While there are weaknesses in agriculture and the extractive
* Improvement in the economies of France, Italy, and Spain. industries, there is broad-based job growth.
* The economies of the U.K. and Germany are stronger and * Lower unemployment rates may indicate increased

holding their own. opportunities for unemployed workers.

* Increased demand for labor may result in higher wages,
which will benefit workers and cause an increase in
consumption or savings.

* Though the Fed is cautious, they are generally optimistic
about the U.S. economy.

« The volatility in the equities market seems to have subsided -
at least for the moment.

Reasons to be Optimistic - Emerging Economies

* At least two-thirds of the global growth is in emerging countries.
*The former CIS states, most notably Russia, are coming out of a
recession.

*The economy in India will expand by 7.5% in 2016 and 2017.
*The Mexican economy is stable.

*Brazil will come out of a recession in 2017,

*The Middle East will post solid growth. The U.S. economy will post solid growth in employment,
*The Sub-Saharan Africa region will also post solid growth. GDP, and personal income growth in 2016.

14
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The Colorado Economy
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® Summary of Key Data

® United States and Colorado

United States

Colorado

Real GDP - Annual Real GDP growth will be in the 2.3% to
2.7% range for 2016, similar to 2015.

Real Personal Consumption — Annual consumption growth
will be in the 2.6% to 3.0% range for 2016, i.e. the consumer
will continue to drive the economy.

U.S. Employment — The U.S. will add 2.7 million jobs in 2016.
Job growth is currently on target to reach that level of growth.

Unemployment Rate — Average unemployment for 2016 will be
4.6% to 4.8%.

Consumer Price Index — The CPI is estimated to increase
by1.7% in 2016. Through Q1 the U.S. CPI is close to 1.2%.

Price of a Barrel of Oil (WTI) - Qil closed the year at $36 per
barrel. In 2016 the price has varied from $26 to $41 per barrel.

Case Shiller Housing Prices - In 2015 U.S. housing prices
increased by 5.3%, but will appreciate at a slower rate in 2016.

Standard and Poor’s 500 — The S&P 500 posted a loss of
0.7% in 2015. It remained volatile through most of Q1 2016.

The U.S. economy will post solid growth in 2016.
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Q3 2015 vs. Q3 2014 GDP (U.S. vs. CO) - For this period, the
state Real GDP grew by 3.4% compared to 2.0% for the U.S.

Population - Colorado’s population will increase by about 95,000
people in 2016.

Steady Wage and Salary Employment — Average employment
for the past 8 months (August through March) is 68,200 jobs
greater than the prior year. This is in line with the cber.co
forecast.

Leading Sectors for Growth — In Q1 about 71% of the jobs
were added in the Accommodations and Food Services; Health
Care; Retail Trade, Construction, and Financial Activities.

Broad-Based Growth - There is broad-based growth in the
state’s employment, GDP, and personal income.

Wage Growth - Colorado wage growth in 2015 was weak and
Q1 2016 has been down slightly compared to the 2015 total.

Unemployment Rate — The economy will operate inefficiently
when the unemployment rate is 2.9%.

MSA Unemployment Rate — Boulder and Ft. Collins have the
lowest rates at 2.7% and 2.9%, respectively. Grand Junction has

the highest rate at 5.4%. 15




The Colorado Economy
Population and Labor
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:Annual Change in Population

Total Change Change in Colorado Population
120,000 -

Colorado’s population continued

110,000 - . .
to increase during the Great
100,000 - Recession. It increased by 101,566
90,000 people in 2015.

80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000

0

1970 1973 1976 1979 1982 1985 1988 1991 1994 1997 2000 2003 2006 2009 2012 2015

Source: Bureau of Economic Analysis, cber.co.
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'Change in Colorado Employment
O
Year-Over-Year

(000s) Change in Colorado Employment
100 -
Monthly data is shown with the blue line.

%0 - Average annual data is shown with the red line.

80 +76,300
+68,800 ~A4

70 - \/\/_——‘

60 - +54,400

Colorado job growth for Q1

50 - N 2016 (red dots) is +70,800.
40 | +36,300

30 \/\/\/ The period 2011 to 2014 is the first time Colorado employment increased at an

accelerating rate for four consecutive years. In 2015 job growth increased at a decreasing
20 1 rate. 2014 was the 3 strongest year of job growth in the history of the state and 2015 was
the 9t strongest year. Colorado job growth for the past 8 months (August through March)
averaged 68,200 jobs greater than the same period in the prior year.

10 -

0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1

2011 2012 2013 2014 2015 2016

Source: Bureau of Labor Statistics, NSA.
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@ Colorado Unemployment

Rate and Number of Unemployment Rate and Number Unemployed

’ Percent Unemployed
Unemployed 10.0 - - 280,000
Peak 8.9%, 240,577 unemployed |~ 265,000
The number of unemployed hgs s!owly 9.0 - L 250,000
trended downward since peaking in late
2010. —Rate - 235,000
8.0 - ——# of Unemployed . 220.000
The total number of unemployed workers L 205,000
(red) at the end of March 2016 was 83,661.
The current total number of unemployed is 7.0 - - 130,000
10,068 less than the trough in May 2007 - 175,000
and 156,916 less than the peak in October
2010. 6.0 - - 160,000
- 145,000
Lower unemployment rates have brought 50 - - 130,000
about shortages of trained workers in key
sectors and occupations. - 115,000
4.0 - 100,000
- 85,000
Trough 3.5%, 93,729 unemployed
3.0 - - 70,000
- 55,000
2.0 T T T T T T T T T T T T T T T 40,000
Source: Bureau of Labor Statistics, SA, cber.co. 2001 2003 2005 2007 2009 2011 2013 2015
20
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Unemployment by MSA
2015 vs. 2016

Unemployment by MSA

0,
Grand Junction 6.3%

0,
Pueblo 6.4%

® Feb-15

m Feb-16
Colorado Springs

4.4%

Greeley All MSAs currently have a rate of

unemployment that is lower than
4.5% the same period in 2015. Boulder
and Fort Collins have 2016 rates
below 3.0% while Pueblo and
Grand Junction have rates in the
range of 4.7% to 5.4%.

Denver

Fort Collins

Boulder 27%

00% 10% 20% 30% 40% 50% 60% 7.0% 80% 9.0% 10.0%

Source: Bureau of Labor Statistics, NSA. Note: MSA unemployment lags by one month and is reported only on a non-seasonally adjusted basis.
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Colorado Average Weekly Earnings of All
Employees (Private Sector)

Earnings Colorado Average Weekly Earnings (Not Seasonally Adjusted)

$940 -

$930 -

$920 - Average weekly earnings for all private

$910 - industries did not show significant gains in

$900 2015 and are down slightly in Q1 2016.

$890 - v Average Annual Wages and

$880 - Percentage Change

$870 - Year AWE % Change
2008 $ 827.89 2.6%

$860 - 2009 | $ 81565 -1.5%

$850 - 2010 | $ 816.00 0.0%

$840 - 2011 $ 82628 1.3%

$830 - A 2012 $ 86135 4.2%

A 2013 $ 89227 3.6%
$820 - \/ 2014 | § 907.01  1.7%
$810 - 2015 | § 91290 0.6%
$800 -
$790 rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr0rrr17rr17r0r1i7r0r17r17r17r0r17r17r 17171717 17 17T 1 1T 1 1T 1T 1T 1T 1TT1TT1

2008 2009 2010 2011 2012 2013 2014 2015 2015

Source: Bureau of Labor Statistics, NSA.
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The Colorado Economy
Employment Forecast for 2016
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Colorado Employment
Category Portfolio Analysis

Strong Growth, Solid Growth, and Volatile Categories

This portfolio approach has made it easy to see that some

categories consistently create jobs at a higher rate of
growth, some show solid growth, and others are more

volatile. Ultimately, the volatile category tends to have a

greater influence on the amount of change in total job
growth than the sectors with steady growth.

Colorado-based Business and Economic Research http://cber.co

The Process of Establishing the Categories

In 2012, 2013, and 2014 cber.co evaluated the
performance of 23 sectors/subsectors over the past
two decades and grouped them into the three
previously mentioned categories. The evaluation
factors for grouping include the rate of growth,
number of years with positive job growth, size of the
sector, and volatility in job growth.

In the short period this process has been used, it has
produced a high level of accuracy in the forecast.

More importantly, it has produced a better

understanding of what is driving the Colorado
economy.

24



'Scenarios for the 2016 Colorado
o .
Economic Outlook

The recovery from the Great Recession has been less than 2016 Economic Outlook
robust, but it has been steady. While there are many
potential risks to future growth, the U.S. and state have
shown there is enough momentum to show solid, sustained
job growth in 2016.

Optimistic Scenario

* U.S. Real GDP greater than 2.7%.

 Colorado will add more than 73,000 workers, growth
greater than 2.9%.

Overall Job Growth
In 2016 Colorado employment will increase by 2.7% to 2.9%. Average
employment for 2016 will be 2,604,000 workers .

Most Likely Scenario
* U.S.Real GDP 2.3% t0 2.7%.
* The U.S. will add at least 2.7 million workers.

Strong Growth Category (About 32% of total employment)  Colorado employment will be 1.8% of U.S
The rate of job growth for this category will be 2.9% to 3.2%. employment.
Solid Growth Category (about 39% of total employment) * COIOradO.W'” add 067’000 too 73,000 workers, job
In 2016, the rate of job growth will be 2.3% to 2.5%. growth will be 2.7% to 2.9%.
Volatile Growth Category (29% of total employment) Pessimistic Scenario
In 2016, the rate of job growth will be 2.7% to 3.0%. * U.S. Real GDP less than 2.3%.
» Less that 67,000 Colorado workers, growth less
The performance of the Volatile Growth Category will most than 2.7%.
likely determine the accuracy of the cber.co 2016 forecast.
There is more downward risk than upside risk to the The probability of these scenarios follows:
forecast. * Most Likely 60%

Optimistic  18%
Pessimistic 22%.

Source: cber.co. There is slightly more downside risk than upside potential.
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:2016 cber.co Colorado Employment
Forecast

Twenty-two sectors and subsectors have been placed into
Strong Growth Category three categories based on their growth patterns over the
+ 24,000 to 26,000 Employees past two decades. Projections for these categories are used
*Professional and Scientific in the development of the 2016 employment forecast.

*Management of Companies and Enterprises
Business to Business (Not Employment Services)
*Private Education

*Health Care
*Arts, Entertainment, and Recreation Solid Growth Category
*Other Services. +23,000 to 25,000 Employees
*Wholesale Trade
*Retail Trade
«State (Not Higher Education)
*Higher Education
«Local (Not K-12 Education) Volatile Growth Category
*K-12 Education +20,000 to +22,000 Employees
*Accommodations and Food Services «Natural Resources and Mining
+Construction
In 2016 Colorado will add 67,000 to 73,000 jobs Manufacturing | "
2.7% to 2.9%). Transportation, Wgrehousmg, and Utilities
(2.7% ° Employment Services

*Financial Activities
*|nformation
*Federal Government

Source: cber.co. "
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@Annual Employment Annual Change in Colorado Employment

. Thousands
‘Change in Colorado 050 -

Employment 000 - _ ]
750 | || L 1 "

The state will add 67,000 to 73,000 jobs in ' B u ] 1

2016. Colorado employment will increase 600 -

by 2.7% t0 2.9%. N — — -
45.0 - | _ - -
300 | ] | |
D T
0.0

| -y

-30.0 - Average annual change (red lines)
by decade are as follows:

450 4 < 47,700 jobs from 1970 to 1979. -
* 26,400 jobs from 1980 to 1989.

60.0 4 < 65,000 jobs from 1990 to 1999.

* 11,300 jobs from 2000 to 2009.

-75.0 4 <+ 52,200 jobs from 2010 to 2016.

-15.0 -

-90.0 -

-105.0 - -
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source: Bureau of Labor Statistics, cher.co.
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2016 Colorado Employment by

Performance Category
Average Employment Q1 2016
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@~Annual Employment
Situation for the Strong
.Growth Category

Over the past two decades the following sectors have
been the foundation for consistent growth in Colorado
employment.

Professional, Scientific, and Technical Services
Management of Companies and Enterprises

Administrative - Business to Business (Not
Employment Services)

Private Education

Health Care

Arts, Entertainment, and Recreation
Other Services.

Total employment for this category was:

1994 445,200 workers, 25.4% of total employment
2004 615,900 workers, 28.3% of total employment
2014 788,300 workers, 32.0% of total employment

Source: Bureau of Labor Statistics, cber.co.

Strong Growth Catego
(000s) g gory
45 -
This category added an average of 17,200 jobs each year (red
line) for the period 1991 through 2015.
30 -

This category added jobs in 24 of 25 years.

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

29
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@solid Growth Sectors Job Change

Health Care

Average employment for Q1 shows
this category of sectors added 25,700 Professional and
jobs in 2016 compared to the same Scientific

period last year.
Arts, Entertnmt, and

Recreation
*The Health Care Sector led job
growth, followed by the PST sector. B-to-B (Not
Employment
Services)

*In 2014, these sectors accounted for - | oth
32.4% of total job gains and 32.0% of er?gr?,iées o)
total employees.

Private Education

Corporate
Headquarters (MCE)

--|||I

00 10 20 30 40 50 60 70 80 9.0 100

Source: Bureau of Labor Statistics. Thousands (Average) "
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@Annual Employment
‘Situation for the Solid
Growth Category

Over the past two decades the following sectors
generally posted gains. The category posted stronger
jobs gains during the 1990s than the 2000s.

*  Wholesale Trade

*  Retail Trade

+ State (Not Higher Education)

»  Higher Education

» Local (Not K-12 Education)

*  K-12 Education

*  Accommodations and Food Services

Total employment for this category was:

1994 685,400 workers, 39.0% of total employment.
2004 848,000 workers, 38.9% of total employment.
2014 962,500 workers, 39.0% of total employment.

Source: Bureau of Labor Statistics, cber.co.

Solid Growth Category

(000s)

30

15

-15

This category added an average of 15,200 jobs each year (red
line) for the period 1991 through 2015.

This category added jobs in 22 of 25 years.

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

31
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@Limited Growth Sectors Job Change

Accommodations and
Food Services

Average employment for Q1 shows -
this category of sectors added 37,200 Retail Trade
jobs in 2016 compared to the same
period last year.

K-12 Education

*The tourism industry has had a 1
strong year, but most likely the AFS

; Higher Education
sector is grossly overstated.

Local (Not K-12

*In 2014, these sectors accounted for Education)
29.8% of total job gains and 39.0% of ]
total employees. State (Not Higher
Education)
Wholesale Trade
0.0 5.0 10.0 15.0 20.0 25.0
Source: Bureau of Labor Statistics. Thousands (Average)
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@Annual Employment 0009 Volatile Category

Situation for the Volatile 45 -
O
Category

This category added an average of 7,400
jobs each year (red line) for the period 1991
through 2015.

30

Over the past two decades the sectors listed below
were the primary source of volatility in total

employment. 15

The sectors are:

*Natural Resources and Mining
+Construction

*Manufacturing

*Transportation, Warehousing, and Utilities
*Employment Services

Financial Activities

*Information

«Federal Government -30

-15

Total employment for this category was:

1994 625,400 workers, 35.6% of total employment -45

2004 716,000 workers, 32.8% of total employment

2014 714,300 workers, 29.0% of total employment This category added jobs in 17 of the 25 years.
60 -
-75

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Source: Bureau of Labor Statistics, cber.co.
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@\ olatile Sectors
)

Average employment for Q1 2016
shows this category of sectors added
7,900 jobs in 2016 compared to the
same period last year.

*For Q1, the Construction, Financial
Activities, and Manufacturing Sectors
led job growth.

*|t is possible the job data for the
Employment Services and TWU
sectors are understated.
Unfortunately, the job losses in the
extractive industries are not
understated.

*In 2014, these sectors accounted for
38.3% of total job gains and 29.0% of

total employees.

Source: Bureau of Labor Statistics.

Job Change

Construction _
Financial Activities -
Manufacturing -
Information I
Federal Government _

Employment Services

Transportation, Warehousing, and Utilities

|
]
-
Natural Resources and Mining -_

-80 4.0 0.0 4.0 80 120

Thousands (Average)
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‘Summary of Performance Performance by Category for the 2016

000s
to cber.co 2016 (00%) cber.co Forecast
‘Employment Forecast 80,000 -

75,000 -

70,000 - -
On this chart, the forecast ranges for the
categories are: 65,000 - .
«Strong Growth — green box. 60,000 - Although the total number of jobs added (grey box)was
«Solid Growth — yellow box. ’ within the forecast range only the Strong Growth
*Volatile - pink box. 55,000 - category was within the forecast range.
*Total Employment — grey box. 50,000 -

Average total employment for Q1 2016 is 70,800

The blue lines indicate the level of changein 45000 - greater than Q1 2015.

the average employment for Q1 2016. 40,000 -
The overall forecast was within the projected ~ 39.000 -
forecast range (grey box). 30,000 -
Average employment for Q1 2016 is 25,000 - =
70,800 greater than Q1 2015. 20,000 -
15,000 -
10,000 -
5,000 . . .
Strong Growth Solid Growth Volatile Forecast
Source: Bureau of Labor Statistics, cber.co. 35

Colorado-based Business and Economic Research http://cber.co



The Colorado Economy
Summary of Outlook for 2016
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:Job Changes Q1 2016

Accommodations and Food Services
Health Care
Retail Trade
Construction

Professional and Scientific
Manufacturing

K-12 Education

Arts, Entertnmt, and Recreation
B-to-B (Not Employment Services)
Personal (Other) Services

Higher Education

Private Education

Local (Not K-12 Education)
Information

Corporate Headquarters (MCE)
State (Not Higher Education)
Federal Government

Wholesale Trade

Employment Services
Transportation, Warehousing, and Utilities
Natural Resources and Mining

Source: Bureau of Labor Statistics, cber.co.
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Financial Activities

Job Change All Sectors

About 71.3% of the total net jobs
added were in the top five sectors.

Approximately 33.3% of the total net jobs added
were in Leisure and Hospitality (AFS + AER).

About 13.9% of total jobs will be added in the PST,
manufacturing, and information sectors. These sectors
are the source of primary and advanced technology jobs.

There will be 2,604,000 Colorado Wage
and Salary employees in 2016. The
state will add 67,000 to 73,000 workers.

40 6.0 80 100 120 140 160 180 200 220

Thousands (Average)
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¢ Summary of the Colorado Economy

Reasons to be Optimistic

Momentum — Construction is strong, personal income and GDP
growth is solid, and the state is outperforming the U.S.

New Car Registrations — Registrations are at record levels in
2016.

Job growth - The number of jobs added is less than 2015;
however, there has been steady job growth for the past eight
months.

Establishment growth — The growth in establishments is an
indication of solid growth.

DIA - Passenger traffic is ahead of last year’s record pace, the
Westin is open, and the train is running from downtown to DIA .

Broad-based Growth — Despite declines in the extractive
industries, there is broad-based growth in the state’s
employment, GDP, and personal income.

Tourism — The state is coming off a strong ski season.
Local Government Revenue - Local governments have

benefitted from increased consumption (retail sales taxes) and
increased property valuation (property taxes).

Risks

Colorado-based Business and Economic Research http://cber.co

Low Unemployment Rate — Typically low unemployment is
good for the economy. Lower unemployment rates will create
inefficiencies in the state’s economy.

Extractive Industries — The number of jobs in the extractive
industries has declined because of lower prices, regulation, and
changes in policy.

Agriculture Prices — Low prices for commodities will challenge
Colorado farmers and ranchers.

Population — While the state as a whole is experiencing strong
population growth, about half of the state’s counties are
struggling to retain their population.

Price of Oil - The price of oil is critical to Colorado’s oil and gas
industry. The industry will benefit from higher prices.

State Government Revenue- Despite a strong economy the
state government is struggling to provide funding for
infrastructure and education.

Affordable Housing — Affordable housing is an issue in all
counties. There is not evidence this has been detrimental to the
state - yet.
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Appendix
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® The Projected Absolute Job Growth for 2016 (Total
® Jobs Added) will be the 12th Strongest since 19309.

(000s) Colorado Jobs Added
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23‘8 | Employment data has been recorded for Colorado since 1939 (78 years),

-60 -+ including the 2016 projection. The change in employment has been greater than

28 | 70,000 workers (the midpoint of the 2016 forecast ) on 11 occasions beginning in
90 | 1972. Seven of the 11 years were between 1993 and 2000.
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Source: Bureau of Labor Statistics, cber.co. 10
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® The Projected Rate of Colorado Job Growth for
® 2016 will be the 41t Strongest in 77 Years

Percentage of Jobs Added

(Percent)
20 -
18 - Employment data has been recorded for Colorado since 1939. The rate of job
. groyvth h'fls been greater than 2.8% (the midpoi_nt of the forecast ) on 40 occasions.
37 times it was less than 2.8%. With the exception of 2013 and 2014, all of those
14 1 years were prior to 2001. In part, lower rates of job growth are a function of the fact
12 - that the size of the job base has increased.
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8 |
6 |
; | 2.8%
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Source: Bureau of Labor Statistics, cber.co. »
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® Colorado Wage and Salary Employment

®2016 Forecast
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Source: Bureau of Labor Statistics, cber.co.
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Employment

About 45.9% of total jobs
are in the top five sectors.

Approximately 12.3% of all jobs are in
leisure and hospitality (AFS + AER).

About 16.3% of total jobs are in the PST,
manufacturing, and information sectors. These
sectors are the source of primary and advanced
technology jobs.

There will be 2,604,000
Colorado Wage and Salary
employees in 2016.
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:Colorado Economic Forecast
Sector Portfolio Analysis

Attempt to Improve Forecast Accuracy

The primary focus of most state economic forecasts is to
project total employment.

Some economists also produce sector forecasts. They
usually add projections for the sectors to derive the state
total, an approach that introduces more variables for error.

cber.co feels the most accurate forecast is achieved by
projecting total employment based on projections for
categories of sectors. Sectors are grouped into three
categories based on their past performance.

Projections for the categories and overall employment are
based on trends, feedback from business leaders,
economic developers, and other economists. The sum of
these categories are then compared to the projections for
overall total employment . Minor adjustments are made and
the final forecast is produced for three scenarios. The most
likely scenario is used as the final cber.co forecast. This
final step helps create a better understanding of upside and
downside risk.
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Strong Growth, Solid Growth, and Volatile Categories

This portfolio approach has made it easy to see that some
sectors consistently create jobs at a higher rate of growth,
some show solid growth, and others are more volatile.
Ultimately, the volatile category tends to have a greater
influence on the amount of change in total job growth than the
sectors with steady growth.

In 2012, 2013, and 2014 cber.co evaluated the performance
of 23 sectors over the past two decades and refined the
manner in which the sectors are grouped. The evaluation
factors for grouping include the rate of growth, number of
years with positive job growth, size of the sector, and volatility
in job growth. The data used for classifying the sectors is
available in the Appendix of the original forecast. In the short
period this process has been used, it has produced a high
level of accuracy in the final forecast. More importantly, it has
produced a better understanding of what is driving the
economy.
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o . .
» Measuring Change in Employment

Methods of Measuring Change in Employment

*Month-over-prior-month — This method can be
used only with seasonally adjusted data.

*Year-over-prior-year — This method can be used
with seasonally adjusted or non-seasonally
adjusted data. The results are usually similar.

*Rolling average — Average employment for a
period, such as 12-months, compared to average
employment to the average for the prior period of
‘rolled” data.
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Measurement Used by cber.co

«cber.co typically uses a derivative of a rolling
average. For example, the average of the first
quarter of 2015 will be compared to the average
for the first quarter of 2014. It is also important to
look for trends.

*This methodology is preferred to seasonally
adjusted month-over-prior month data, particularly
with employment data. Advances in technology
and the past two recessions have made it difficult
to accurately adjust for seasonality.
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S BLS/LMI Data Revision Process

BLS and LMI Data Projections

In recent years, data-producing federal agencies have
been asked to deliver more accurate data, in a shorter
time frame, using fewer staff, with lower research
budgets. The data used for most short-term forecasts is
the Current Employment Survey, also called Nonfarm or
Wage and Salary data. It is possible for the CES data to
be revised up to four times.
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BLS and LMI Data Revision Process

The CES projection process is outlined below:

1.

Around the 20t of a month, preliminary data for the prior
month will be published and the month prior to that will be
updated (For example, around June 20t preliminary data for
May will be produced and April will be updated.) These
revisions are usually minor. Most short-term forecasts use
this data.

In March of the following year, the previous two years will be
revised. (For example, the 2014 employment data will be
revised in March 2015 and finalized in March 2016).

The initial March update is usually the most significant
revision, and the two-year update is often minor (In the case
of 2014, some of the monthly totals will see significant
upward revisions when revised in March 2015.)

Periodically, BLS updates the entire data series back to
1990. This usually occurs when they recalibrate their
projection models or redefine NAICS codes.
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cber.co Colorado Economic Review Through Q1 2016

This analysis is for informational purposes only. Any opinions or interpretations of data are
those of the presenter. As such, they do not represent the viewpoints of any group or
particular organization.

For further information contact Colorado-based Business and Economic Research (cber.co).
©Copyright 2016 by cber.co.

Data contained in the tables, charts, and text of this presentation is from sources in the public
domain. With appropriate credit, it may be reproduced and shared without permission.
Please reference, “Colorado-based Business and Economic Research” (cber.co). Additional
presentations are available at http://cber.co.

For additional information contact cber.co at cber@cber.co.
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