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Overview

There is limited data that measures the impact of the COVID-19 health crisis on the economy because most of the data lags by at
least a month. This short analysis reviews the most recent release of Colorado employment data and other information that

foretells employment and economic changes in the weeks ahead.
Labor Data

» Real GDP Projections - United States
* Initial Unemployment Claims — United States and Colorado

» Number of Unemployed and Unemployment Rate — United
States and Colorado

» Employment — United States and Colorado
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Other U.S. Data

Consumer Sentiment Index

NFIB Small Business Optimism Index
U.S. Light Truck and Auto Sales
Advanced Retail Sales

S&P 500 Index

Crude Oil Prices

Closing Comments



Real GDP Forecast

United States

Various economists have revised their forecasts multiple times in the
past six weeks. On April 9, the Conference Board provided a scenario of

four forecasts for real GDP growth in the United States. Pick your
poison!
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Forecasts for Quarterly U.S. Real GDP Growth
The Conference Board April 9, 2020

May Reboot — There will be a peak in new U.S. COVID-19 cases in mid-April and the economy will gradually begin to re-open in May with the sectors that have
been impacted the most.

U-Shaped - Social distancing will flatten the curve, but it will extend economic weakness to Q3. The recovery will occur at a constant rate. Real GDP growth
will be -5.8% in Q1 followed by -33.3% in Q2. Growth will be minimal, but positive in Q3 at 0.1% and 2.9% in Q4.

Conference Board 2020 US Real GDP Growth — April 9, 2020

Quarter 2020 May Reboot U-Shaped Summer V-Shaped W-Shaped
Personal Consumption -8.3%
Residential Investment -2.9%
Capital Spending --6.8%
Net Exports -1.0%
Annual Real GDP -3.6% -6.5% -6.6% -7.4%

Source: The Conference Board and cber.co.

Summer V-Shaped — The peak will be in early May and there will be a deep contraction, led by consumption. There will be a sharp recovery in Q3 and Q4.

W-Shaped - This will start out like the V-shaped recovery, There will be a resurgence of the virus in the fall. Social distancing policies will be put in place again
and the economy will contract in Q4.

Source: The Conference Board, cher.co.
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Unemployment Initial Claims

United States and Colorado

The Unemployment Initial Claims are the primary source of timely
employment data showing how fast and severe U.S. and Colorado
employment has declined. This data is available on a weekly basis and
has a lag of one to two weeks.
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Initial Unemployment Claims
United States Seasonally Adjusted

United States Initial Unemployment Claims
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Source: FRED, Department of Labor, SA, cber.co.
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Initial Unemployment Claims
Colorado Not Seasonally Adjusted
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For the four weeks in March (3/7 through

3/28), there were 85,798 initial claims filed.

This is 79,368 claims greater than the prior
year. YOY comparisons are used because
the data in not-seasonally adjusted.

Source: FRED, Department of Labor, NSA, cber.co.
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Colorado Initial Unemployment Claims

Preliminary data released by the Colorado Department of Labor and
Employment, not shown on this chart, indicates more than 100,000 Ul
claims were filed for the week ending 4/11. CDLE officials said these claims
are “catch up” claims.
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Number of Unemployed and Unemployment Rate

United States and Colorado

In March the unemployment rate for the United States jumped from 3.5% to
4.4% and the number of unemployed workers increased by 1.4 million to 7.1
million. In Colorado the unemployment rate increased from 2.5% to 4.5% and
the number of unemployed workers increased by 62,314 to 142,578.
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U.S. Unemployment and Unemployment Rate

Unemployed (000s) U.S. Unemployment VS. Unemployment Rate Unemployed Rate
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Source: Bureau of Labor Statistics and cber.co.
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Colorado Unemployment and Unemployment Rate

Unemployed (000s) Colorado Unemployment vs. Unemployment Rate Unemployed Rate
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Employment

United States and Colorado

BLS produces labor statistics that show changes in wage and salary employment. The U.S. reports are released near the
first of the month for the prior month. For example, the U.S. data for March was released the first week in April. The March
data will be revised with the release of the April data during the first week of May. A similar process is used for the state
data; however, it is released during the second half of the month. The data for the United States reflects a significant
decline in the number of workers, whereas the data for Colorado does not reflect a comparable decline. Based on the
Colorado unemployment rate and U.1. claims data, the March wage and salary employment will be revised downward in
future revisions. This analysis looks at both SA and NSA for the U.S. and Colorado.
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Seasonally Adjusted (M-O-M)
The SA data allows for month-over-
month comparisons. The change in
SA employment from February to
March was -701,000. This is a
significant change, but not as great
as during the 2007 recession and
during 1946 and 1949.

Non-Seasonally Adjusted (Y-O-Y)
It is necessary to use year-over-
year comparisons for NSA data. The
February YOY change in
employment was 2.3 million and the
YQY change was 1.4 million for
March. This difference between
March and February is -926,000.
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United States Employment by Sector
March 2020 Seasonally Adjusted (Sorted by Sector Size)

Seasonally Adjusted Employment (Thousands)

Health care and social assistance
Retail trade
Manufacturing
Food services and drinking places
Professional and technical services 9,712.1
Administrative and waste services 9,339.5
Financial activities 8,853.0
Local government education 8,048.1
Construction 7,605.0
Local government, excluding education 6,645.5
Other services 5,919.0
Wholesale trade 5,936.5
Transportation and warehousing 56724
Educational services 3,822.6
Information 2,899.0
Federal government 2,881.0
State government, excluding education 2,704.1
State government education 2,480.2
Arts, entertainment, and recreation 2,462.3
Management of companies and enterprises 2,455.6
Accommodation 2,064.8
Mining and logging 708.0
Utilities 547.9

20,700.1
15,624.0
12,839.0
11,865.5

The top seven sectors accounted for
58.6% of the total employment in the
U.S.in March.

In March, the change in U.S. wage and
salary employment was -0.5%. If Colorado
would have decreased by that same level,
the change in SA jobs for March would
have been approximately -12,900 jobs.

0 3,000 6,000 9,000

Source: Bureau of Labor Statistics, cber.co.
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Change in Employment by Sector
(Sorted by March Sector Employment Size)

Health care and social assistance
Retail trade

Manufacturing

Food services and drinking places
Professional and technical services
Administrative and waste services
Financial activities

Local government education
Construction

Local government, excluding education
Other services

Wholesale trade

Transportation and warehousing
Educational services

Information

Federal government

State government, excluding education
State government education

Arts, entertainment, and recreation
Management of companies and enterprises
Accommodation

Mining and logging

Utilities

Source: Bureau of Labor Statistics, cber.co.
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Over the Month Percentage Change in Seasonally Adjusted Employment
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Percentage Change in Employment by Sector

(Sorted by March Sector Employment Size)
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Administrative and waste services
Financial activities

Local government education
Construction

Local government, excluding education
Other services

Wholesale trade

Transportation and warehousing
Educational services

Information

Federal government

State government, excluding education
State government education

Arts, entertainment, and recreation
Management of companies and enterprises
Accommodation

Mining and logging

Utilities

-4.0%

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

Over the Month Percentage Change in Seasonally Adjusted Employment

-3.4%

In March the largest rate of decline in U.S.
employment occurred in food services
accommodations, mining, administrative
services, and AER. These are sectors

where Colorado will see comparable

declines.

In March, the change in U.S. wage and
salary employment was -0.5%.
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Colorado Employment
Seasonally Adjusted and Not Seasonally Adjusted
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Source: Bureau of Labor Statistics and cher.co. Note: Seasonally adjusted data is only available for Colorado beginning in 1990.
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Seasonally Adjusted (M-O-M)
The SA data allows for month-over-
month comparisons. The change in
SA employment was -3,900 for
March.

Non-Seasonally Adjusted (Y-O-Y)
It is necessary to use year-over-
year comparisons for NSA data. The
February YOY change in
employment was 51,300 and the
YOY change was 43,900 for March.
This decline in the change in
employment between March and
February was 7,400.
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Colorado Employment by Sector
March 2020 Not Seasonally Adjusted (Sorted by Sector Size)

Health Care and Social Assistance

Retail Trade

Professional, Scientific, and Technical Services
Food Services and Drinking Places
Construction

Financial Activities

Administrative and Support and Waste!..

Manufacturing
Local Government Educational Services

Local Government excluding Educational...

Other Services

Wholesale Trade

Transportation and Warehousing

State Government Educational Services
Information

Arts, Entertainment, and Recreation
Federal Government

State Government Excluding Education
Accommodation

Educational Services

Management of Companies and Enterprises
Mining and Logging

Utilities

Source: Bureau of Labor Statistics, cber.co.

Not Seasonally Adjusted Employment (Thousands)
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Fake News?
Colorado Employment Data

The Colorado Employment Data is NOT Fake News

The Current Employment Statistics (CES) series is like most
economists, it tends to underestimate the magnitude of sharp changes
in the data. The CES, or wage and salary, series is based on a monthly
survey of companies. The quality of the data produced by the survey is
better when the survey sample is representative, there are no major
disruptions, and when the seasonal adjustment factor is accurate. The
initial data is adjusted in monthly and benchmark revisions.

Over the years the BLS has been expected to provide more
information, in @ more-timely fashion, at less expense to taxpayers and
increase accuracy. At times, the accuracy has been compromised to
meet the other expectations. For that reason, it is always advisable to
evaluate the economy by analyzing different data sets as well as
understanding what is happening on the streets.
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Colorado Sector Data

This analysis does not include a review of the monthly sector data

for March. Based on declines in other labor data, a case can be

made the decline in Colorado employment should be much greater

than 3,900. The story of the economy is obvious without precise

data:

 (Gas prices are low, but we have nowhere to go. Low prices at
the pump are good for consumers, but bad for the industry.

« Tourism, skiing, tennis, the pool, and the gym are closed.

* Only a handful of restaurants are open for take out.

» Most retail is closed, but the grocery stores are busy.

» Government services and medical access is limited.

 And the list goes on.

It will be great when we reach the point when we change our focus

from the decline in employment to the recovery and the number of

workers added.
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Other U.S. Data

Consumer Sentiment Index, NFIB Small Business Optimism Index, U.S. Light Truck and Auto Sales,
Advanced Retail Sales, S&P 500 Index, and WTI Crude Oil Prices

The leading indicators for most segments of the economy showed
declines in March that are likely to become more significant in April and
they will touch most industries. Auto and retail sales have fallen off the
cliff, although a few segments of retail are reportedly doing well. The
S&P Index fell 34%, but it has rebounded. The lower prices for oil have
caused gasoline prices to decline; however, the shelter-at-home policies
have prevented the public from taking advantage of them. The glut of oil
will cause financial problems in the oil and gas industry.

Colorado-based Business and Economic Research https:cber.co
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Consumer Sentiment Index
University of Michigan

Michigan Consumer Sentiment Index
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NFIB Small Business Optimism Index
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The dotted red line is the value for March 2020.

NFIB Small Business Optimism Index

In August 2018, the index reached a record high of 108. In
March it dropped from 104.5 to 96.4.
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U.S. Auto and Light Truck (ALT) Sales

Monthly (Annualized Rate Millions)

Annualized

Rate Millions United States Number of Auto and Light Trucks Sold

22.0
On a monthly basis, 2019 sales were in the range of 16.5 to 17.3 million,
SAAR. Annual sales for 2020 were projected to be down slightly to 16.8

200 1 million, in part because of strong competition from the used car market. In
March, sales plummeted to 11.4 million.

18.0 - At the trough of the

recession, February
2009, sales dropped to
9.0 million units.

16.0 -

14.0 - Unit sales have been consistent
for the past five years:

120 - 2019 17.0 million

' 2018 17.3 million

2017 17.1 million

100 - 2016 17.5 million
2015 17.4 million

8.0
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Source: FRED, Federal Reserve Bank of St. Louis, Seasonally Adjusted Annualized Rates (SAAR), cber.co.
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Cumulative Advance Retail, Excluding Food Services Sales

Monthly

Millions
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Source: U.S. Census Bureau, FRED, cber.co.

United States Cumulative Advance Retail, Excluding Food Services Sales

2019 retail sales were 3.4% greater than 2018. They were projected to increase
at a slightly slower rate, 3.3%, in 2020. After two strong months, sales

weakened in March. YTD sales are up by 1.8%. +4.6%

0,
+3.9% +1.9% +2.4% +4.5% vs. 2017
. 0 .
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+3.4%
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vs. 2019
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8

Note: Data is in descending order with December at the top and January at the bottom, not adjusted for inflation.
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ISM PMI Composite Indices

Manufacturing vs. Non-manufacturing

ISM Manufacturing (PMI) vs. Non-Manufacturing (NMI) Composite Indices
70

—— ISM Manufacturing Index The NMI (orange) closed the year on a strong note at 55.0. It reached 57.3
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——Neutral near term.
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Standard and Poor’s 500 Index

Daily
S&P 500
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Standard and Poor’s 500 Index

After reaching 3,386 on February 19t the S&P
500 slipped to 2,237 on March 23, That is a loss
of 34% or 1,148 points. On April 171 the index
closed at 2,864, an increase of 28%.

The S&P 500 posted the

following gains:
29.8% in 2019
-6.2% in 2018
19.4% in 2017
9.5% in 2016
-0.7% in 2015

11% in 2014

30% in 2013
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Crude Qil Prices

West Texas Intermediate

Dog::feﬁ’er Crude Oil Prices: West Texas Intermediate, Cushing, Oklahoma
$160 -
The price for a barrel of oil was projected to be slightly less than $60 in 2020. On the
$140 - last trading day of 2019, the price was $60 per barrel. It plummeted to below $20 as a
result of the “Russian — Saudi Oil War” and reduced demand resulting the social
$120 - distancing policies associated with COVID-19. On April 17! it was under $20 per barrel.
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Closing Comments

In the near-term the U.S. and Colorado economies will deteriorate significantly. This is not shown by the current release of wage and salary
employment data for March. There are some sectors that have added workers; however, most sectors have seen significant job losses.
There is no place to hide.

Labor Data

In March 2020, there were 85,798 initial unemployment claims. Typically,
there are about 8,000 during a four-week period.

In March 2020, the unemployment rate jumped from 2.5% to 4.5%. There
was an increase of 62,314 unemployed workers.

In March, the U.S. lost 701,000 workers, a decrease of 0.46%. If
Colorado had lost jobs at that same rate, the state would have lost 12,900
employees.

The NSA change in Colorado employment for February was 51,300 and it
was 43,900 for March. The change in employment for the two months
was -7,400.

Colorado lost 3,900 wage and salary employees in March-based SA data.
This is a decrease of 0.14%.

Each of the data sets mentioned above measures the labor market
differently. They all suggest the Colorado employment will be revised
downward in future revisions.
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Comments about the U.S. Economy

Currently, this is not a financial or economic crisis. It is a health crisis. The
Federal Reserve and Congress have taken steps to prevent the health
crisis from becoming a financial crisis.

When we understand the epidemiology of the virus, we will understand
what we need to do to support the economy.

On April 9t NFIB reported that 70% of small businesses applied for PPP
loans and 50% had applied for EIDL assistance.

First, we have to get people back to work. Then we have to get people
back to play. Play is an important part of our economy and our culture.

Q2 will be ugly.

Models provide information that allow leaders to ask additional questions.
To be effective, their limitations should be understood, and they should be
used in conjunction with other information to make decisions.
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cher.co
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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 2020 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 https://cber.co.

For additional information contact cber.co at cber@cber.co or gary@garyhorvath.com.
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