cber.co
Colorado Economic Forecast 2019

Colorado-based Business and Economic Research
Prepared
January 12, 2019

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



® Overview of 2019 Economic Forecast
® Colorado and the United States

This chartbook provides a series of graphs, tables, discussions, and data that tell the story about what will
drive changes in the Colorado and United States economy in 2019. This information is divided into the
sections listed below.

Global and U.S. Economy The Colorado Economy

»  Forecast Highlights_ *  Real Gross Domestic Product
»  The Global and United States Economy + Population - Components of Change

* The Global Economy , *  Employment, Unemployment Rate, and the
— Real Gross Domestic Product Unemployment Gap

* The Ugte? (S;tates[l)iconomyp y «  Employment Forecast - Employment in Strong Growth,
- Eeal rosst orr&eshc rc|> uct Solid Growth, and Volatile Categories
—  Employment and Unemployment , «  Housing and Construction, Inflation, Oil, Retail Trade
— Manufacturing and Nonmanufacturing Indices Sales. and State Government Revenue

and Productivity e Summary of the Colorado Econom
— 30-Year Mortgage Rates and Inflation i y

Corporate Profits and S&P 500
—  Summary of the U.S. Economy
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O : :
o Forecast Highlights

Key statistics for the Colorado and United States economic forecast are listed below. The arrows indicate the
direction of the change and whether the 2019 data is greater or less than the prior year. There is greater
downside risk than upside potential to the 2019 Colorado forecast.

GIobaI and U.S. Economy 2019 The Colorado Economy 2019
Global Real GDP, +3.1% Population, +1.4%

«  U.S.Real GDP, +2.6% *  Employment, +2.2%

«  U.S. Personal Consumption, +2.8% ¥ Unemployment, 3.3%

. U.S. Building Fixed Investment, +4.8% Inflation, CPI +2.6%

* U.S. Unemployment, 3.6% Total Building Permits, -6.0%

. Inflation PCE Deflator, +1.8%; CPI +2.3% « 7 Qil Production, +15.7%

» " State General Fund, +4.1%.

A number of data series were reviewed in the preparation of this report. Between now and the end
of March, cher.co will release the following reports that include more of the data used to produce
this forecast:

« February 16* to February 22" In-depth year-end review of 2018 U.S. economy

e March 11t to March 18" Benchmark data and in-depth review for Colorado 2018

«  March 22" to March 29t Review of first two months of 2019.
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The Global Economy

Real Gross Domestic Product
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‘Global Real GDP Growth Real GDP Growth 2018 vs. 2019
Based on IMF Forecast

. Geographic Region .
GLOBAL 3
. = 2019
The story of the Colorado economy begins with ~ MATURE/ADVANCED ECONOMIES B, 2018
the projected slowdown of the global economy. us. 5og0,
The second chapter of the story is the lower Other Mature 2%
real GDP growth in 2019. h
EuroArea [ L%,
The estimate of real GDP global growth for Japan
2018 is 3.2% with a forecast of 3.1% in 2019. £y \crGING/DEVELOPING ECONOMIES A
2018 vs 2019 Real GDP growth: india - [ ——
* Global - 3.7% for 2018 and 2019. Emerging Asia 6, 3%,
» Mature - 2.4% in 2018 and 2.1% in 2019. _ T
» Emerging — 4.7% in 2018 and 4.8% in 2019. chine -,
Sub-Saharan Africa Ty, 3:8% '
Mature 2019 - The U.S. will lead growth in the c it of Indenendent Stat
mature economies at 2.5%. Japan will and the ommoniealt o1 Independent Staes
Euro Area will have weak growth. Middle East/North Africa, Afghan., Pakis.
Emerging - In 2018, the Chinese economy is rafin America/Cariboean
expected to grow by 5.2%. India will lead the Emerging Europe 3.8%
region with a 7.4% rate of growth. Many Russia
emerging economies will post positive gains in ' S ' S ' S
2019, 0% 1% 2% 3% 4% 5% 6% 7% 8%
Source: IMF (October 2018), The Conference Board (November 2018), cber.co. 5
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The U.S. Economy

Real Gross Domestic Product
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‘Q_uart(_arly Real GDP Growth % Changs Quarterly Real GDP Growth
Historical -

.United States , CAGR = 3.2% the 1990s

CAGR =1.8% the 2000s

Gross Domestic Product is defined as
C+1+G+X or consumption + business
investment + government spending + net
exports.

N w &~ (&) »
]

The forecast for quarterly real GDP growth
shows a downward trend starting in Q3 2018,
although the magnitude of the slowdown is not
expected to be severe. Itis unlikely a
recession will occur in 2019.

—_
1

o

1
—_
1

Between 2010 and 2019, quarterly real GDP
growth ranged from -1.0% to 5.1%.
Share of GDP

. P '
Annualized real GDP growth for ers°"a|6(8:2':/f umption

the period 2010s is greater than Private Investment
| the annualized average for the b
2000s. It is well below the average 17.3%

] for the 1990s. Net Exports
-.03%

There will be 23 consecutive quarters of
positive growth from 2014, the last quarter of
negative growth, through 2019.

Historical annualized real GDP growth is:
*1990s 3.2% (green line).

+2000s 1.8% (red line).

2010 to 2019 2.2% (purple line).

o o N & & A b D
1

1990 1993 1996 1999 2002 2005 2008 2011 2014 2017

Source: Bureau of Economic Analysis, Table 1.1.1, Share of GDP based on 2017, cber.co.
8
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.u.s. Real GDP Growth Percent U.S. Real GDP Growth

@C+HI+G+X 450 -
3.75 1 Annualized Real GDP
The 2018 cber.co forecast was for U.S. real GDP Growth =2.2%
growth to be 2.3% to 2.7%, with greater upside 3.00 - 2010 to 2019
potential than downside risk. At this point, it appears
real GDP for 2018 will be in the range of 2.7% to 2.9% 995
for 2018 — slightly better than expected. '
Growth in 2018 was driven by the tax cuts, which 1.50 -
helped raise disposable income. In turn, this caused
an increase in personal spending. 0.75 -
The rate of Real GDP growth in 2019 is projected to
be 2.6%. 0.00
The impacts of the tax cut will be diminished in 2019. Annualized Real GDP
There will be solid consumer and government -0.75 - Growth = 1.8%
spending in 2019 accompanied with modest business rowth = 1.6%
investment and weak construction activity. In addition, 150 - the 2000s
the impact of the government shutdown is projectedto ™
be 0.05 to 0.1 GDP percentage points for each week
the government is shutdown. It appears both sides are 5 95 _
positioning themselves to use lower real GDP growth

in Q1 2019 to illustrate the incompetence of the
opposing party. -3.00 -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Bureau of Economic Analysis, cber.co.
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‘U.S. Personal Consumption  percent U.S. Personal Consumption Expenditures
@:Expenditures 6.00

‘ 5.00

Personal consumption is the primary driver

of the economy. It accounts for slightly less

than 70% of the total GDP. It is expected to 4.00
increase by 2.6% in 2019.

) , . 3.00
Business and consumer confidence remains

solid, which translates into increased hiring,
greater personal income, and increased
spending. In addition, the economy will have
enough momentum moving in to 2019 that
the projected breather at the end of the year
will be welcomed.

2.00

0.00

-1.00

-2.00 -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Bureau of Economic Analysis, cber.co.
10
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.U.S. Business Fixed U.S. Business Fixed Investment

Percent
@Investment 10.00

9.00 -
8.00 -
7.00 -
6.00 -
5.00 -

Business (Nonresidential) fixed investment

is expected to increase by 4.8% in 2019.

. . . 4.00 -
BFl includes nonresidential structures, 300 -
equipment, and intellectual property 2:00
products. 1.00 -

0.00

At the moment, there is more downside risk :;'88

for BFI growth than upside potential in 300 -
2019. Currently, trade tensions with China _4:00
and the slowing global economy are the 5.00 -
most significant risks. -6.00 -

-7.00 -
-8.00 -
-9.00 -
-10.00
-11.00 -
-12.00 -
-13.00
-14.00 -
-15.00
-16.00 -

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Bureau of Economic Analysis, cber.co.
11
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‘U.S. Residential U.S. Residential Construction

Percent

‘Construction 15.00 -

‘ 10.00

U.S. residential construction is expected to
be flat in 2019.
5.00

Nationally, there will be a greater focus on
entry-level housing. The construction
industry will be challenged by higher input
costs and the lack of qualified labor.

0.00

-5.00

-10.00

-15.00

-20.00

-25.00 -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Bureau of Economic Analysis, cber.co.
12
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‘ U.S. Government

Percent

@U-S. Government 500 1

4.00

The rate of growth in Government Spending

iS 2-3%. 3.00

In 2019, government spending will increase
at its highest rate since 20009.

2.00

1.00

0.00

-1.00

-2.00

-3.00

-4.00 -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Bureau of Economic Analysis, cber.co.

13
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The U.S. Economy

The R Word and Leading and Coincident Indicators
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The R Word

Dont Panic - Yet! It Will Happen Soon Enough

When is the next recession?

During Q4 the volatility in the equities markets caused
economists and members of the media to suggest the next
recession was right around the corner. Some said it would
be shallow, while other said it would be severe. Some said
it wouldn’t occur until 2020. This has been a popular topic
because the current business cycle is very mature.

Employment and real GDP growth is projected to increase
at a slower rate in 2019, interest rates will increase slightly,
the severe shortage of labor will continue. In addition, there
is a high level of polarization and disgust with the
leadership of the country.

Admittedly, there are challenges that are preventing the
economy from growing at a faster pace, but at the moment
there is little to suggest a recession will occur within the
next year. While it is possible that terrorist attacks, natural
disasters, or extended political unrest could cause a
downturn, such events cannot be predicted.

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

The Sky Is Falling?

News Flash!! The sky is NOT falling. The U.S. and
Colorado economies have momentum that should
carry them through the first half of the year. There is
a reasonable chance there will be slower growth in
the second half of the year. Check back for details in
six months!

15



: Philadelphia Federal Reserve Indices
No Signs of a Recession

The previous review of the forecast for the U.S. real GDP
and its components foretells a slowdown in economic
growth in 2019. There are not signs of a recession.

The leading and coincident indices produced by the
Philadelphia Federal Reserve are two of many indicators
that show the U.S. and Colorado economies are on solid
footing, at least for the first half of 2019.

Colorado-based Business and Economic Research http://cber.co
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® Philadelphia Fed Coincident Index

® Colorado vs. U.S.

Philadelphia Federal Reserve Coincident Index — Colorado and U.S.

Index Value
150.00
The Coincident Index - The Fed states the coincident index —J.S.
140.00 - combines four state-level indicators to summarize current
economic conditions in a single statistic. These are nonfarm —Colorado
130.00 . :
payroll employment, average hours worked in manufacturing by
120.00 -| production workers, the unemployment rate, and wage and
salary disbursements deflated by the consumer price index
110.00 - (U.S. city average). The trend for each state’s index is set to the
100.00 trend of its gross domestic product (GDP), so long-term growth
) in the state’s index matches long-term growth in its GDP.
90.00
80.00
70.00 In 2017 and 2018, the U.S. and Colorado coincident indices
showed continued growth, although they have grown at a
60.00 slower rate in recent months. The Colorado index (red) is
50.00 increasing at a faster rate than the U.S. index (blue) and
has done so since the end of the Great Recession.
40.00

1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Philadelphia Federal Reserve, cber.co. Note: The leading index predicts the six-month growth rate of the U.S. and state's coincident index.

17
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® Philadelphia Fed Leading Index

® Colorado vs. U.S.

Philadelphia Federal Reserve Leading Index — Colorado and U.S.

Index Value
5.00
The Colorado and U.S. leading indices have gradually trended downwards
4.00 - since the first half of 2014. They both remain positive, which points to

near-term economic growth, locally and nationally. The Colorado index
3.00 - should be monitored, given the magnitude of its recent decli

2.00 -

1.00

0.00 \ .
1

-1.00 -

=—{J.S.
——Colorado
-2.00 - The Leading Index - The leading index for each state predicts the six-month growth rate of the
state’s coincident index. The model includes variables that lead the economy: state-level

.3.00 - housing permits (1 to 4 units), state initial unemployment insurance claims, delivery times from
the Institute for Supply Management (ISM) manufacturing survey, and the interest rate spread
.4,00 -between the 10-year Treasury bond and the 3-month Treasury bill.

1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Philadelphia Federal Reserve, cber.co. Note: The leading index predicts the six-month growth rate of the U.S. and state's coincident index.

18
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The U.S. Economy

Employment and Unemployment

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

19



‘Annual Change in U.S. Annual Change in U.S. Employment

Thousands
.Employment 4,800 -
4200 - B 3 == Annual Change (000s)
—Decade Average
3,600 - _
The U.S. added slightly more than 2.4 3000 1 [ FIM [ L -
million jobs in 2018. Two million jobs will be 2400 | Al - sin ] - -
added in 2019, or an average of about ’ 1 i uniiiN
170,000 per month. 1800 1T i 1L -
1,200 -
The average change in employment for the 600 - f »
2010s is 1,973,000, slightly greater than 0 —|_ . [ =
the 1970s. During the 1990s the change in
average annual employment was 600 1 — L
2,119,000. -1,200 - i
-1,800 - —
The average annual change in millions (red  -2,400 -
lines) by decade follows: 3000 -
« 1.9 from 1970 to 1979. 3600 -
1.8 from 1980 to 1989. 4200
« 2.1 million from 1990 to 1999. ’
+ 0.2 million from 2000 to 2009. 4800 -
- 1.9 million from 2010 to 2019. 5,400 1
-6,000 -

1970 1974 1978 1982 1986 1990 1994 1998 2002 2006 2010 2014 2018

Source: Bureau of Labor Statistics, NSA; cber.co.
20
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.Annual Change in U.S.

Annual Change in U.S. Unemployment

Percent
.Unemployment 10.0% -
9.0% -
The annual unemployment rate for the U.S.
will decline in 2019 to 3.6%. In the past 50 .
years only 1969 was lower at 3.5%. 8.0% 1

The unemployment rate has declined since 5 o,
2010 when it was 9.6%. The '
unemployment rate will be lower in 2019 as

the labor participation rate continues to 6.0% - A A\

increase. \'4
=] WAV

At present, the U.S. economy is

“technically” not operating efficiently \I

because of challenges caused by its low 40% - \\l \

rate of unemployment and the lack of

qualified workers. 30% -

The natural rate of unemployment is an
academic concept. It is reached when the
20% - labor market is in equilibrium. In most cases
this rate is between 4.5% and 5.5%. At rates
above and below this level, the economy
1.0% - operates inefficiently — for different reasons.

0-0% rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrTrrrrTrTTTITITrrIoTTd

1960 1967 1974 1981 1988 1995 2002 2009 2016

Source: Bureau of Labor Statistics, NSA; cber.co.
21
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The U.S. Economy

Manufacturing/Non-manufacturing Indices and Productivity
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ISM PMI Composite Indices

Manufacturlng vs. Non-manufacturing

ISM Manufacturing vs. Non-Manufacturing Composite Indices

50= Neutral
70
Since the end of the Great Recession, the Manufacturing Index (blue) has been
65 - more volatile and less optimistic than the Non-Manufacturing Index (orange).

. " N \,‘/”1\ W
55 - (‘ ’
o, AL

50 - e
AN ; \V,
45 - { Both indices are trending downwards, but well above 50, —ISM Manufacturing Index
an indication that most purchasing executives are —— ISM Non-Manufacturing
40 - optimistic about the future. Index (Composite)
35 -

Values > 50 points represent an expansion and values < 50 points
represent a contraction. A value of 50 is neutral.

30 I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Sources: Institute for Supply Management (ISM), FRED, cber.co.
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®.S. Labor Productivity (Output per Hour)

® percent Change Same Quarter Prior Year Nonfarm Business

Percent Labor Productivity
9.0 -
g0 .| The decline in productivity has been a result of insufficient
investments, the impact of new technologies, as well as the failure

7.0 1 to adopt new technologies. In addition, efficiencies have decreased

6.0 - industries catering to special interest groups. O

)

4.0 -

3.0 -

20 -

v\

00 ' T T T i T T T T T T T ' T v T

1.0 - w With the exception of spikesYn 2002, 2003,
U and 2009/2010 (red), labor productivity has

20 1 trended downward since 2000.

3.0 -

1970 1973 1976 1979 1982 1985 1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 2018

Source: Bureau of Labor Statistics, Major Sector Productivity (NonFarm Business) NSA, cber.co.
24
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The U.S. Economy
30 Year Fixed Rate Mortgages and Inflation
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O :
o 30-Year Fixed Rate Mortgages

Percent 30-Year Fixed Rate Mortgages
21.0% -

30-year mortgage rates increased in 2013, but tapered off slightly in 2014
18.0% - and 2015. The rate hikes by the Federal Reserve caused the 30-year fixed
rate to top 4.0% in mid-January 2018 and it remained above that level for
the remainder of the year. Rates reached 4.94% in late November. While
historically low, higher interests rates will dampen home sales for some
prospective buyers.

15.0% -

12.0% -

9.0% -

6.0% -

3.0% -

0.0% T T T T T T T T T
Jan-72 Jan-77 Jan-82 Jan-87 Jan-92 Jan-97 Jan-02 Jan-07 Jan-12 Jan-17

Source: FRED, Freddie MAC, cber.co.
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‘ . 1%,22(:?]:;;20 U.S. Consumer Price Index and PCE Deflator
Consumer Price Index

40 -
@(CPI1) and PCE Deflator
3.5 -
——CP|
Between 2000 and 2018, the CPI has —PCE
usually been greater than the PCE. The 3.0 - e Tacet Rt
CPl is projected to increase by 2.3% in o Jargel rale
2019, while the PCE deflator will rise by 25 -
1.8%. \ /\
2.0 -
Both indices reflect a lower rate of growth, V TThe F;d’s
because housing prices are expected to 15 - argz?(t)%ate’
increase at a slower rate. Rising input
prices, cause by higher interest rates and 10 -
wage increases, will put upward pressure
on the indices in 2019.
05 -
The Fed’s target rate of 2.0% is tied to the 00
PCE deﬂator. . T T T T T T T T T T T T T T T T T T T
05 -
1.0

2000 2003 2006 2009 2012 2015 2018

Source: Bureau of Labor Statistics, FRED, St. Louis Federal Reserve, cber.co.
27
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The U.S. Economy
Corporate Profits and S&P 500
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® Corporate Profits After Tax (without IVA and CCAdj)
®

Corporate Profits After Tax

Billions

$2,400 -
The most recent corporate

$2,100 - profits, for July 2018, were up

6.1% compared to July 2017.

$1,800 - Corporate profits showed rapid growth
from 2009 to 2012. They were flat from
$1.500 - 2012 through mid-2015. Profits dropped

sharply in Q3 2015, but have since

$1200 - trended upwards.
In 2019, it is unlikely that
$900 - corporate profits will be able
to sustain the growth rate
$600 - they experienced in 2018.
$300 -
$0 rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr1irrrrrrrrrrrrrrrrrrirrrirrirrrrrrrrrrrrrrrrrrrrrrrrrrTrTrTrTrrrrrrrni
1990-01-01 1994-07-01 1999-01-01 2003-07-01 2008-01-01 2012-07-01 2017-01-01

Source: FRED, BEA, cber.co.
29
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:Standard and Poor’s 500 Index

sg?sllz,yoo Standard and Poor’s 500 Index
3,000 -
The bull ran for most of 2018, but
2,700 - stumbled at the end of the year.
The S&P 500 posted the The 2018 year-end value was 6.2%
2,400 - following gains: less than the 2017 year-end value.
* 30%in 2013
2100 - « 1%in 2014
* -0.7in 2015
1800 - . 9.5%in 2016

19.4% in 2017.
1,500 -

1,200 -

900 -

600

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: FRED, S&P 500, cber.co.
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:The United States Economy

Summary

Watch for the Following in 2019

Global and U.S. Real GDP - Global and U.S. real GDP growth will
be slower in 2019.

Recession — Economic growth at a slower rate is not a recession.
Global Geopolitical Tensions — Which country is next?

Brexit — Brexit is up in the air.

Consumption and Investment — Consumers will continue to
spend; business investment will be modest

Inflation - The Fed will keep inflation in check, slightly below the
target rate.

Unemployment - The national unemployment rate will continue to
decline. Companies will be challenged to find trained workers.
Jobs - The U.S. will add jobs at a slightly slower pace than 2018.

Interest Rate Increases - The increase in interest rates by the Fed
will reduce demand for housing and durable goods.

Manufacturing - U.S. manufacturers will face headwinds from the
softening global market, particularly China and Europe, as well as a
stronger dollar.

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

Retail Trade - The retail industry will continue to evolve, e-
commerce will increase, consumers will continue to spend, and
vehicle sales will fall below 17 million in 2019. Retail sales will
increase by 3.8% to 4.3% in 2019.

Corporate Profits - Corporate profits will be weaker in 2019.

Construction and Housing — Demand for residential and
commercial construction will continue to be solid, but slower.
Housing prices will continue to appreciate at a slower rate.

Equities — There is a school of thought that the selloff in Q4
2018 will make for solid growth in 2019. Trade tensions with
China, a slower global economy, inflation, and the number of Fed
rate increases will determine whether the bulls return.

Price of Qil - The price for a barrel of oil will be in the mid-$50s.

Political and Social Divide - The performance of the economy
will be strong enough that it is not impacted by these issues.

Productivity — Labor productivity continues to be a concern.

Debt - Personal, student loan, corporate, and government debt
may become a long-term issue.

Mother Nature - Natural disasters (hurricanes, fires, floods, etc.)
will continue to disrupt state and regional economies.
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The Colorado Economy
Real Gross Domestic Product
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® Real Gross Domestic Product
® Colorado vs. U.S. (Annual)

Change in the Annual Rate of Change for Real Gross Domestic Product

12.0%
The rate of change for the Colorado real _ _
9.0% - GDP was the same or greater than the The Cglqrado real GDP:S projected to
U.S. in 7 of 9 years since 2010. This is the be 3.3% in 2010 and 3.7% in 2013. The
6.0% - period following the Great Recession. state’s real GDP growth will outpace
e the U.S. in both years.
3.0% -
0.0%
3.0% - mCO
Going back to 1998, the annual Colorado real GDP (red) has been greater than mUS
-6.0% - the U.S. real GDP (blue) 15 of 22 years and 1 year they were the same.
-9.0%
1998 2001 2004 2007 2010 2013 2016 2019
Source: Bureau of Economic Analysis. Note: U.S. real GDP is summary of states GDP.
34
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The Colorado Economy
Population Components of Change
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:Colorado Population

Components of Change

Population increases and decreases are a result of the
natural rate of change (births minus deaths) and the

change in net migration (people moving into the state Thousands
minus people moving out of the state). 140.0

Change in Colorado Population 1980 - 2019

Over the past 372 decades the natural rate of change (red 19
bars) varied from a low of 26,700 in 2018 to a peak of

41,124 in 2007. Fertility rates have declined. As a result, 100.0
the natural rate for 2019 will be 26,200.

80.0
Changes resulting from net migration (blue bars) are

closely tied to the strength of the economy and the change ~ 60.0
in state employment. For example, there were five years,

from 1986 to 1990, when net migration was negative. More 400
people moved out of state than moved into the state to 20,0

escape the regional recession. During the past two
recessions (2001 and 2007), net migration declined, but did

not turn negative. It was difficult for people to move
anywhere to escape the bad economy. (20.0)

The Colorado population will increase by about 75,000 for ~ (40.0)

the years 2016 to 2020. In 2019 the state’s population wil 1980 1984 1988 1992 1996 2000 2004 2008 2012 2016 2020
increase by 1.3% to 5,765,527.
Sources: State Demography Office and cber.co. 36
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The Colorado Economy

Employment, Unemployment Rate, and the Unemployment Gap
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@Annual Employment Annual Change in Colorado Employment

Change in Colorado E%%?ga?ds
.Em |O ment == Annual Change
ploy 90.0 ] — Average for Decade
L 75.0 - . 11 ThH Il

In 2018 the cber.co forecast indicated that B - - _
Colorado would add 51,400 to 57,400 jobs, 60.0 - T —TE
with employment most likely to be the N - = [
midpoint of that range, 54,700. 45.0 1 1 m il i
Employment for 2018 is estimated to be 00 3 i u
67,500, or growth of 2.5%. All economists 15.0 - 1 } J B il
were fooled by the strength of the economy _‘
in 2018. 0.0 ! . |_| .
Job growth peaked in the summer of 2018. -15.0 -
It remained strong, but it tapered off in the 30,0 | Average annual change (red lines) | B
second half of the year. The momentum | Dby decade are as follows:
from 2018 will carry forward into the first 450 4 47,700 jobs from 1970 to 1979. =

. . * 26,400 jobs from 1980 to 1989.
half of 2019; however, !ob growth is « 65,000 jobs from 1990 to 1999.
projected to be slower in the second half of 000 1. 44300 jops from 2000 to 2009.
the year. Employment growth for 2019 will 750 | ° 62,800 jobs from 2010 to 2019.
be 61,000 workers, an increase of 2.2%. '
On average this is about 5,100 workers per 900 -
month.

-105.0 - =

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source: Bureau of Labor Statistics, cber.co.
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Unemployment Rate vs. Sercent
‘Colorado 10.0% -

Unemployment Rate - U.S. vs. Colorado

m United States
9.0% -

In 2019, the annual unemployment rate for

the U.S. will decline to 3.6%. In the past50  8.0% -
years only 1969 was lower at 3.5%. The K
Colorado rate will increase for the second 70%

consecutive year from 3.0% in 2018 to
3.3% in 2019.

o A £\

The U.S. unemployment rate has declined

o
since 2010 when it was 9.6%. The S.0%
. . A\ /A | S— A §
unemployment rate will be lower in 2019 as \/
the labor participation rate continues to 4.0% - Colorado \
increase. The rate has been below 4.7%
since 2017. 3.0% -
The natural rate of unemployment is an
The Colorado unemployment rat? peaked 2.0% - academic concept. It is reached when the
in 2010 at 8.7%. It bottomed out in 2017 at labor market is in equilibrium. In most cases
2.7%. The rate has been below 4.5% since . this rate is between 4.5% and 5.5%. At rates
2015. 1.0% - above and below this level, the economy
operates inefficiently — for different reasons.
0-0% rT rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr1rr1rrrror 7T T1rr11

1976 1983 1990 1997 2004 2011 2018

Source: Bureau of Labor Statistics, NSA; cber.co.
39
Colorado-based Business and Economic Research http://cber.co



® The Unemployment Gap (U.S. Rate Minus CO Rate)
® The Gap vs. Net Migration

Unemployment Gap vs. Colorado Net Migration Net
Gap Migration
3.0% 90,000

The correlation coefficient between the

2.5% - gap and Colorado net migration is +.57. | 75,000
2.0% - - 60,000
1.5% - - 45,000
1w 1 X /v -\ 30,000
0,50, ——Gap (U.S. minus CO) 5 000
S ——Net Migration s
0!0% T T T T T T T T T T T T T 0

he g'ap is the U.S.
.0.5% -unemployment rate minus
the Colorado

In the 19 years when the gap was greater than 1.1% (green line), the
cumulative total of net migration was 1.0 million. In the 23 years when - -15,000
the gap was 1.1% or less, the cumulative total of net migration was

1.0% -finemployment rate. 641,000. In simplistic terms, when the gap is greater, the level of net - -30,000
A.5% migration to Colorado is typically greater. 45,000
1976 1980 1984 1988 1992 1996 2000 2004 2008 2012 2016
Source: Bureau of Labor Statistics, State Demographers Office, cber.co.
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O
o Colorado Unemployment Rate

Unemployment will continue to remain low, below the natural rate of
unemployment, for an extended period. As a result, the state economy will
continue to perform in an inefficient manner.

There are companies in all sectors that are not adequately staffed.
Unfortunately, their customers often have to deal with poor service and long
wait times — in some cases there is even no service.

Given the low U.S. unemployment rate, most states are facing similar
challenges as Colorado. There are low unemployment rates in key
occupations, key industries, and in most geographic areas of the state and U.S.

Just as there was no place to hide from the high unemployment rates of the
Great Recession, there is no place to hide from the ill effects of an
unemployment rate that is too low. Having said that, it is much better to deal
with an unemployment rate that is too low than to deal with one that is too high.
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The Colorado Economy

Colorado Employment Forecast - Strong Growth, Solid
Growth, Volatile Categories

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

Sector Portfolio Analysis

Background of the cber.co Forecast

In 2012-2013, cber.co evaluated the accuracy of other state
employment forecasts to find a way to more accurately
forecast total employment.

Then, it analyzed BLS data from 1990 to 2012 based on a
number of factors that measured change. From that
analysis, 23 sectors and subsectors were grouped into three
categories (strong growth, solid growth, and volatile growth).

This portfolio approach has made it easy to see that some

sectors consistently have a higher rate of growth and some
sectors have a consistent, but lower rate of growth. Others
are more volatile.

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

Overview of the cber.co Forecast Methodology

Each year, cber.co prepared three forecasts of total

employment for Colorado.

1. The first forecast projects total employment and job growth
for the past two years and the next year.

2. The second forecast includes projections for the strong,
solid, and volatile growth categories. The projections for
these categories are summed for the state total.

3. The difference between the two forecasts is reconciled to
produce the final forecast.
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O
o K€Yy Sectors
Strong Growth, Solid Growth, and Volatile Categories

The following slides show the change in The state is projected to add 61,000 jobs in 2019.
employment for sectors in the strong growth, solid
growth, and volatile categories.

«  The green bars represent sectors from the
strong growth category.

» The yellow bars represent sectors from the
solid growth category.

« The red bars represent the volatile category.

The total jobs added by category follows:
«  Strong Growth 23,000 jobs

«  Solid Growth 15,800 jobs

«  Volatile 22,200 jobs.
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@Annual Employment . Strong Growth Category
Situation for the Strong ¢

.G rowth Category This category has added an average of 20,100 jobs per year (red line).

For almost three 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 Services (Not Employment
Services)

*  Private Education

+  Higher Education (Public) -15 4
*  Health Care This category added jobs in 28 of 29 years. The largest number of
«  Arts, Entertainment, and Recreation jobs added by the category is 33,900 (2015).

«  Other Services. -30 -

Total employment for this category was:

1998 581,900 workers, 28.3% of total employment 45 - Annualized Rate of Job Growth - Strong Growth Category
2008 759,300 workers, 32.3% of total employment 31% 1990 to 2019
2018 964,700 workers, 35.4% of total employment 3.0% 2010 to 2019 (End of Recession)
-60 - .

In 2019, 23,000 workers will be added at Anr:uallzed Rate of Job Growth — Total Employment
a rate of 2.4%. The number of jobs 2.1% 193010 2019

L 2.6% 2010 to 2019 (End of Recession
added is less than 2017. 75 ’ ( )

1991 1994 1997 2000 2003 2006 2009 2012 2015 2018

Source: Bureau of Labor Statistics, cber.co.
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Annual Employment (000s) Solid Growth Category

Situation for the Solid 4

Growth Category This category added an average of 14,600 jobs each year (red line).
30 -

For almost three decades the following sectors
generally posted gains. The category posted stronger

jobs gains during the 1990s than the 2000s and 2010s. 15

*  Wholesale Trade
* Retail Trade
+ State (Not Higher Education)

° LOCaI (NOt K'12 Educatlon) 0 I T T T I I I T T T I I I T T T I I T || T T T I I I T T
¢ K-12 Education
«  Accommodations and Food Services.

15 -
Total employment for this category was:
1998 763,400 workers, 35.8% of total employment
30 -

2008 856,100 workers, 36.4% of total employment

This category added jobs in 26 of 29 years. The largest
2018 975,500 workers, 35.8% of total employment

number of jobs added by the category is 32,600 (1995).

In 2019, 15,800 jobs will be added, at a 45 Annualized Rate of Job Growth - Solid Growth Category

rate of 1.6%. The number of jobs added 1.9% 1990 to 2019
is greater than 2018. 2.1% 2010 to 2019 (End of Recession)

Annualized Rate of Job Growth — Total Employment
21% 1990 to 2019
75 | 2.6% 2010 to 2019 (End of Recession)

1991 1994 1997 2000 2003 2006 2009 2012 2015 2018

Source: Bureau of Labor Statistics, cber.co.
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.Ann ual Employment (000s) Volatile Category
Situation for the Volatile This category has added an average of 9,000
Category jobs per year (red line).

30 -
For almost three 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 and Warehousing
«Utilities
*Employment Services
*Financial Activities
sInformation This category added jobs in
«Federal Government. -30 - 21 of the 29 years. The
largest number of jobs

Total employment for this category was: added was 40,300 (1998).

1998 739,200 workers, 35.9% of total employment -45 1 Annualized Rate of Job Growth.+ Volatile Growth Category
2008 734,400 workers, 31.3% of total employment 1.4% 1990 to 2019
2018 785,700 workers, 28.8% of total employment 2.6% 2010 to 2019 (End of Recession)

-15 -

. . Annualized Rate of Job Growth — Total Employment
In 2019 22,200 jobs will be added, at a 91% 1990 to 2019

rate of 2.8%. The number of jobs added 26%  2010to 2019 (End of Recession)
is less than 2018. -75

1991 1994 1997 2000 2003 2006 2009 2012 2015 2018

Source: Bureau of Labor Statistics, cber.co.
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o :
o Change in Employment by Sector

2019 Forecast

Construction

Accommodations and Food Services
Professional and Scientific

Health Care

Retail Trade

Higher Education

Employment Services
Transportation, Warehousing, and Utilities
Admin (Not Employment Services)
Natural Resources and Mining

K-12 Education

Manufacturing

Personal (Other) Services
Information

Financial Activities

Wholesale Trade

Arts, Entertainment, and Recreation
Local (Not K-12 Education)

State (Not Higher Education)
Corporate Headquarters (MCE)
Private Education

Federal Government

Source: BLS, cher.co.
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Job Change All Sectors

About 49.5% of total jobs will be added in
the top five sectors.

Approximately 13.9% of all jobs will be added in leisure
and hospitality (AFS + AER).

About 17.7% of total jobs will added in the PST, manufacturing, and

information sectors. These sectors are the source of primary and
advanced technology jobs.

Average Colorado employment for
2019 will be 2,786,900, an increase
of 2.2% or 61,000 workers.

4.0 6.0

8.0 10.0 12.0

Thousands (Average)
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The Colorado Economy

Housing and Construction, Inflation, Qil, State Government
Revenue

Colorado-based Business and Economic Research http://cber.co
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® The Impact of Housing and Construction, Inflation,
@ Extractive Industries, and State Government Revenue

Obviously, all sectors have an impact on the growth rate of the state economy. This section looks at the impact of housing
and construction, inflation, oil, and state government revenue.

Housing Inflation

Colorado housing prices are continuing to increase at a The inflation rate will decrease slightly in 2019 as housing
faster rate than the nation; however, that rate is slowing. prices increase at a decelerating rate. Increased wages and
The rapid appreciation in housing prices has been a major interest rates will offset the deceleration in housing prices.
factor in Colorado having a higher rate of inflation than the

Us. oil

There will be record production of oil in Colorado again in
Construction Permits 2019. The price of oil will remain volatile.
There continues to be demand for housing in Colorado,
despite a lower rate of net migration. The sector has
benefitted by winter weather than has been warmer and
drier than usual. It has been challenged by the lack of
trained and qualified workers. The number of construction
permits will be lower in 2019 than 2018.

State Government Revenue

The state’s General Fund will increase in 2019, although it will
not be enough to meet the needs of the state, particularly in
the area of transportation. As has happened in the past, there
is likely to be overreach in the legislature and critical needs of
the state will note be funded.
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The Colorado Economy
Building Permits, Housing Prices, and Inflation
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® Colorado Residential Building Permits

Annual Number of Units

Number
of Permits

70,000
65,000

Annual Colorado Building Permits

After bottoming out in 2009, there was YOY growth in the number of annual permits for 9
consecutive years. In 2018 there were approximately 45,200 total permits issued. The lack of
60,000 -+ trained workers, higher mortgage rates, and a slower economy will dampen activity in 2019,
55,000

50,000
45,000
40,000
35,000
30,000
25,000
20,000
15,000
10,000

5,000

0
1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: TAMU Real Estate Center, U.S. Census Bureau, cber.co.
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'Case Shiller Home Price Index
» .
National vs. Denver Index Value

Q12000=100

235

220

205

190

175

160

145

130

115

100

85

The Denver October
index (red) had a YOY
increase of 6.9% and
the U.S. index (blue)
had a YOY increase of
5.5% in October (the
most current month).

S&P CoreLogic Case Shiller Home Price Index
U.S. (National) vs. Denver

Denver (red) did not experience the boom and the bust
of the U.S. housing bubble of the 2000s (blue). Denver
housing prices are currently appreciating at a faster rate
than the U.S. rate and many other major cities.

- Denver
—US - National
Note: The Case Shiller Index may not be an accurate

indicator of specific neighborhoods within the MSA.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: S&P Core-Logic Case-Shiller, cber.co.
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:Case Shiller Home Price Index
National vs. Denver Rate of Change

S&P CoreLogic Case Shiller Home Price Index

YOY % Ch
015/0; ange U.S. (National) vs. Denver Percent Change
12.0% - he indices have been increasing at a decreasing rate (YOY) since May.
9.0% - —Denver
—JS - National
6.0% -
3.0% - /\
0.0% T T T T T T T T T T T T T T T
-3.0% - During the peak of the housing
60y | Dubble (2006), the U.S. index After the bubble burst in 2006, the U.S. index
(blue) increased at a YOY rate of o
0 bottomed out at a YOY rate of -12.8%. At the same
909 | about+14.5%. The growth of the 6 : o
o : ime, the Denver index fell by a YOY rate of -5.7%.
Denver index (red) grew by a : .
420% | YOY rate of only +4.4%. During the recovery, the rate of increase for the
' Denver index has been greater than the rate of
15.0% increase for the U.S. index in most months.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: S&P Core-Logic Case-Shiller, cber.co.
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® Consumer Price Index (CPI)

Colorado vs. U.S.

1982-84=100,
% change .
60 - Colorado and U.S. Consumer Price Index
= US
2.5 -
5 | W Colorado Annual inflation in Colorado was
45 | greater than the U.S. in 14 of 20
40 4 years. In Colorado, it will be 2.6% in
a5 2018 compared to 2.2% for the U.S.
3.0 -
25 -
2.0 -
15
1.0 -
0.5 -
0.0
05 - The rapid rate in appreciation of
10 - housing prices is one of the
' reasons the Colorado CPl is
151 greater than the U.S. CPI.
2.0 -

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Bureau of Labor Statistics, SA, cber.co.
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O : :
o HOusing Prices

Given the strength of net migration in Colorado, it is likely there will be
strong demand for housing. It is unlikely there will be a strong downturn
in housing prices in the near term.

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

Oil Production and Prices
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.Average Annual Field Production of Crude Oil
® 2011 to 2019 (Thousand Barrels per day)

Thousand Average Annual Crude Oil Production

Barrels per Day

600 -
950 -
500 -

450 - Colorado’s production of crude oil reached
record levels in 2017 and again in 2018.
400 - Another record is expected in 2019. About
350 - 90% of the state’s production is in the
300 - Denver-Julesbhurg Basin.
250 -
200 -
150 -

100 -

50 S

0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: EIA, cber.co.
58

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



:Crude Qil Prices

West Texas Intermediate

Dollars
per Barrel

$160

$140

$120

$100

Crude Oil Prices: West Texas Intermediate, Cushing, Oklahoma

WTI prices were forecasted to be $55 to $65 per barrel in 2018, slightly
higher than 2017. The range was actually $44 to $77. Prices are
expected to average $54 in 2019, with a range of $36 to $77.

On the last trading
day of 2017, the price
for a barrel of oil was
$60 and on the last

$80 day of 2018 it was $44.
$60

$40

$20 - Since 2005, average annual prices for crude oil have ranged from $46 to $100

$0

per barrel. There has been greater volatility in the daily prices, $26 to $146.

Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18

Source: FRED, EIA, cber.co.
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The Colorado Economy
Retail Trade Sales
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® Colorado Retail Trade

Annual Sales

$ Billions Annual Retail Trade Sales

$140
The projected retail trade sales for 2019 is $114.3 billion, an increase of 4.6% over

2018. Between 2002 and 2019 retail trade sales increased by an annualized rate of
$120 |- 4.0% and the state CPlincreased by 2.2%.

$100

Between 2010 and 2019 retail
$80 1 trade sales increased by 5.5%. For
that same period, the Colorado
CPl increased by 2.4%.

$60 -

Retail Trade includes motor vehicles and automobile parts, furniture and home furnishings, electronics and
$40 | appliances, building materials, sales at food and beverage stores, health and personal care, sales at
convenience stores and service stations, clothing, sporting goods/books/music, and general merchandise
found at warehouse stores and internet purchases. In addition, the above dollar amounts include sales from
$20 food and drink vendors (bars and restaurants). E-commerce retail trade and other sales by a retailer that

does not have a state sales tax account are not included in these figures.

$0 -—
2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: OSPB, cber.co.
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The Colorado Economy
State Government
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The State of the State

Revenue and Economic Projections

This section shows General Fund revenue projections from 2018 to 2021. State government revenue streams, tax
collections, fund essential services to businesses, residents, and visitors.

CLC and OSPB Projections

The following charts show some of the revenue and
economic projections provided by the Colorado Legislative
Council (CLC) and the Governor’s Office of State Planning
and Budgeting (OSPB).

CLC and OSPB Economic Forecasts

The December 2018 economic update provides estimates
from Fiscal Year 2018 through Fiscal Year 2021. The
Colorado Fiscal Year is July 1st through June 30,

The quarterly updates published by CLC and
OSPB are recommended reading for those
anxious to learn more about the Colorado
economy and funding of the state
government.

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

Gross General Fund Revenue

Net Income Tax Revenue accounts for about two-thirds of the
Gross General Fund Revenue. Income Tax Revenue for FY
2019 is projected to be about $8.3 billion.

Excise and Sales Tax Revenue accounts for about 30% of
the Gross General Fund Revenue. The Sales Tax Revenue for
FY 2019 is projected to be slightly less than $3.8 billion.

Other Revenue accounts for about 3% of the Gross General
Fund Revenue and includes a variety of miscellaneous
sources.

Gross General Fund Revenue for FY 2019 is the sum of the
above 3 categories. Total revenue for 2019 is projected to be
about $12.4 billion.
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:Colorado Net Income Tax

Net Income Tax to General Fund

Millions $
$10,000 -
mCLC Individuals pay 90% to 92% of total income taxes collected. $9,266
$9,000 - = OSPB Businesses pay the other 8% to 10%. $6.576 $8,874 $8.709

$8,301 $8,377
$8,000 $7,742 $7,742

$7,000 -

$6,000

$5,000

$4,000

$3,000

FYE June 2018 FYE June 2019 FYE June 2020 FYE June 2021

Source: Colorado Legislative Council and OSPB December 2017.
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:Colorado Excise and Sales Tax Revenue

Excise and Sales Tax Revenue

Millions $

$5,000 -
About 90% of excise and sales tax revenue is sales tax revenue; about 8% is excise tax
revenue and 3% is from other sources.

meLe 53919 $3967 $4,044
$3,765 $3.745

$4,500
$4,155

$4,000 -

m OSP
?3,501 $3,501
$3,500 -

$3,000

$2,500

$2,000

$1,500

$1,000

FYE June 2018 FYE June 2019 FYE June 2020 FYE June 2021

Source: Colorado Legislative Council and OSPB, December 2017.
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® Colorado Gross General Fund Revenue

Gross General Fund Revenue

Millions $
$16,000 -
mCLC About two-thirds of all revenue is net income taxes; approximately 30% is
$14.000 - = OSPB from excise taxes and 3% to 4% is from other sources. $13.806

$12,000

$10,000

$8,000

$6,000

$4,000

$13,160

$12.891 313213

$12,448 $12,480
$11,723 $11,723

FYE June 2018 FYE June 2019 FYE June 2020 FYE June 2021

Source: Colorado Legislative Council and OSPB, December 2017.
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The Colorado Economy
Summary
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@Annual Employment Annual Change in Colorado Employment

. Thousands
.Change in Colorado 105.0 - Al G
== Annual Change
Employment 90.0 ] ~ — Average for Decade
, , 750 - . it Il
There is momentum that will carry forward B - L — _
into the first half of 2019; however, job 60.0 - sl
growth is projected to be slower in the ] 0 T N
second half of 2019. Employment growth 45.0 - 1 ] |

for 2019 will average 61,000 workers, an 500 U a

increase of 2.2%. |

15.0 - L I
The rate of job growth for Colorado will 0.0 _|~ } _‘ J

again be greater than the rate for the U.S. | U
The forecast is in line with the slowing rate -15.0 -
of grOWth in the global and U.S. 200 Average annual change (red lines) B
economies. YY1 by decade are as follows: B
450 1 ° 47,700 jobs from 1970 to 1979. |

26,400 jobs from 1980 to 1989.
65,000 jobs from 1990 to 1999.

000 711300 jobs from 2000 to 2009,
62,800 jobs from 2010 to 2019.
750 -
900 -
1050 - i

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source: Bureau of Labor Statistics, cber.co.
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:The Colorado Economy in 2019

Watch for the Following in 2019

Colorado Economy - In 2019, The Colorado economy will mirror
the slowing in the Global and U.S. economies.

Real GDP - The Colorado real GDP growth rate will be greater
than the U.S. rate and will be driven by health care, real estate,
and the extractive industries in 2019.

Net Migration - Net migration has trended downward since 2015.

The natural rate of increase in population will remain flat as a
result of the decreasing fertility rate.

Employment - Colorado job growth, 2.2%, will be less than 2018.
Unemployment - The unemployment rate will increase to 3.3%.

Lack of Trained Workers - The Colorado economy is not
operating efficiently because the unemployment rate is too low.
There are not enough qualified and trained workers in many
sectors.

Colorado’s Three Economies — There are three economies in
Colorado: Front Range, micropolitan areas such as Durango, and
rural Colorado. It is an understatement to say that many rural
counties are significantly challenged.

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

Retail/Accommodations and Food Services - Retail trade and
the AFS sector are evolving, in part because there are too many
firms. Sales growth will reman solid, but employment growth will
be modest.

Construction — Construction along the Front Range has
benefitted from the warm and dry winter, but it has been
constrained by the lack of qualified workers.

State/K-12 - State government and K-12 education are likely to
see significant job growth in 2019.

Weather - The weather will continue to have a significant impact
on the tourism, agriculture, and construction industries.

Inflation - The Colorado inflation rate will decline; however, it will
be greater than the U.S. rate.

Future Economic Drivers - Welcome to the Spaceport and
Gaylord — economic drivers of the future! In addition, companies
such as Lockheed continue to secure business that make
Colorado a leader in technology.

Legislature — Historically, there has been overreach when one
party controls the executive and legislative branches of the state
government. It is likely that critical issues, such as transportation,
will take a backseat to issues that have a higher priority for the
party in control . 69



cber.co Review of
Colorado Economic Forecast 2019

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 2019 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 cher@cber.co or gary@garyhorvath.com.
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