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Overview

The U.S. and Colorado economies have transitioned from the
lockdown to the reopening to the recovery and to the sustained
recovery phase.

The recovery is uneven across industries and regions because
of the difference in leadership, policies, management of C-19,
business mix, and business and regulatory environments.

The U.S. sentiment indices and economic indicators are pointing
to continued improvement in the economy. Colorado is ranked in
the upper half of all states for employment recovery.

The recovery is slower than desired, but faster than anticipated.
U.S. employment for August was 92.7% of December 2019.
Colorado employment for August was 94.2% of December.

Professional and technical services (PST), private education,
federal government, and manufacturing are projected to add jobs
in 2020. Tourism has been devastated by the lack of confidence
in traveling and the extractive industries have been punished by
state regulations and reduced global demand. Other services
and administrative services continue to struggle.
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Real Gross Domestic Product Forecast
United States

Key Points

There was a severe decline in real GDP in Q2 2020 followed by a strong rate of
growth in Q3. Weak growth is projected for Q4.

Annual real GDP rate for 2020 will be -3.8% and personal consumption will be -4.8%.

Annual real GDP rate for 2021 will be 3.2% with personal consumption of 3.2%.
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U.S. Real GDP Growth

The Conference Board Forecast

2020
The Conference Board September 9 base scenario forecast shows a decline in
real GDP of 31.7% in Q2 2020 followed by a projected increase of about
32.9% in Q3. The forecast for personal consumption is similar. The forecast for
Q3 was upgraded slightly and a slower rate of growth is expected in Q4. Real
GDP growth for 2020 will be -3.8% with personal consumption of -4.8%. The
September forecast is more optimistic than the August forecast.

2021
The U.S. will see positive annual real GDP growth in 2021 if it avoids
major C-19 lockdowns, and sees a successful reopening of the
education system, and increased confidence in air travel. Real GDP
growth will be 3.2% and personal consumption will be 2.6%. At this
point, the damage from the high unemployment rate is a major
concern for Q4 2020 and early 2021.

Conference Board 2020 US Real GDP Growth Forecast (September 9, 2020)

Q12020 Q2 2020 Q3 2020 Q4 2020 2018 2019 2020 2021

Real GDP -5.0% -31.7% 32.9% 1.3% 2.9% 2.2% -3.8% 3.2%
Personal Consumption -6.9% -34.1% 33.2% 2.4% 3.0% 2.4% -4.8% 2.6%
Residential Investment 19.0% -37.9% 33.0% 10.0% -1.5% -1.7% 1.2%% 0.7%
Real Capital Spending -6.7%. - 26.0% 6.8% 4.7% 6.4% 2.9% -5.9% -0.7%
Exports -9.5% -63.2% 19.0% 5.0% 3.0% -0.1% -16.3% -0.1%

Source: The Conference Board and cber.co.

Source: The Conference Board, https://www.conference-board.org/publications/Economic-Forecast-US, cber.co.
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Unemployment Initial and

Continued Claims
United States and Colorado

Key Points
After rising quickly in March and April, the number of initial and continued claims
declined as the economy transitioned from the lockdown phase to recovery to
sustained growth.

The number of initial claims has declined at a faster rate than the continued
claims.
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Initial Unemployment Claims (Weekly)
United States And Colorado 2019 to Current
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United States and Colorado Initial Unemployment Claims (Weekly)
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Source: FRED, Department of Labor, cber.co. Note: Does not include Pandemic Unemployment Assistance (PUA).
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Continued Unemployment Claims (Weekly)
United States and Colorado 2019 to Current
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Source: FRED, Department of Labor, cber.co. Note: Does not include Pandemic Unemployment Assistance (PUA).
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Unemployment Rate, Labor Force
Participation Rate, Unemployment
Rate by State, and Job Openings

United States and Colorado

Key Points

In August, the U.S. unemployment rate continued to drop. The rate declined in 41
states, was greater in 2 states, and was stable in 7 states and D.C.

Forty states and the District of Columbia currently have single digit unemployment
rates.

The U.S. and Colorado labor force participation rates have increased but remain
well below the total for February.

The number of unemployed far exceeds the number of job openings, but the
number of job openings has been increasing.
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U.S. and Colorado Unemployment Rate
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U.S. Unemployment vs. Colorado Unemployment Rate

The U.S. August rate of

unemployment is below the
peak unemployment rate for The U.S. unemployment rate (red) rose from 3.5%

the Great Recession (10.0%) in February to 14.7% in April. It fell to 8.4% in
S August. The number of unemployed dropped from
21.6 million in April to 13.6 million in August.

8.4%

—U.S. Rate

—— Colorado Rate 6.7%

The Colorado unemployment rate peaked at 12.2% in April. It declined to 6.7% in August. The
number of unemployed dropped from 373,643 in April to 206,074 in July.

2006 2008 2010 2012 2014 2016 2018 2020

Source: Bureau of Labor Statistics and cber.co.
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Unemployment Rates by States
August 2020

In August, the U.S. unemployment rate dropped

Unemployment Rate < 6.5% Unemployment Rate Between 6.4% and 8.5% {5 8 49, Thirty-four states had unemployment Unemployment Rate is 8.5% or Greater
Rank State August rates less than 8.5% (green).
1 Nebraska 40% Rank State August Rank State August
2 Utah 41% 17 New Hampshire 6.5% Six states had an unemployment rate of 5.0% or 35 District of Columbia 8.5%
S {550 499, 18  North Carolina 6.5% less. 36 Tennessee 8.5%
4 South Dakota 4.8% 19 Wyoming 6.6% 37 Washington 8.5%
5 Vermont 4.8% 20  Colorado 6.7% About 20% of the U.S. labor force is located in 38 Michigan 8.7%
6  North Dakota 5.0% 21 Texas 6.8% the 16 states with unemployment rates less than 39 Delaware 8.9%
7 awne 5 6% 22 Kapsas 6.9% 6.5% (column 1). 40 Ohio 8.9%
8  Georgia 5 6% 23  Maine 6.9% . _ . 41  West Virginia 8.9%
9  Montana 5 6% 24 Maryland 6.9% About 35% of the U.S. labor force is located in 42 Pennsylvania 10.3%
T T o 25 Missouri 7.0% ’éhz 0/18 st§t§s5 (\;llth ulnempzloyment rates between 43 New Jersey 10.9%
I r— gy 26 Aaska 7.4% 4% and 8.5% (column 2). 44 llinois 11.0%
0
12 lowa 6.0% g; ﬁlr:railgasas ;jof About 45% of the U.S. labor force is located in 22 L/Iassachgsetts 11240
13 Virginia 6.1% 29 Mi o the 16 states and DC with unemployment rates eWexIco —
14 Wisconsin 6.2% innesota 7.4% 0 47 California 11.4%
. 30 Kentucky 7.6% greater than 8.4% (column 3). 48 Hawai 12.5%
15 South Carolina 6.3% — - 270
16 Indiana 6.4% 31 Louisiana 7.6% The states with the largest labor forces are CA, 49 New York 12.5%
32 Oregon 7.7% TX, FL, NY, PA, IL, OH, GA, NC, and MI. About 50 Rhode Island 12.8%
33 Mississippi 7.9% 53% of the U.S. labor force works in these 10 51 Nevada 13.2%
34  Connecticut 8.1% states.
Source: Bureau of Labor Statistics, cber.co.
10
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Labor Force Participation Rate (LFPR)

United States and Colorado

Labor Force Participation Rate

Percent
75% -
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Colorado (blue) than the U.S
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Source: FRED, BLS, cber.co.
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Job Openings and Separations (JOLTS)

United States

Job Openings and Separations

(000s)
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Between April 2014 and February 2020, the unemployment rate was ”
12,000 - lower than normal. Job openings (blue) exceeded separations (red). In
July 2020 there were about 6.6 million openings and about 5.0 million
10,500 - separations. The increase in job openings is helping reduce the
unemployment rate.
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6,000 - P \/5’007
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1,500 T T T T T T T
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Source: BLS, JOLTS cber.co.
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Change in Employment During the
Reopening by Sector, State, and
Wage Category

United States and Colorado

Key Points

The recovery in U.S. and Colorado wage and salary employment is continuing at a
faster rate in Colorado than the U.S. The return to December 2019 pre-pandemic
employment level will occurin Q2 2021 at the earliest.

Employment is increasing unevenly across all NAICS sectors and states. Sectors

with higher wages lost fewer jobs and are closer to recovery than sectors with
lower wages.

Colorado-based Business and Economic Research https:cber.co
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Seasonally Adjusted Wage and Salary Employment

United States vs. Colorado
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Source: Bureau of Labor Statistics and cber.co.
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United States

U.S. seasonally adjusted wage and
salary employment for August was
140.91 million (blue dotted line).
August employment is 92.7% of the
December 2019 total; there were 11.1
million fewer jobs in July. As a point of
reference, U.S. employment in April
(the trough) was 85.7% of December
2019 employment (152.0 million).

Colorado

Colorado seasonally adjusted wage and
salary employment for August was 2.65
million (red dotted line). August
employment is 94.2% of the December
2019 total; there were 163,900 fewer
jobs in August. By comparison,
Colorado employment in April (the
trough) was 87.8% of December 2019
employment (2.81 million).
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Percentage Colorado Employment Recovery by Sector
August 2020 as Percent of December 2019

August 2020 as a Percent of December 2019 Employment, Recovery by Sector
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Source: Bureau of Labor Statistics and cber.co.
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August/December Recovery
This chart shows August 2020 sector
employment as a percentage of
December 2019 sector employment to
illustrate the difference in the rate of
recovery for each sector. August
employment is 94.2% of December
2019.

Key Take-aways
August employment for the federal
government, private education, PST,
and manufacturing sectors are all
greater than December 2019. These
sectors are the green bars.

The sectors that are a drag on the
recovery are leisure and hospitality
(AFS and AER), extractive industries,
state government, and other services.
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Percentage U.S. Employment Recovery by Sector
August 2020 as Percent of December 2019

August 2020 as a Percent of December 2019 Employment, Recovery by Sector
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August/December Recovery
This chart shows August 2020 sector

111.3% employment as a percentage of

December 2019 sector employment to
illustrate the difference in the sector
rate of recovery. Overall August
employment is 92.7% of December.

Key Take-aways
August employment for the federal
government is greater than December
2019. Other top sectors include
financial activities, PST, and state
government

The sectors that are a drag on the
recovery are leisure and hospitality
(AFS and AER), extractive industries,
administrative services, information,

1159 and other services.
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Percentage Employment Recovery by State
August 2020 as Percent of December 2019

August vs. December % Change Greater Than or Equal to 92.3% August vs. December % Change Less than 92.3%
Rank State Aug,/December  Rank State Aug./December Recovery Varies Across the U.S. Rank State Aug./ December
1 Idaho 98.6% 18 Texas 94.4% : 34  Wisconsin 92.2%
2  Mississippi 97.4% 19  Florida 94.4% ﬁ}ug# Sttemlployment for tf;e 1,; states in 35 Oregon 92.2%
3 Utah 97.2% 20  Kentucky 94.2% ¢ lrst coumn was greatet than 36 Rhode Island 92.2%
4 Indiana 96.6% 21 Virginia 94.2% 94.4% of the December total. The 37 Ohio 92.0%
5 Arizona 96.2% 29 Colorado 94.2% employment in these healthier states 38 New Hampshire 92.0%
6  Arkansas 95.8% 23 lowa 94.2% accounts for about 21% of August 39 New Mexico 91.9%
; L\l\le?)raSka gg-gz’f 24 Louisiana 93.5% employment. Several of these states 40 Pennsylvania 91.7%
o K:n:arza 05 6% 25 Wyoming 93.5% may return to their level of December 41 Delaware 91.6%
. 0 a .

10 Georgia o5 50 26 Washington 93.3% 2019 employment by the end of 2020. 42 Maine S
TN ww Z e T o T
12 Oklahoma 95.1% 5 Dizgi:tnof pe——. 93'00/2 The 15 states and D.C. (second i N:\:vcjgzey 5 40/2

13 Tennessee 95.0% . ' I t for about 38% of '
30 Minnesota 92.9% column) account for about 38% o 46 Alaska 90.0%

. : , :
e - 31 North Dakota 92.8% August employment. The 18 states in 47 Michigan 89.8%
16 South Carolina 94.7% 32 North Carolina 92.8% the third column account for about 38% 48 Vermont 89.5%
17 West Virginia 94.7% 33 Connecticut 92.5% of August employment. 49 Massachusetts 89.1%
50 New York 87.6%
51 Hawaii 83.0%

Source: Bureau of Labor Statistics, SA, cber.co.
Colorado-based Business and Economic Research https:cber.co 17



Recovery of Employment by Wage Category

Low, Midrange, and High Wages
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Recovery of Employment by Wage Category August 2020

/

Midrange wage employment in
August (red) was 94.7% of
December 2019 employment;
58,300 midrange wage jobs need
to be added to return to the
December level.

12/2019 to Current
——Mid-Range Wages
—— Lower Wages
——Higher Wages

Low wage employment in
August (green) was 89.9% of
December 2019 employment;
90,300 low wage jobs need
to be added to return to the
December level.

Lower wages (red)— Retail trade, leisure and hospitality, administrative services, and other services;
30.4% of employment.

Midrange wages (green)- Construction, TWU, government, and private education, 39.1% of employment.

Higher wages (blue)- Extractive services, manufacturing, wholesale trade, information, financial
activities, PST, and MCE; 30.5% of employment.

High wage employment in
August (blue) was 98.4% of
December 2019 employment;
15,300 high wage jobs need
to be added to return to the
December level.

2019 Feb March Aprli  May June July Aug Sept Oct  Nov

Source: BLS, cber.co.
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Colorado Revised Employment
Forecast for 2020

Best Case, Modest Growth, and Worst Case

Key Points

The January 2020 cber.co forecast called for Colorado to add 50,000 jobs in 2020. This
forecast was revised with three recovery scenarios.

Best case recovery — average annual employment will decrease by 79,900 in 2020. An
average of 21,000 jobs will be added per month until recovery occurs.

Modest growth scenario — average annual employment will decrease by 95,900 in
2020. An average of 17,000 jobs will be added per month until recovery occurs.

Worst case scenario — average annual employment will decrease by 115,900 in 2020.
An average of 12,000 jobs will be added per month until recovery occurs.

Colorado-based Business and Economic Research https:cber.co
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2020 Colorado Employment Forecast Revision
Background, Assumptions, and Scenarios

Short-term Growth Sectors

Professional, scientific, and technical;
manufacturing; information; management of
companies (headquarters); financial
activities; construction; and warehousing.

Background for Forecast Revision

In early January, the cber.co 2020 Colorado economic
forecast projected Colorado employment would increase by
50,000. All bets were off when the C-19 pandemic and
subsequent lockdown was put in place.

In March, it was thought the state employment might decline
by 350,000 in 2020. Six weeks later, informal projections
lowered the amount of decline to 250,000. On June 19, the
Governor’s Office of State Planning and Budgeting (OSPB)
forecasted Colorado’s employment would decline by
152,900 in 2020. This forecast called for an increase in
employment of 47,300 in 2021. The OSPB September
update is more optimistic about 2020.

There have been a lot of moving pieces that have made it
difficult to understand changes in the economy. This revision
to the cber.co Colorado employment forecast provides three
scenarios for employment growth for 2020 to account for the
current level of uncertainty.

Colorado-based Business and Economic Research https:cber.co

Lagging Sectors

Leisure and hospitality, retail, state and local
government, transportation, extractive
industries (oil and gas), wholesale trade,
other services, and administrative services.
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2020 Colorado Employment Forecast Revision
Background, Assumptions, and Scenarios

Best Case Recovery Scenario
This scenario projects average monthly
employment increase by 21,000 each month
until the December 2019 level is met.

C-19 flareups are expected and will be
managed on a targeted basis. There will be a
limited return of spectator sports and arts
activities. There will be good snow for the
winter ski season. In addition, K-12 and
higher education will operate with limited
problems related to C-19. In addition,
progress will be made with a vaccine and the
presidential election and its outcome will not
impact the country’s economic vitality.

2020 and Recovery
The change in 2020 employment will be
-79,900 and employment will return to the
December 2019 level in Q2 2021.

Colorado-based Business and Economic Research https:cber.co

Modest Recovery Scenario
This scenario projects average monthly
employment will increase by 17,000 each
month until the December 2019 level is met.

C-19 flareups will occur and may result in
targeted lockdowns. Spectator sports and
arts activities will return with some problems.
There will be challenges with the winter ski
season. In addition, the return to school for
K-12 and higher education will not go as well
as anticipated. Finally, the presidential
election and its outcome will be a mild
disruption to the management of C-19 and
the country’s economic vitality.

2020 and Recovery
The change in 2020 employment will be
-95,900 and employment will return to the
December 2019 level in Q2 2021.

Worst Case Growth Recovery Scenario
This scenario projects average monthly
employment will increase by 12,000 each
month until the December 2019 level is met.

C-19 flareups will result in lockdowns.
College and professional sports will be held,
but with problems. Air travel will not increase
significantly, In addition, the return to school
for K-12 and higher education will be worse
than anticipated. Finally, the presidential
election and its outcome will significantly
disrupt the management of C-19 and the
country’s economic vitality. There will be no
C-19 medical breakthroughs.

2020 and Recovery
The change in 2020 employment will be
-115,900 and employment will return to the
December 2019 level in Q4 2021.
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Scenarios for Wage and Salary Employment Recovery

Colorado
(0005) Scenarios for Colorado Employment Recovery to December 2019 Level
2,900 -
2,800 - —_—
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2300 - Scenario | - Best case
Scenario Il - Modest recovery
2,200 - e Scenario |l - Worst case
2,100

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

Colorado-based Business and Economic Research https:cber.co
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Three Scenarios for Recovery

There are three scenarios of average
monthly employment for the recovery of
Colorado wage and salary employment
to the December 2019 level.

Scenario | (Green) An average of
21,000 jobs will be added per month.
Recovery will be Q2 2021.

Scenario Il (Gold) An average of 17,000
jobs will be added per month. Recovery
will be Q2 2021.

Scenario Ill (Red) An average of 12,000

jobs will be added per month. Recovery
will be Q4 2021.
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Recovery of Major Sectors Colorado

Recovered, Early Recovery, Midterm Recovery, and Last
to Recover

Key Points
This section includes charts that show employment levels for the following sectors
from 2006 to current.
Recovered: Federal government, private education, PST, and manufacturing.

Early recovery: MCE, financial activities, retail trade, administrative services, and
information.

Midterm recovery: Construction, health care, wholesale trade, local government,
TWU, and other services.

Last to recover: Extractive industries and leisure and hospitality (AFS and AER).

Colorado-based Business and Economic Research https:cber.co 23



Recovery of Local Government and Retail Employment
Colorado (Large Sectors)

Recovery of Local Government and Retail Employment
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Recovery of PST, Health Care, and Leisure and Hospitality Employment
Colorado (Large Sectors)

Recovery of PST, Health Care, and Leisure and Hospitality Colorado Employment
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Recovery of Construction and Financial Activities Employment
Colorado (Medium/Large Sectors)

0005) Recovery of Construction and Financial Activities Employment
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120 - Recession on employment. In addition,

Financial Activities the period from December 2019 to

110 - currentis highlighted to show the
impact of the pandemic lockdown,
reopening and recovery.

2006 2008 2010 2012 2014 2016 2018 2020

100

Source: BLS, cber.co.
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Recovery of Manufacturing and Administrative Services Employment

Colorado (Medium/Large Sectors)

(000s)
190 -

180 -
170 -
160 -
150 -
140 -
130 -
120 -

110 -

100

12/2019 to Current
Great Recession
—— Manufacturing

—— Administrative Services

Recovery of Manufacturing and Administrative Services Employment

Administrative services (purple) provide
business services that support other
businesses. The growth of the sector relies on

the success and growth of other companies
and the overall economy.

Manufacturing in Colorado (green)
showed steady growth from 2010 to
current. It has surpassed December
2019 employment levels.

This chart shows SA Wage and Salary Employment from
2006 to current. It shows the impact of the Great Recession
on employment. In addition, the period from December 2019
to current is highlighted to show the impact of the pandemic
lockdown, reopening and recovery.

2006

2008

Source: BLS, cber.co.
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Recovery of Information, Other Services, and State Government Employment
Colorado (Medium Sectors)

(000s)
140 -
135 -/| This chart shows SA Wage and
130 - Salary Employment from 2006 to
current. It shows the impact of the
125 | Great Recession on employment.
120 -| Inaddition, the period from
115 - December 2019 to current is
highlighted to show the impact of
110 - the pandemic lockdown,
105 -| reopening and recovery.
100 -
95 -
90 -
85 -
80 -
75
70
65

Recovery of Information, Other Services, and State Government Employment

1212019 to Current The recovery of other services (red) is contingent on increased

Great Recession personal consumption. State government (purple) jobs will be
—— Information added when increased funds are available.
—— Other Services

—— State Government

= Information (green) has not been affected significantly by [

the pandemic. Over the past decade, the volatility of the
sector has not been affected greatly by the business cycle.
Employment could possibly return to the December 2019

\__\__/—""\\—w’\\ level by the end of the year.

2006 2008

Source: BLS, cber.co.

2010 2012 2014 2016 2018 2020
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Recovery of Wholesale Trade and TWU Employment
Colorado Medium Sectors

Recovery of Wholesale Trade and Transportation, Warehousing, and Utilities Employment

(000s)
140 -
135 | This chart shows SA Wage and 12/2019 to Current
130 - Salary Employment from 2006 to Great Recession

current. It shows the impact of the .
125 | Great Recession on employment. Wholesale Trade Wholesale trade (yellow) posted steady gains between 2010
120 | In addition, the period from —— Transportation, Warehousing, and Utilites ~ and 2020. The slow recovery of the sector is expected to
115 | December 2019 to currentis continue until the economy gets stronger.

highlighted to show the impact of
110 - the pandemic lockdown,
105 -/| reopening and recovery.

100 -

95 -

90 -

85 -

80 -

75 The decline in the TWU sector (blue) is

70 primarily ip tr§n§ponati9n. Utilities are flat and
65 | | | | warehpusmg Is increasing. |

2006 2008 2010 2012 2014 2016 2018 2020

Source: BLS, cber.co.
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Recovery of Federal Government, Private Education, Management of

Corporations, and Extractive Industries Employment
Colorado (Small Sectors)

Recovery of Federal Government, Private Education, MCE, and Extractive Industries Employment

(000s)
65
60 - Federal government employment (yellow) is above the December level
55 because temporary employees were hired for the 2020 Census.
50 - . .
i5 MCE (red) will likely exceed its 2019 December level of employment later
this year. Private education (green) has topped the December 2019 lev
40 - -
35 -
30 -
25 - 12/2019 to Current
20 Great Recession
This chart shows SA Wage and Salary Employment from
15 - 2006 to current. It shows the impact of the Great Fecljeral Govern.ment The extractive industries have been
10 - Recession on employment. In addition, the period from — Private Education hamstrung by state requlations and
December 2019 to current is highlighted to show the ——MCE g by g
S impact of the pandemic lockdown, reopening and recovery. _ ) reduced global demand.
0 —— Extractive Industries
2006 2008 2010 2012 2014 2016 2018 2020

Source: BLS, cber.co.
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Major Sentiment Indices

Consumer Sentiment Index, NFIB Small Business
Optimism Index, and Manufacturing and Services PMI
Indices

Key Points

The Michigan Consumer Sentiment Index was flat in July and August but ticked
upwards in September.

The Small Business Optimism Index decreased slightly in July on expectations of
increased hiring. They remain cautiously optimistic.

Manufacturing and services purchasing managers are optimistic about the future
and their industries are in expansionary territory.

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

Michigan Consumer Sentiment Index

1966 Q1=100 Recessions

120 -
116 - The index slipped from 101.0 in

12 - February to 71.8 in April. In August, it
108 - rebounded to 78.9, its highest level

104 - since March.
100 -
9% -
92 -
88 -
84 -
80 ool I L N L L L [ | A I\N

j 78.9
76 - ‘ W
72 -
68 1 After declining in April the index did not bounce back
64 - immediately as consumers were faced with spikes in

60 - C-19 cases and a slower than desired recovery. The

gg ] good news is the index has not dropped further.

1980 1982 1984 1992 1994 1996 1998 2000 2002 2004 2006 2008

Index = = =Current Value

1986 1988 1990 2010 2012 2014 2016 2018 2020

Source: University of Michigan, cber.co.
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NFIB Small Business Optimism Index
United States

NFIB Small Business Optimism Index

1984=100 Recessions NFIB = —= =Current Value

1 16 b . . . . .
The index rose to 100.2, slightly above the historical 46 year average in August.

112 - NFIB stated that “job openings and plans to hire are increasing, but many small
108 businesses are still struggling and are uncertain about what the future will hold.”
104 -
100 - PA S L o == =FY-y1- ---FF

9% -

92 -
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84 -
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1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Source: NFIB, cber.co.
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ISM PMI Composite Indices

Manufacturing vs. Services

ISM Manufacturing PMI vs. Services PMI Composite Indices

70
—— ISM Manufacturing Index The services index (orange) closed the year on a strong note at 55.0. It reached its 2020 peak
65 - ——1SM Services Index of 58.1 in July and dropped off to 56.9 in August. Expectations are for solid but slower new
— Neutral orders and business activity. There is increased optimism for hiring.
60 | A 5
N A A/
\ 5
55 | /) ’
W
v W/ (
o D . M R
V" v (WA )
45 -
After being below 50 from September 2019 through
December, the Manufacturing index (blue) rallied in January
40 and February 2020. Unfortunately, it reversed directions and
bottomed out at 41.5 in April. It has bounced back and was
35 Values > 50 points represent an expansion and values < 56.0 in August. Expectations are for increased new orders,
50 points represent a contraction. A value of 50 is neutral. production, and employment.
30 I I I I 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 I I I I I I I I I I I I I I I I I I I I I
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Source: Institute of Supply Management, cber.co
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Production and Income

Industrial Production and Change in Real Disposable
Personal Income

Key Points

Industrial production has rebounded as businesses have opened and the recovery
process has continued.

Real disposable income (RDI) is greater than normal as a result of the federal relief

programs that were developed in response to the C-19 lockdown. RDI will continue
to decline as relief programs are ended.
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Industrial Production Index
All Industries and Manufacturing

Industrial Production, All Industries and Manufacturing
Index, 2012 = 100

115.0
Industrial production for all
industries measures real output in
110.0 -| the manufacturing, mining,
electric, and gas industries, —— All Industries
relative to a base year. .
—— Manufacturing
105.0 -
101.4 -
100.0 A ‘
99.3 ]
The IPI bottomed out in April 2020
95.0 .
and has increased for four
consecutive months. In August the IPI %J
90.0 value for manufacturing reached 99.3
and the value for all industries was
101.4.
85.0 -
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: FRED, Federal Reserve, SA, cber.co.
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Real Disposable Personal Income
Percent Change Prior Year

o YOY Percent Change Real Disposable Personal Income
=P A worker’s disposable personal income (DPI) is how much money they have to spend

16.0% | after subtracting taxes, including income tax, Social Security tax, and Medicare tax from The most current data, July 2020, shows the YOY
aII.income sources. This can be used for spending or §aving. It i§ calculgteq by making Change in real disposable personal income was 8.4%.

14.0% -| adjustments for inflation using the personal consumption expenditure price index as the The increase reflects social benefits to individuals from
deflator.

12.0% - federal economic recovery programs in response to the

y prog

100% - C-19 lockdown.

8.0% - 8.4%
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40% -

20% -
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Source: BEA, FRED, SA.

Colorado-based Business and Economic Research https:cber.co



Other Industry Metrics

U.S. Light Truck and Auto Sales, Advanced Retail Sales,
Colorado Retail Sales, and Denver International Airport
(DIA) Passengers

Key Points
Auto and light truck sales have rebounded quicker than anticipated.

The retail industry has been evolving in ways that have impacted employment, the
number of brick and mortar establishments, and e-commerce. The lockdown for
C-19 has accelerated some of those trends. Sales rebounded quickly in Q2 2020,

in part because of the federal support programs. Additional assistance may be
necessary to stimulate consumption in Q4.

The sharp decline and slow recovery of passengers at DIA is an indication that
Americans are not comfortable traveling, especially on airplanes. The economy will
not fully recover until that confidence is regained.
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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, After falling to 8.7 million units in April
200 | SAAR, with annual sales of 17.0 million. Annual sales for 2020 were sales bounced back to 15.2 million,
projected to drop to 16.8 million, in part because of strong competition SAAR, in August.
from the used car market.
18.0 -
16.0 - 152
14.0 - Unit sales have been consistent
for the past five years:
120 2019 17.0 million
' At the trough of the 2018 17.3 million
recession, February 2017 17.1 million
100 120009, sales dropped to 2016 17.5 million
9.0 million units. 2015 17.4 million
8.0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

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

Monthly
Millions United States Advance Retail, Excluding Food Services Sales
$525,000
—2017 —2018 2019 ——2020 Federal support programs played a role in the early
$500,000 stages of the recovery. Additional assistance will be
necessary to ensure a continuation of consumption at
$475,000 this level during the remainder of 2020.
$450,000 K _ T~
$425,000 \ / -
Year Sales (millions) % Change
$400,000 2019 §5452,351  34%
2018 $5,272,247 4.2%
$375,000 2017 $5,058,370 4.6%
, , , . 2016 $4,837,599 2.5%
$350.000 Sales :)n 2020 were projected to increase by 3.3%. YTD sales through August were 2015 $4.721 579 19%
’ up 0.2% compared to 2019. 2014 $4,633,589 39%
0,
$325,000 | __2013 $4458107  38% |
January February March April May June July August September October November December
Source: U.S. Census Bureau, FRED, cber.co. Note: Not adjusted for inflation.
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Colorado Retail Sales

Monthly
Millions Colorado Retail Sales
$28,000 -
$26,000 - 2017 —2018
Colorado retail sales started strong in 2020 (green). YTD retail
$24,000 - sales through July are up 0.55% compared to the same period in —2019 e 2020
2019 (orange). Federal support will be necessary to ensure
$22,000 - continued consumption through the remainder of the year.
$20,000 -
$18,000 -
$16,000 -
$14,000 -
$12,000 ‘ ‘ ‘ ‘
January February March April May June July August September October November December

Source: Colorado Department of Revenue, cber.co. Note: Not adjusted for inflation.
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Denver International Airport Passengers

Monthly
5 DIA Passengers

assengers
9,600,000 -
9000000 .  The most current data, through July 2020, shows the TSA security checkpoint data shows DIA is the top
8400000 . Snarp decline in the number of DIA passengers in March performing U.S. airport in the recovery of the number of
7800000 and April. On a YTD basis, the number of passengers are passengers.

e 53.1% of the total for the same period in 2019 (blue). The
7,200,000 - . . :
6.600.000 number of passengers will not increase to 2019 levels until

SO Americans feel more comfortable traveling on planes.
6,000,000 -
5,400,000 -
4,800,000 -
4,200,000 - ——2018 ——92019 ——2020 Year Passengers % Change
3,600,000 - 2019 69,015,703 7.0%
3,000,000 - 2018 64,494,613 5.1%
T T
1,800,000 - 2015 54,014,502 1.0%
1,200,000 - 2014 53472514 1.7%

600,000 - 2013 52,556,389 -1.1%

O T T T |
January February March April May June July August September October November December

Source: Fly-Denver.com, cber.co.
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Other Key Metrics

S&P 500 Index, WTI Crude Oil Prices and Colorado Oil
Production

Key Points

The S&P Index fell 34% in February and March. It has rebounded and is 1.5% above
the December 31 closing level.

The lower demand for oil has played havoc with the price of oil, although the price
has been in the upper thirties and lower $40 per barrel through the second half of
the summer.

The level of oil production in Colorado and other states has declined in 2020.

Within the past year, the industry has been negatively impacted by state
regulations.
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Standard and Poor’s 500 Index

Daily Standard and Poor’s 500 Index

S&P 500
3,600 -
3400 - The S&P 500 posted
3,200 - the following gains:
3,000 - 29.8% in 2019
2,800 - -6.2% in 2018
2,600 - 19.4% in 2017
2400 - 9.5% in 2016
2,200 - -0.7% in 2015
2000 - 11% i.n 2014
1800 30% in 2013
1600 After reaching 3,386 on February 19, 2020 the S&P 500
1400 - slipped to 2,237 on March 23. That is a loss of 34% or
1900 1,148 points. On September 21, the index closed at 3,281,
1’000 | up 1.5% from the 2019 year-end value.

800 -

600 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: FRED, S&P 500, cber.co.
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Crude Qil Prices

West Texas Intermediate

pofers per Crude Oil Prices: West Texas Intermediate, Cushing, Oklahoma
$160 -
On the last trading day of 2019, the price for a
$140 - barrel of oil was $60. In 2020, prices were
expected to be $59.25 per barrel. Since the third
$120 - week in June, the price for a barrel of oil has been
about $40. It closed above $39 on September 21.
$100 -
$80 -
$60 -
$40 -
$20 -
$0

Source: FRED, EIA, cber.co.
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Colorado Field Production of Crude Oil
2011 to 2020 (Thousand Barrels)

Thousand Colorado Crude Oil Production
Barrels
18,000 -
17,000 - , : .
Colorado’s production of crude oil reached 15,809
16,000 - . : :
15.000 - record levels in 2015, despite the drop in the 14,28

price of oil. In 2016, rig count was down, but

1:’888 production remained strong, albeit at a slightly 14,831
12,000 - lower level than 2015. a7
10,285

11,000 - 9,925

pondl Monthly Producti

9,000 N ontnly Frodauction | 7’970

8,000 - —— Average Monthly Production

7,000 - After three years of record production, there has been a downward

6,000 - 5,925 trend in 2020. The decline in Colorado production is expected to be

5,000 - 41 3W/ great'er'in the months ahead. It has been gaused by §tate .regulati(.)ns

4,000 - 3,292 and limited global demand. The slowdown in production will negatively

3,000 </ — impact in-state suppliers and recipients of tax revenues.

2,000 T T T T T T T T T
Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20

Source: EIA, cber.co.
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summary
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Key Points

The United States and Colorado have transitioned unevenly from lockdown to reopening because of differences in policies, leadership,
resources, number of C-19 cases, and industry mix. Colorado is currently ranked in the middle of all states for employment recovery.

Reasons to be Optimistic

Only ten states have double digit unemployment rates. Three states have
rates of 5.0% or less.

The elections, and associated chaos, will be over soon.

National indices for small businesses, consumers, manufacturers, and
non-manufacturers are optimistic.

In Colorado, employment in sectors with higher wages is closer to
recovery than midrange or low wage sectors.

Colorado August employment for the PST, federal government, private
education, and manufacturing sector is greater than the December 2019
level.

Some Colorado sectors are experiencing challenges finding qualified
workers, specifically construction. In addition, Amazon is offering a sign-
on bonus for jobs that pay $15 to $16 per hour.

Colorado-based Business and Economic Research https:cber.co

Reasons for Concern

The high unemployment rates in major cities, such as LA, NYC, Detroit,
Boston, and Chicago, will slow the recovery of the overall U.S. economy.

In Q4 the overall economy may experience a slowdown caused by high
unemployment rates and high C-19 rates.

Transportation is a bellwether sector, particularly air transportation. It
measures the confidence consumers have in traveling, particularly on
planes. That level of confidence is weak but improving. DIA is considered
one of the top performing airports in the country.

Funding for state and local government and education will be shaky.

In Colorado, the following sectors will be a drag on the recovery: leisure
and hospitality, extractive industries, other services, and administrative
services.
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