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o Overview

This analysis reviews the performance of the U.S. and Colorado economies through the first ten months of 2013.

Nationally, about 186,300 jobs have been added on a monthly basis. The rate of job growth is slightly greater than it
was in 2012,

In Colorado, job growth continues to be solid. On average 56,400 jobs have been added through the first ten months
compared to the same period in 2012.

It is unlikely the current level of job growth can be sustained without greater creation of primary jobs.

This brief analysis is divided into the following sections.
« U.S. Economy

»  Colorado Economy

*  Questions and Answers

e Summary

The 2013 CBER forecast can be found at http://cber.co/CBEReconomy.html.
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United States Economy
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U S. Employment Situation
From End of Recession to Current

(000s) Jobs Added (Month Over Prior Month)
600.0 -
Average +186,300
4500 7 Average +175,000 Average +185,000  0PS Each Month-2013
Jobs Each Month-2011 Jobs Each Month-2012
300.0 - Average +85,000
Jobs Each Month-2010
150.0 -
0.0 T T 1 1 1 1 1 1
-150.0 - The monthly average of net jobs added
in 2013 is slightly higher than 2012,
-300.0 - Average -421,000
Jobs Each Month-2009
-450.0 -
Jul-09 Jul-10 Jul-11 Jul-12 Jul-13

Source: Bureau of Labor Statistics, SA.

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



‘ Unemployment Rate and Number of Unemployed

Percent Unemployed

’U'S' Unemployment Rate 105 1 Peak 10.0%, 15.4 million unemployed [ 16,000

and Number of

Unemployed

9.5 - 14,500

Both the unemployment rate and number of

unemployed have slowly trended

downward since peaking in late 2010. 85 - 13,000

At the end of October 2013, the 75 41,500

unemployment rate (blue) was 7.3%. ' ’

The total number of unemployed (red) | 10,000

ticked up, but remained below 11.3 million. ’

This is 4.4 million above the low point in

2007, but only 4.1 million below the high

point in 2009. - 8,500

Given weak GDP growth, does this drop in

the unemployment rate overstate the - 7,000

strength of the U.S. economy? Does this Trouah 4.4%. 6.7 mill loved

decline understate the difficulty some rotgh &7, 5.1 MITIoN nempIoye

industries are having finding qualified 35 - 5,500

workers? 2001 2003 2005 2007 2009 2011 2013

Source: Bureau of Labor Statistics, SA, CBER.
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Real US GDP Growth
Annual

Percent
Chained on 2009 Annual Real GDP Growth
5.0 -
CAGR = 3.2% the 1990s
4.0 - CAGR = 1.8% the 2000s
3.0 -
2.0 -
1.0
OO L T I I I I I I I I I I I T T T T I T ] T T
0 Output growth for 2010-2013 has been greater than the annualized
o average for the 2000s. Strong growth in Q3 is expected to be 0
20 - followed by weak growth in Q4 of 2013. There is a growing CAGR = 2.3% the 2010s
' consensus that stronger output growth may occur in 2014.
-3.0 -
40 Note: The BEA recalibrated the definition of the GDP in July 2013 to includes Arts and R&D.

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

Source: Bureau of Economic Analysis, The Conference Board, CBER.
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:ISM Indices
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ISM Manufacturing Composite Index

During the period February 2011-May 2013, the

Manufacturing index trended downward; however, since
May 2013 it has trended upwards and is above the neutral

point of 50.

iy
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Sources: Institute for Supply Management (ISM), FRED.
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ISM Non-Manufacturing Index-Business Activity

The Non-Manufacturing index has beén flat since July, but
it remains well above the neutral mark of 50.
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o Oingle Family Housing Permits

(000s)
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200

New Private Housing Units Authorized by Building Permits — in Structures with 1 Unit

From a historical perspective, the recent number of single family permits
issued is near historical lows. On a positive note, the number of permits
issued has trended upwards since 2011.

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Source: FRED, Department of Commerce.
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o :
» Weekly Auto and Light Truck Sales

Millions U.S. Number of Auto and Light Trucks Sold
22.0 -

After bottoming out in early 2009, annualized auto
sales have trended upward and have exceeded 15

20.0 - million for the past year. Improved auto sales
have played an important role in the recovery of 2010s Average = 13,458,000
18.0 the U.S. economy. T

16.0 - 1
Al VA
14.0 -
. 2000s Average = 15,793,00
12.0 -
1990s Average = 14,534,000
10.0 -
1980s Average = 13,476,000
8.0 . ;

Jan-80 Jan-83 Jan-86 Jan-89 Jan-92 Jan-95 Jan-98 Jan-01 Jan-04 Jan-07 Jan-10 Jan-13

Source: FRED, Department of Commerce.
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:Housing Prices — Case Shiller
U.S. vs. Denver

Q1 2000=100 Case Shiller Home Price Index
210 - U.S. (Composite 20 Cities) vs. Colorado (Denver)

200 -

U.S. (Composite 20 Cities)
190 - Housing prices are rising both in

180 - Colorado and across the nation.

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

10 - /

100

Colorado
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Source: S&P Case-Shiller.
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o . r
o Housing Affordability Index

U.S. Housing Affordability Index (Composite)

220 -
210 - A value of 100 on the HAI means that a family with

the median income has exactly enough income to
200 - Qqualify for a mortgage on a median-priced home.

An index above 100 signifies that family earning
190 - the median income has more than enough income
180 - to qualify for a mortgage loan on a median-priced

home, assuming a 20 percent down payment.
170 -
160 -
150 - S ,

The recent decline in the index
140 1 indicates housing has become
130 - less affordable.
120 -
110 -
100 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
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: FRED, NAR, NSA.
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:Summary of the U.S. Economy

The U.S. economy has added about 186,300 jobs a month through October of this year.

The Good News

After a decline in August, the equities markets have
bounced back and reached record highs.

The construction and automotive industries have
provided a foundation for growth in the economy.

Q4 output growth is expected to be weak.

Output and job growth will continue to be subpar;
however, they are positive. Most economists believe
that 2014 will be stronger than 2013 for both.

In the next 18 months, output growth will be driven by
improved housing starts, consumer spending, and
capital expenditures.
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The Challenges

It now looks like the Federal Reserve will begin to
taper their bond buying program in Q1 2014 - at the
earliest. Time will tell whether this will have a positive
or negative impact on the economy.

Rising interest rates and increased real estate values
may dampen new and existing home sales.

Companies will be challenged to find new ways to
increase productivity.

The 2013 Real GDP will be less than 2.0% - Ugh!

The roll out of the Affordable Care Act and the
budget/debt ceiling debacle helped push approval
ratings for many political leaders to record lows.
Holiday sales are expected to be weaker than last
year — sales will increase by 3.0% to 3.4% over last
year.
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Colorado Economy

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

13



® Unemployment Rate and Number

‘Colorado Unemployment Sercent Unemployed Unemployed

Rate and Number of 10.0 - 280,000
Unem ployed Peak 9.1%, 246,928 unemployed

9.0 - 250,000
Both the unemployment rate and number of
unemployed workers have trended downward
since late 2010. 8.0 - - 220,000
At the end of October 2013, the unemployment
rate (blue) was 6.8%. Since March the rate 7.0 1 190,000
has varied between 6.8% and 7.1%. This is
lower than the U.S. rate, but the difference is
not statistically significant. 6.0 - - 160,000
In October 2013, the total number of 5.0 - - 130,000
unemployed workers (red) declined slightly.
The total number of unemployed is about
twice as many as June 2007, the low point. 4.0 - - 100,000
Between June 2007 and the peak in October Trough 3.5%, 93,736 unemployed
2010, the number of unemployed workers 3.0 - C - 70,000
increased by 153,192. In the 36 months since
the peak, the number of unemployed workers
has declined by only 61,421, 2.0 — 1 —————— 40,000
2001 2003 2005 2007 2009 2011 2013

Source: Bureau of Labor Statistics, CBER.
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® Unemployment Rate and Number

‘Colorado Unemployment Sercent Unemployed Unemployed
Rate and Number of 74 - 202,000
Unemployed 2013 Peak 7.3%, 200,696 unemployed
This chart focuses on 2013. 7.3 - 199,000
There was a decline in unemployment from
7.3% in January to 7.1% in March. Since 79 | - 196,000
then the rate has moved within the range of
6.8% and 7.1% (blue), but has trended
downward. The Colorado rate is lower than
the rate for the U.S., but the BLS statesthe 7.1 - - 193,000
difference is not statistically significant.
Despite solid gains in wage and salary 70 - - 190,000
employment, the number of unemployed
workers declined by 15,189 between
January and October. From May to October
the number of unemployed has declined by 6.9 - - 187,000
only 5,210.
Trough 6.9%, 190,717 unemployed
6.8 184,000

Jan Feb Mar Aprii May June July Aug Sept Oct

Source: Bureau of Labor Statistics.
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:Colorado Wage and Salary Employment

(000s) Colorado Employment
2,400 -
2,375 - o
2013
2,350 -
2012
2,325 -
2,300 -
2011
2,275 -
2,250 -
Average employment through October 2013 is 56,400 jobs greater
2,225 - than the same period last year. After a strong first quarter, the rate
of job gains has tapered off slightly.
2,200 . . . . . . . . . . .

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec

Source: Bureau of Labor Statistics, NSA.
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‘ Strong Growth Sectors

000s
Annual Employment )
.Situ ation for Strong Growth On average, this category added an average of 17,000 jobs
each year (red line) for the period 1991 through 2012.
Sectors 30 -

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

*Professional and Scientific

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

*Health Care

«Arts, Entertainment, and Recreation

*Other Services.

-15 -

Total employment for this category was:
1992 404,900 workers, 25.4% of total employment This category added jobs in 22 of 23 years. The 2012 job growth was

th i i
2002 592,400 workers, 27.1% of total employment ranked 4™ overall for this period.
2012 739,300 workers, 32.0% of total employment. -45

Growth of this category in 2013 will be comparable to
most years during the past two decades. -60 -

Between 19,000 and 25,000 workers will be added in
2013, most likely at the higher end of that range. 75

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

Source: Bureau of Labor Statistics, CBER.
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Solid Growth Sectors

Average employment for the solid
growth sectors through ten months is
24,300 greater than the same period
in 2012.

*These sectors account for 32.3% of
total employment. They have
accounted for 42.7% of job growth in
2013.

*These sectors were forecasted to
add 19,000 to 25,000 jobs in 2013.

Source: Bureau of Labor Statistics.
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Job Change in 2013

Health Care

B-to-B (Not

Services) ]
]
N
N
I
1

Professional and
Scientific

Arts, Entertnmt,
and Recreation

Personal (Other)
Services

Private Education

Corporate
Headquarters
(MCE)

Thousands (Average)
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Solid Growth Sectors
Annual Employment (990s)

@situation for Solid

G rOWth SeCtO rs On average, this category added an average of 13,700 jobs
30 each year (red line) for the period 1991 through 2012.

Over the past two decades the following sectors usually
added jobs. As a group their job gains were stronger
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

Employment in some of these sectors has remained
flat during most of the past decade.

15

-15

Total employment for this category was:

1992 633,200 workers, 39.6% of total employment
2002 845,900 workers, 38.7% of total employment
2012 911,000 workers, 39.4% of total employment

This category added jobs in 20 of 23 years. The 2012 job
45 - growth was ranked 12 for this period.

Growth of this category in 2013 will be about average
for the past two decades. Between 12,000 and 16,000
jobs will be added.

»
o
1

75 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

Source: Bureau of Labor Statistics, CBER.
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O
)
Limited Growth Sectors

Average employment for the limited
growth sectors through ten months is
24,000 greater than the same period
in 2012.

*These sectors are 39.4% of total
employment. They have accounted for
42.6% of job growth in 2013.

*These sectors were forecasted to
add 12,000 to 16,000 jobs in 2013.

Source: Bureau of Labor Statistics.
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Job Change in 2013

Accommodations
and Food
Services

Retail Trade

Wholesale Trade

K-12 Education

Local (Not K-12
Education)

Higher Education

State (Not Higher
Education)

0.0 2.0 4.0 6.0 8.0 10.0 120 14.0

Thousands (Average)
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Volatile Sectors

Annual Employment (990s)
@ situation for Volatile
G rOWth Secto rs On average, this category added an average
30 -

of 5,100 jobs each year (red line) for the

Over the past two decades the sectors listed below period 1991 through 2012.

were the source of volatility.
15
The sectors are:
*Natural Resources and Mining
Construction
*Manufacturing
*Transportation, Warehousing, and Utilities
*Employment Services
*Financial Activities
eInformation
*Federal Government

-15

Total employment for this category was:

1992 559,100 workers, 35.0% of total employment

2002 746,000 workers, 34.2% of total employment -45
2012 659,900 workers, 28.6% of total employment.

This category added jobs in 15 of the 23 years. The 2012
job growth was ranked 12t for this period.

In 2013 this category will add between 13,000 and -60
17,000 jobs . Growth in this category will be above the
annual average.

75 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013

Source: Bureau of Labor Statistics, CBER.

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



Volatile Sectors

Average employment for the limited
growth sectors through ten months is
8,100 greater than the same period in
2012.

*These sectors are 28.2% of total
employment. They have accounted for
14.7% of job growth in 2013.

*These sectors were forecasted to
add 13,000 to 17,000 jobs in 2013.

Source: Bureau of Labor Statistics.
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Job Change in 2013

Consruction —

Employment Services _

Manufacturing .

Financial Activities

Transportation, Warehousing, and
Utilities

Natural Resources and Mining

|
|
Information .

Federal Government

(20) - 20 40 60 80

Thousands (Average)
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Questions and Answers
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o .
o Question and Answers

The next series of slides address the following questions:

» Are gas prices really headed down?

* How volatile has the stock market been?

« How is the Construction sector doing?

* How does 2013 job growth compare to previous years?

Colorado-based Business and Economic Research
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Questlons and Answers
Are Gas Prices Really Headed Down?

Over the past year, it seems that gasoline prices have been fairly flat. In recent weeks, they have
been near $3.00 per gallon in some parts of the Denver Metro area.

Are gas prices really headed down?
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:Weekly Gas Prices

Price per Weekly Retail Gasoline Prices — All Grades US and Colorado
Gallon
$4.25
$4.00 _
For a Coloradan, the average Colorado Price
$3.75
$3.50 cost to purchase 15 gallons of

gas per week was $2,760 for the
$325 1 past 52 weeks. This was about
$3.00 $1 more than the previous 52
$2.75 weeks and about $111 less than
$2.50 the U.S. total for the past 52
$2.25 weeks.

$2.00
$1.75
$1.50
$1.25

$1.00
Jan 01, Dec31, Dec30, Dec?29, Dec?27, Dec26, Dec?25 Dec?24, Dec?22, Dec21, Dec20, Dec19, Dec17,
2001 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: EIA.
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Questlons and Answers

How Volatile has the Stock Market Been?

In August the equity markets declined, but reached record highs in November.

Recently, there has been turmoil that had the potential to create volatility in the markets. (Syrian
chemical crisis, NSA, Benghazi, Iran nuclear pact, tapering, selection of the new Federal
Reserve chair, Congress playing chicken with the budget, etc.)

How much have these factors actually affected the volatility of the stock market?
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o
¢ Equities Standard and Poor’s 500 Index

%gz%%yoo Standard and Poor’s 500 Index

1800 On November 22, the S&P 500 Index topped

1,800. This represents an increase of 1,100+
1,700 1 points since March 2009.
1,600 -

1,500 -
1,400 -
1,300 -
1,200 -
1,100 -
1,000 -
900 -
800 -
700
600

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Source: FRED, S&P 500.
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‘CBOE Volatility Index
® VIX (VIXCLS)

Source: FRED, CBOE.
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P t e
ereen CBOE Volatility Index: VIX

90 -

80 -

70
Over the past year there have been various domestic and

60 - international events that have caused significant heartburn; however,
they have had minimal impact on the Volatility Index in 2013.

50 -

40 -

30 -

20 -

10 4| VIX measures market expectations of near term

volatility conveyed by stock index option prices.
0 T T T T T
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:Questions and Answers
How is the Construction Sector Doing?

The Colorado Construction sector has experienced surprisingly strong job growth in 2013.

How does this growth compare to past growth?
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® Colorado Construction
’Wage and Salary Employment

(000s) Colorado Construction Employment

133 -

_ 2013
130 1 The employment pattern in the
197 | Construction sector has been normal for
the past three years. 2013 represents
124 -+ the first year that sector growth has
191 | shown significant growth.
2012

18

15

12

2011

109 -

106 -

103 -

100 T T T T T T T T T T T 1

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

Source: Bureau of Labor Statistics, NSA.
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® Colorado Construction
Single Family Permits vs. Construction Jobs Added

SF Change in
Permits Colorado Single Family Permits vs. Jobs Added Jobs
41,000 - 9,000
38,500 - Single-family permits 6,000
36,000 - Change in Jobs . I 3,000
33,500 - .

31,000 - (3,000)
28,500 - (6,000)
26,000 - (9,000)
23,500 - (12,000)
21,000 - (15,000)
16,5005 Single-family permits are a reasonable (18,000)
16,000 1 indi%ator of :Ihz health of the construction (21,000)
13,500 - industry. The number of construction (24,000)
11,000 - jobs added correlates with the number (27,000)
8,500 - of single family permits issued. (30,000)
6,000 (33,000)

Source: BLS, NSA.
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How Has the Construction
‘Sector Performed Relative
to the Nation?

It is difficult for geographically large states
to develop distinctive competencies in
construction. In other words, the location
quotient (LQ), or concentration relative to
other industries should be near 1.0.

During the late1980s, the Colorado single
family market was overbuilt. As a result, the
industry LQ was below 1.0 through mid-
1991. Over the next 10 years the LQ
increased to about 1.5 in 2001.

In early 2001, the LQ began declining and
dropped off sharply for three years (2004). It
leveled off for five years, then plummeted
again in 2009. It bottomed out in mid-2011
and was flat until 2013. A spike in
construction jobs occurred this year.

Note: Location quotient based on all wage and salary workers.

Source: BLS ,SA.
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Location
Quotient

1.5

14 4

1.3 1

1.2 1

1.1 1

1.0 1

09 -

0.8 -

0.7 -

06 -

0.5

Construction Location Quotient

Colorado Location Quotient

Location Quotient =1

The LQ = the percentage of Colorado
Construction workers divided by the
percentage of U.S. Construction workers.

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



'Questions and Answers
How Does 2013 Job Growth Compare to Previous Years?

Preliminary projections indicate the state will add 55,000 net jobs in 2013. This is an increase of
2.3% compared to 2012.

How does that compare to previous years?
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® Low Does 55,000 Jobs Compare to Previous
® Years?

Jobs Added

(000s)

337 1n 2013 the state is expected to add 55,000 jobs (red

44 -
55 | line). In the 74 years that employment data has been
66 - recorded for Colorado, 2013 will be the 14t

-77 -+ strongest year in terms of absolute job growth.

-88 -

99 -

-110 -
1940 1946 1952 1958 1964 1970 1976 1982 1988 1994 2000 2006 2012

Source: Bureau of Labor Statistics, NSA.
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® How Does 2.3% Jo
® Years?

(Percent)

20 -
18 -
16 -
14
12

—_
o
1

d A N o N A OO ©
L1 | I I |

1940 1946 1952 1958 1964

Source: Bureau of Labor Statistics, NSA.
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b Growth Compare to Previous

Percentage of Jobs Added

In 2013 the number of jobs in the state increased by

2.3% (red line). In the 74 years that employment data
has been recorded for Colorado, 2013 will be the 45t
strongest year in terms of relative (%) job growth.

1970 1976 1982 1988 1994 2000 2006 201

2
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Job Change All Sectors
Flrst 10 Months 2013

Accommodations and Food Services
Health Care

Construction

B-to-B (Not Employment Services)

Professional and Scientific

Retail Trade

Employment Services
Wholesale Trade

Arts, Entertnmt, and Recreation
K-12 Education

Local (Not K-12 Education)
Personal (Other) Services
Higher Education

Private Education

Corporate Headquarters (MCE)
Manufacturing

State (Not Higher Education)
Financial Activities
Transportation, Warehousing, and Utilities
Natural Resources and Mining
Information

Federal Government

Source: Bureau of Labor Statistics.
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Job Change All Sectors

About 63.3% of total jobs are added in the top five
sectors. Approximately 22.9% of all jobs were added
in Leisure and Hospitality (AFS + AER).

Primary jobs/high-tech-related sectors added about 11.0% of jobs:
»  Professional, Scientific, and Technical

»  Corporate Headquarters (MCE)

*  Manufacturing

*  Information.

-2.0

0.0 2.0 4.0 6.0 8.0 10.0 12.0

Thousands (Average)
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:Summary of the Colorado Economy

The state is poised to add about 55,000 jobs in 2013.
The 2013 CBER forecast and monthly updates can be found at http://cber.col.

Good News

The September rains and flooding finally can to an end.
Progress has been made in repairing roads and
infrastructure! It is impossible to measure the tangible and
intangible damage and loss of personal wealth. Despite
government assistance, there will be a loss of small
businesses in flooded areas

The state continues to add jobs at a steady rate and job
growth is broad-based.

There has been continued improvement in real estate prices
— which is mixed news. This is good news for property
owners, but may be bad news for newcomers to the state or
people trying to get into their first home.

Revenue streams have improved for state and local
governments.

The state’s universities have reported record levels of
donations and they have added jobs steadily since 1991.
Legislation has been approved for support of the Advanced
Industries (Aerospace, photonics, biosciences, etc.). These
are critical sectors for the creation of primary jobs.

Colorado-based Business and Economic Research
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Challenges

Given the damage to the infrastructure caused by the floods
and the overwhelming defeat of Amendment 66, this is a
time for state leaders to re-evaluate its priorities (K-12
education, transportation, higher education, prisons,
economic development, social programs, health care, etc.).
There should be greater concern about the limited number of

primary jobs that are being added (economic development
groups are aware of this and addressing it).

The country has reached a point where it will learn about the
unintended and unplanned impacts of the Affordable Care
Act (these impacts may be positive or negative).

Colorado Springs may be approaching bankruptcy.

The state has developed a strategic plan that focuses on the
recruitment and retention of milennials. Is this a strategy that
will be effective on a long-term basis?
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Review of Colorado Economy
First Ten Months of 2013

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).
©Copyright 2013 by CBER.

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). Additional presentations are available at http://cber.co.

For additional information about the presentation or CBER research and services,
contact CBER at cher@cber.co.
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