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O : : :
o Overview and Highlights

Colorado

This chartbook provides a series of graphs, tables, and discussions that tell the story about what caused changes in the
Colorado economy in 2018 and what will drive changes in 2019. It focuses on the topics listed in the left hand column, with
special attention given to the benchmark revisions for employment, unemployment, wage data, and GDP. A similar review of
the U.S. economy can be found by going to https://cber.co/economic-updates/.

The Colorado Economy
*  Outlook Highlights
*  Gross Domestic Product

*  Federal Reserve Indicators

»  Population - Components of Change

«  Employment, Unemployment Rate, and the
Unemployment Gap

*  Revised Employment Outlook, Employment by Sector,
Employment by Strong Growth, Solid Growth, Volatile
Categories

*  Colorado and U.S. Wages

«  Denver International Airport

»  Building Permits, Housing Prices, and Inflation

»  Qil Production and Prices

»  Retail Trade and Auto Registrations

«  State Government Revenue

*  Summary of the Colorado Economy
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This chartbook gives special attention to the following data sets:

» Unemployment - the unemployment rate for Q4 2018 was 0.8
percentage points greater than the prior year. Is there reason
to be concerned?

* Employment - employment data for Q4 2018 came in below
expectations. How much momentum will the economy have
moving in to mid-2019?

» Wages - Colorado wages increased by 5.4% in 2018. What is
the story behind this level of wage growth?




O : i
o Outlook Highlights

Key statistics for the Colorado economic forecast are listed below. There is greater downside risk than upside
potential to the 2019 Colorado forecast.

GDP, Leading Indicators, Population, Unemployment, Wages, DIA, Construction, Housing, Inflation, Oil,

and Employment State General Fund

+ 2019 Colorado real GDP, +3.1%. » Colorado AAWW increased by 5.4% in 2018.

« 2018 GDP drivers — real estate, government, PST, manufacturing, » Colorado AAWW increased by 2.0% CAGR since 2009 to 2018.
healthcare. * DIA-64.5 million passengers in 2018, another record will be set in

* Fed leading indicators — continued growth in Colorado. 2019.

+ 2019 Population — 1.3% growth, 76,200 people. »  Construction — 42,500 residential permits in 2019.

+ Unemployment — 2018 revised upward to 3.3%. » Housing prices — increasing at a decreasing rate.

* Unemployment — 2019 forecast revised upward to 3.6%. + Inflation (CPI)- 2.6% in Colorado vs. 2.3% for U.S.

* Initial and continuing claims — trending downward. » New vehicle registrations — flat in 2018 and 2019, pickup sales

 Employment — 2018 revised downward to 64,600. dominate car sales.

* Employment — 2019 forecast revised downward to 58,600. * Retail trade sales, will increase by 3.6% in 2019.

*  Oil production, up almost 16% in 2019 — new record.
+ State General Fund, slower rate of growth in 2019.

A number of data series are released in February and March that close out 2018. The following are release dates of
cber.co reports in Q1 2019.

« January 15t 2019 cber.co Economic Forecast

«  February 25t In-depth year-end review of 2018 U.S. economy

«  March 20t Benchmark data and in-depth review for Colorado 2018 and 2019 outlook
«  March 29t Review of first two months of 2019.
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The Colorado Economy
Gross Domestic Product
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Thmgs to Look For

Gross Domestic Product - Colorado

e About half the state’s GDP is derived from the real
estate, government, PST, manufacturing, and
health care sectors.

«  Colorado has a competitive advantage (GDP) in the
extractive industries, AER, construction, and PST. The primary focus of most

«  Colorado’s GDP growth rate is usually greater than
the U.S. growth rate. That will be the case in 2019.

« In 2017, the major contributors to GDP growth were

economic forecasts is
employment. It is also important

PST, MCE, real estate, retail trade and wholesale to look at the industries that
trade. contribute to the GDP and GDP
»  Almost 80% of the total Colorado MSA GDP is in growth. All industries make

Denver and Colorado Springs.

»  The top MSAs for GDP growth, from 2009 to 2017,
were Boulder, Fort Collins, and Pueblo.

»  The top areas for real per capita GDP are Boulder
and Fort Collins.

unique and important
contributions to the economy.
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:2017 Current Gross Domestic Product

2017 Gross Domestic Product (Current Dollars)

Sector
Real estate and rental
Government
Prof., Scient., and Tech.
Manufacturing
Health care
Wholesale trade
Construction
Finance and insurance
Information
Retail trade
Transp. & warehousing
Acc. and food services
Extractive Industries
Adm. and waste mgmt.
Other services
Mgmt. of Companies
Arts, ent., and recreation
Utilities
Educational services
Agriculture

Total

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

United States

2,591,221
2,453,704
1,449,993
2,179,633
1,454,719
1,174,123
781,413
1,465,909
1,050,767
1,087,107
608,735
590,589
268,619
606,974
416,083
369,380
214,148
307,496
245,556
169,225

19,485,394

Percent
13.30%
12.59%

7.44%
11.19%
747%
6.03%
4.01%
7.52%
5.39%
5.58%
3.12%
3.03%
1.38%
3.12%
2.14%
1.90%
1.10%
1.58%
1.26%
0.87%

100.0%

Colorado
$ 51,200
$42,298
$32,796
$23,015
$ 22,266
$ 20,024
$19,317
$19,092
$18,823
$18,578
$12,953
$11,830
$11,187
$10,846
$ 7975
$ 7427
$ 6,061
$ 3,838
$ 3,047
$ 2,660

$ 345,233

Percent
14.83%
12.25%

9.50%
6.67%
6.45%
5.80%
5.60%
5.53%
5.45%
5.38%
3.75%
3.43%
3.24%
3.14%
2.31%
2.15%
1.76%
1.11%
0.88%
0.77%

100.0%

The concentration is the Colorado percentage divided by the United
States percentage. Colorado has a greater concentration for sectors
greater than 1.0 and a smaller concentration for sectors less than 1.0

Source: Bureau of Economic Analysis, cber.co.
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Concentration of Colorado GDP by Industry Sectors

Extractive Industries
Arts, ent., and recreation
Construction

Prof., Scient., and Tech.
Transp. & warehousing
Mgmt. of Companies
Acc. and food services
Real estate and rental
Other services
Information

Adm. andwaste mgmt.
Government

Retail trade

Wholesale trade
Agriculture

Health care

Finance and insurance
Utilities

Educational services
Manufacturing

I ) 35
meeesessssssmmmm 1 60
meeeessssssmmmm 1 40

1.00

Colorado has a
competitive advantage
in the extractive
industries, AER,
construction, and PST.

150 2.00 250



® Real Gross Domestic Product
® Colorado vs. U.S. (Annual)

The Annual Rate of Change for the 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 Coloracio real GDP is proojec_:ted to
U.S. in 7 of 9 years since 2010. This is the grow by 3.3% in 2018 and 3.1% in
6.0% - eriod following the Great Recession. 2019. The state’s real GDP growth will
e outpace the U.S. in both years.
3.0% -
0-0% T T T T T L~ 4 T T T T I T T T T T T T T T
3.0% - V —CO
The annual Colorado real GDP (red) has been greater than the U.S. real GDP —US
-6.0% - (blue) in 15 of 22 years, starting in 1998, 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.
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® Real Gross Domestic Product
® Colorado vs. U.S. (Quarterly - Annualized)

12.0%

9.0% -

6.0%

3.0%

0.0%

-3.0%

-6.0%

-9.0%

A { 5 A ‘t ‘( 2
T “yl’ ‘\ ‘ ‘ A‘ T T T I T T T T T I T T T T T T T I T T T T T T T I T
i ‘ —CO
. . . =—US
For this period, the change in the quarterly
1 Colorado real GDP (red) has been greater than
the U.S. real GDP (blue) in 33 of 54 quarters.
2005:Q1-:Q2 2007:Q1-:Q2 2009:Q1-:Q2 2011:Q1-:Q2 2013:Q1-:Q2 2015:Q1-:Q2 2017:Q1-:Q2
Source: Bureau of Economic Analysis. Note: U.S. real GDP is summary of states GDP.
8

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

The Colorado real GDP rate topped the U.S. rate in 21
of 36 quarters following the Great Recession.

The Colorado real GDP is projected to
grow by 3.3% in 2018 and 3.1% in 2019.
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® 017 Contribution to Real GDP by Sector

® Colorado

Percentage Points of Contribution to Colorado Real GDP

Prof., Scient., and Tech.
Mgmt. of Companies
Real estate and rental
Retail trade

Wholesale trade
Transp. & warehousing
Government

Extractive Industries
Health care
Construction

Adm. and waste mgmt.
Manufacturing

Arts, ent., and recreation
Acc. and food services

0.20

0.46
0.35
0.32

0.25

0.24

The Colorado real GDP
increased by 2.7% in 2017,
the most current year that
state data is available. The top
15 sectors contributed 3.04%
percentage points to the real

Other services GDP and the bottom 5 sectors
Agriculture -0.03 were a drag on the state
Educational services -0.03 economy, -.037% percentage
Utilities -0.07 points.
Finance and insurance -0.11
Information -0.13
-0.2 -0.1 0.0 0.1 0.2 0.3 0.4 0.5

Source: Bureau of Economic Analysis. Note: This reflects change from the prior period.
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‘Industry Contribution to Colorado Real GDP

Industry Contribution to Real GDP

The table on the next page looks at the contribution of six
industries to Colorado real GDP between 2010 and 2017.
(Extractive industries, construction, real estate, health care,
PST, and AER). The values in the table illustrate how the
contribution of these industries can be volatile from year-to-
year. In addition, a sector or group of sectors may dominate
GDP growth one year, but not the next year.

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

Volatility of Industry Contribution

The following are examples of the fluctuation in the
contribution of various industries:

«  \Volatility in the extractive industries is caused by
changes in the price of related commodities and
public policy. In turn, these price changes affect
demand. The data in the table shows the extractive
industries were a drag on real GDP growth in 2010
and 2016. In 2014 they were responsible for about
25% of the state’s real GDP growth (1.1 percentage
points out of 4.4 points).

* Inanother example, real estate was responsible for
about 33% of the state’s growth in 2016 or .76 of 2.33
percentage points.

» Inafinal example, the top six industries accounted for
about 91% of real GDP growth in 2011.

10



® Contribution of Key Industries to Colorado Real GDP - 2017
@ Measured in Percentage Points

-mmmmmmm

Extractive

Industries

Construction -0.76 0.00 0.13 0.68 0.50 0.32 0.31 0.16
Real Estate 0.69 0.70 0.09 0.22 0.21 0.77 0.76 0.32
Health Care 0.08 0.14 0.16 0.10 0.26 0.33 0.28 0.16
Professional,

Scientific, Tech. 0.31 0.27 0.37 0.38 042 0.27 0.35 0.46
Leisure and

Hospitality 0.13 0.18 0.06 042 0.20 0.30 0.03 0.22
*Other Industries 1.10 0.14 0.84 1.22 17 1.66 0.78 1.20
Total of Six

Industries -0.20 1.36 0.96 2.08 2.69 2.64 1.52 1.50

Total Real GDP

Growth (%) 0.9 1.5 1.8 3.3 44 4.3 2.3 2.7
Six Industries as a
% of Total GDP -22.2% 90.7% 53.3% 63.0% 61.1% 61.4% 66.1% 55.6%

Source: Bureau of Economic Analysis, cber.co. Note: *Other Industries includes Agriculture, Utilities, Manufacturing, Wholesale Trade, Retail Trade, Information, Management
of Companies and Enterprises, Administrative Services, Finance and Insurance, Educational Services, Other Services, and Government.
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:Current Dollar GDP Colorado MSA

Current Dollars GDP by MSA (Millions)

$208,868

Denver
$154,622

Colorado Springs $32,683 = 2017
$26,785 = 2009
Boulder $25.274
$19,064
Fort Collins $17,164
$11,971

MSA CAGR 2009 vs. 2017
$12,586 Denver 2.8%

Greeley $7.686 Colorado Springs 1.3%
Boulder 6.4%
Fort Collins 4.6%

5,579
Grand Junction :5 046 Greeley 3.6%
’ Grand Junction 2.5%
Pueblo 3.8%

Pueblo $5,236

$4,185

$0 $50,000 $100,000 $150,000 $200,000 $250,000

Source: Bureau of Economic Analysis, current dollars, cher.co. Note: The percentage is based on MSA total GDP, does not include non-MSA area.
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2017 Colorado MSA GDP /¢

Junction,
Pueblo, $5’253)/79 :
$5,236, 2% ¢
Greeley,
$12,586 ,

4%  Fort
Collins,
$17,16

4, 5%

Boulder,

$25,274 ,
Denver, 8%
$208,868 ,
68%

Colorado

Springs,

$32,683,
1%
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> Real Per Capita GDP MSA

2015 to 2017

Real Per Capital GDP by MSA

$70,077
$68,275
$67,931

Boulder

; $64,379 m 2017

Denver-Aurora-Lakewood 62,947

$63 166 = 2016
m 2015

$43,820

Fort Collins $42,105
$41,075
The real per capital GDP is greater in
$39,905 Boul D
Colorado Springs $39,328 oulder and Denver.
$39,421
$36,065
Greeley $34,143
$35,814
_ $31,938
Grand Junction $31,038 The fluctuations in real per capita GDP
$32,125 for Greeley and Grand Junction are
$27,237 related to the volatility in the extractive
Pueblo $26,746 industries.
$26,329
$20,000 $30,000 $40,000 $50,000 $60,000 $70,000 $80,000

Source: Bureau of Economic Analysis, chained on 2009, cber.co. Note: The most available data is 2017. Population data reflect mid-year values (2017). 13
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The Colorado Economy

Federal Reserve Leading and Coincident Indicators
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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 .S,
140.00 | combines four state-level indicators to summarize current ——Colorado

economic conditions in a single statistic. These are nonfarm
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
trend of its gross domestic product (GDP), so long-term growth

100.00 - 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) has

50.00 - increased at a faster rate than the U.S. index (blue) since
the end of the Great Recession (July 2009).

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.
15
Colorado-based Business and Economic Research http://cber.co



® 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.

3.00 -
2.00 -
1.00 -\
o-oo T Iv T T U T T T T T T T T T
w—|J.S,
-1.00 - - 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
_|housing permits (1 to 4 units), state initial unemployment insurance claims, delivery times from

-3.00 , . .

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.

16
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: Philadelphia Federal Reserve Indices
No 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.

There are headwinds, but not clear signs of a recession.
There may be a slowdown, but that is not the same as a
recession.

Colorado-based Business and Economic Research http://cber.co
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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 - 2020

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%, or 76,200 to 5,765,527.
Sources: State Demography Office and cber.co. 19
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The Colorado Economy

Unemployment Rate and the Unemployment Gap
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Thmgs to Look For

Unemployment Colorado

«  The downward trend in the number of initial and
continuing claims suggests the unemployment rate
will not rise abruptly in the near term, particularly
given the growth of the labor force.

«  The unemployment rate for 2018 was 3.3%. This InitiaIIy there was concern the

was higher than expected. ' : ;
] P YOY increase in the state’s
«  Asaresult, the projected unemployment rate for

2019 was increased o 3.6%. unemployment rate had risen to

«  In Q4 2018, the YOY increase in the state’s 0.8 percentage points in Q4
unemployment rate was 0.8 percentage points. 2018. As a result, this section
After closer investigation, this difference does not focuses on changes in the

appear to be a problem.

«  Lower U.S. unemployment rates may eventually
cause a decline in Colorado’s net migration. At
some point, this may affect the number of jobs
added and the unemployment rate for Colorado.

unemployment rate.

21
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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 3.3% in 2018 to
3.6% in 2019.

6.0% - [ |

The annual U.S. unemployment rate has v, X X

declined since 2010 when it was 9.6%. The  5.0% -

rate has been below 4.5% since 2017. \___/ - \
40% - \/

The annual Colorado unemployment rate Colorado \

peaked at 8.7% in 2010. It bottomed out in

2017 at 2.7%. The rate has been below 3.0% -

o
4.5% since 2015. The natural rate of unemployment is an
. 2.0% - academic concept. It is reached when the

By .Companson’ there was an 8-year labor market is in equilibrium. In most cases

period, 1994 to 2001, when Colorado’s . this rate is between 4.5% and 5.5%. At rates

annual rate of unemployment was less than 1.0% - above and below this level, the economy

4.5%. operates inefficiently — for different reasons.
00% rTrrrrrrrrrrrrrrrrrrr/rrrrrmrr17rrrrrrr7r 1117 1 1rrrT1rT1

1976 1983 1990 1997 2004 2011 2018

Source: Bureau of Labor Statistics, SA; cber.co.
22
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®vyov Change in the Unemployment Rate
® Colorado

YOY Change in Unemployment Rate

Percent
3.0%
2.5% -
2.0% -
1.5% -
1.0%

0.5%

0.0%

-0.5% -
-1.0% -
-1.5%
-2.0% -
-2.5%

The areas in pink
represent recessions as
defined by NBER.

The YOY change in the unemployment rate for Q4 2018
was 0.8 percentage points. This change is in line with the
-3.0% 1 YOY change that has occurred since August 2014.

-3.5%

1977 1980 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016

Source: Bureau of Labor Statistics, LAUS, NSA, NBER, cher.co. ”
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®vyov Change in the Labor Force
® Colorado

YOY Change in Labor Force

Change
120,000
The areas in pink
105,000 - represent recessions as
90,000 defined by NBER.

75,000
60,000

45,000
30,000
15,000

0

-15,000

30,000 - There was a significant increase in the YOY change in the labor force between September 2015 and April 2018 as a
result of strong net migration and people re-entering the workforce. This provided companies with a larger pool of
-45,000 | potential workers. Since April 2018, the YOY change in the labor force has decreased. This means the labor force has
60,000 increased at a decreasing rate since April.

1977 1980 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016

Source: Bureau of Labor Statistics, LAUS, NSA, NBER, cber.co. o4
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o Initial and Continuing Unemployment Claims
1990 to 2018 (Colorado)

10,000 - i .
Initial Claims
8,000 1 The number of initial claims has trended
6,000 - downwards since 2010.
4,000 -
2,000 -
0 T T T T T T T T T T T T T T
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
100,000 - — _
Continuing Claims
80,000 - - .
The number of continuing claims has
60,000 - trended downwards since 2010.

40,000 -

20,000

0 T T T T T T T T T T T T T T
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: FRED, Department of Labor, NSA, cber.co.
25
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® 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 +.56. - 75,000
2.0% - - 60,000
1.5% - - 45,000
1201+ X /v—\Y Yy 5 30,000
0,50, = Gap (U.S. minus C 5 000

0 ——Net Migration e
0.0% T T T 0

he gap is the U.S.
. In the 22 years when the gap was greater than or equal to 1.1% (green
-0.5% _rhneeggféngsnt rate minus line), the cumulative total of net migration was 1.1 million. In the 22 - -15,000
10% _unemployment rate years when the gap was less than 1.1%, the cumulative total of net 30,000
-1.0% 1 ' migration was 602,000. In simplistic terms, when the gap is greater,the | ™
A.5% level of net 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.
26
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O
o Colorado Unemployment Rate

The unemployment rate will remain below the natural rate of unemployment
through 2019. 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.

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



The Colorado Economy

Revised Employment Outlook, Employment by Sector,

Employment by Strong Growth, Solid Growth, Volatile
Categories

Colorado-based Business and Economic Research http://cber.co
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Thmgs to Look For

Employment Colorado

The benchmark data for 2018 showed the state
added 64,600 workers, less than expected.

As a result, the 2019 cber.co forecast for
employment was lowered to 58,600 jobs, or a 2.2%
rate of growth.

Job growth for the period 2012 to 2019 is almost as
strong as the eight year period 1993 to 2000.

There will continue to be consistent job growth in
the strong and solid categories of industries. There
will be a decline in the volatile categories,
particularly as the year progresses.

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

A slowdown in job growth was
expected for Q4; however, the
magnitude of the slowdown was
greater than anticipated. As a
result, this section tries to
understand the level of
momentum that will carry forward
into 2019 and how that
momentum will affect the
performance of the Colorado
economy.
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@Annual Employment

. Thousands i
.Change in Colorado vl Annual Change in Colorad/:) Enllgloyment
== Annual Change
Employment
ploy 90.0 ] - — Average for Decade
. 750 - = 10 I
All economists were fooled by the strength of i n _
the economy in 2018. It appears their forecasts 60.0 - T —
for a slowdown were a year too early. The M _ — M
recent benchmark data shows that Colorado 45.0 - — [ M
added 64,900 jobs in 2018, or growth of 2.4%. - 1L B _
300 = i
This level of job growth is 10,000 to 20,000 i a
jobs greater than most forecasts, but less than 15.0 - -
the end of the year expectations for 2018. 0.0
Job growth for 2018 peaked in the summer, but ' ' ' |_| '
it tapered off in the second half of the year. 5.0 -
Average annual change (red lines) B
The momentum from 2018 will carry forward -30.0 1 by decade are as follows: B
into the first half of 2019; however, this 450 | ° 47,700 jobs from 1970 to 1979. | |
momentum is projected to taper off as the year ' * 26,400 jobs from 1980 to 1989.
progresses. 0.0 - . 65,000 jObS from 1990 to 1999.
' + 11,200 jobs from 2000 to 2009.
750 1 ° 62,500 jobs from 2010 to 2019.
Employment growth for 2019 will be 58,600 R
workers, an increase of 2.2%. On average this 900 -
is about 4,900 workers per month. '
-105.0 -

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source: Bureau of Labor Statistics, cber.co.
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258,600 Jobs to be Added

What Adjective Would You Use to Describe 58,6007

Economists are masters at using adjectives and phrases to
describe economic growth. Some examples are listed below:
»  Above expectations

*  Average

«  Below par

«  Below potential
«  Booming

»  Cautiously optimistic
«  Consistent
»  Disappointing

*  Dismal

*  Moderate

*  Modest

+ Solid

«  Stable

o  Stellar

«  Strong

*  Trending upwards
Weak

»  Worse than expected
»  Worst case scenario
The list goes on ad nauseam.

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

Later this year, the U.S. economy will set a record
for the longest economic recovery in history. Does
that mean the current level of job growth is strong,
weak, or somewhere in between? What words or
phrases would you use to describe Colorado’s
forecast for the addition of 58,600 jobs in 20197
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o :
o Change in Employment by Sector

2019 Forecast

Construction

Accommodations and Food Services
Professional and Scientific

Health Care

Higher Education

Transportation and Warehousing, and Utilities
Natural Resources and Mining
Arts, Entertnmt, and Recreation
Wholesale Trade

Information

Personal (Other) Services
Corporate Headquarters (MCE)
Employment Services
Manufacturing

Financial Activities

Admin (Not Employment Services)
Private Education

Local (Not K-12 Education)

State (Not Higher Education)

K-12 Education

Federal Government

Utilities

Source: BLS, cher.co.

Retail Trade

Job Change All Sectors

About 55.1% of total jobs will be added in

the top five sectors.

Approximately 15.9% of all jobs will be added in leisure

and hospitality (AFS + AER).

About 16.0% 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

2,783,900, an increase of 2.2% or 58,600 workers.

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

20 3.0 4.0 5.0 6.0 7.0

Thousands (Average)

8.0
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@Annual Employment
Situation for the Strong
.Growth Category

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)

* Health Care

»  Arts, Entertainment, and Recreation
»  Other Services.

Total employment for this category was:

1998 581,900 workers, 28.3% of total employment
2008 759,400 workers, 32.3% of total employment
2018 960.900 workers, 35.2% of total employment

In 2019, 22,900 workers will be added at
a rate of 2.4%.

Source: Bureau of Labor Statistics, cber.co.

Strong Growth Category

@ 0s)

This category has added an average of 19,900 jobs per year (red line).

30
15
0
15 -
This category added jobs in 28 of 29 years. The largest number of
jobs added by the category is 33,900 (2015).
-30 -
45 - Annualized Rate of Job Growth - Strong Growth Category
3.1% 1990 to 2019
3.0% 2010 to 2019 (End of Recession)
60 -
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
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Annual Employment (000s) Solid Growth Category

Situation for the Solid 4

Growth Category This category added an average of 14,800 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 763,300 workers, 35.8% of total employment
30 -

2008 856,000 workers, 36.4% of total employment

This category added jobs in 26 of 29 years. The largest
2018 996,200 workers, 36.0% of total employment

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

In 2019, 15,600 jobs will be added, at a 45 Annualized Rate of Job Growth - Solid Growth Category
rate of 1.6%. 1.9% 1990 to 2019
2.1% 2010 to 2019 (End of Recession)

-60 -
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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Annual Employment
Situation for the Volatile
Category

For almost three decades the sectors listed below were

the primary source of volatility in total employment.

The sectors are:

*Natural Resources and Mining
+Construction

*Manufacturing

Transportation and Warehousing
+Utilities

*Employment Services

*Financial Activities

*Information

Federal Government.

Total employment for this category was:

1998 739,000 workers, 35.9% of total employment
2008 734,000 workers, 31.2% of total employment
2018 784,000 workers, 28.8% of total employment

In 2019 20,100 jobs will be added, at a
rate of 2.6%.

Source: Bureau of Labor Statistics, cber.co.

Volatile Category

(000s)
45 -
This category has added an average of 9,000
jobs per year (red line).
30 -
15 -
0 || T T T 1 1 1 T T 1 T T T 1 T T 1 T T T T T T 1 1 1 T T 1
15 -
This category added jobs in
-30 - 21 of the 29 years. The
largest number of jobs
added was 40,300 (1998).
45 -
Annualized Rate of Job Growth - Volatile Growth|Category
1.4% 1990 to 2019
50 2.6% 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
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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 58,600 jobs in 2019.
employment for key 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 22,900 jobs

«  Solid Growth 15,600 jobs

«  Volatile 20,100 jobs.

36
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'Change in Employment

® Health Care and Social Assistance and Higher Education
( Strong Growth Category

(000s) Change in Employment

b HCSAand higher  The two sectors are combined in this  The combined employment of
16.0 -| education have chart because the University of the two sectors declined in
been job creation  Colorado has acquired private sector 2016, 2017, and 2018. About
14.0 - machines since hospitals. Those workers have been 1 100 jobs (4,300 higher ed
1990. Jobs have  reclassified from private sector health- g0 5 800 HCSA) will be added
120 - been added every  care workers to state higher education i, the two sectors in 2019,
year. workers.

10.0

8.0

6.0
N II'I

2.0 D HCSA @ State Education

0.0

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

Source: Bureau of Labor Statistics, cher.co.
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'Change in Employment

Leisure and Hospitality - Arts, Entertainment, and Recreation and Accommodations and
Food Services — Strong and Solid Growth Categories

(000s) Change in Employment
18.0 -
The AER and AFS sectors form the Leisure and Hospitality super sector. After a disappointing year in 2018, about
9,300 L&H jobs will be added in 2019 thanks to a strong winter season and the opening of the Gaylord Rockies
Resort. There will be 1,700 jobs added in AER and 7,600 jobs added in AFS.

15.0

12.0 -

9.0 1

6.0 -

3.0 -

0-0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
3.0 -
Arts, Entertainment, and Recreation
-6.0 - Accomodations and Food Services

9.0 -

-12.0 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Source: Bureau of Labor Statistics, cber.co.
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'Change in Employment

Professional, Scientific, and Technical Services
¢ Strong Growth Category

(000s) Change in Employment
14.0

PST has been a source of consistent job growth since 2012. About 6,600 jobs will be added in 2019.

12.0
10.0
8.0
6.0
4.0
2.0
0.0
-2.0
-4.0
-6.0

-8.0

-10.0

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Source: Bureau of Labor Statistics, cher.co.
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'Change in Employment

Administrative Services, Excluding Employment Services
Strong Growth Category

(000s) Change in Employment
10.0 -
In 2019, the administrative services sector, excluding employment services, is projected to add about 1,000 jobs.

8.0 -

6.0

4.0 -

2.0 -

0.0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1

20 -

40 -

6.0 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

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

Retail Trade
Solid Growth Category

(000s) Change in Employment
15.0 -
The retail trade sector is projected to
add 4,700 jobs in 2019. Retail is
10.0 - evolving, but it is not dead.
5.0 -
00 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
50 -
-10.0 -
-15.0 -

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

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

State Government (Not Higher education)
Solid Growth Category

(000s) Change in Employment
9.0 -

g0 . The state government, excluding higher
education, has been a consistent producer of
7.0 1 jobs. There will be 500 state jobs added in 2019.

6.0 -
5.0 -
4.0 -
3.0 -
2.0 -
1.0 -

0.0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1

-1.0 -

20 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

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

Construction
Volatile Growth Category

(000s) Change in Employment
20.0 -

Construction is expected to add 7,600 jobs in 2019.

15.0 -
10.0
5.0
0.0
-5.0
-10.0

-15.0

-20.0 -
-25.0 -

-30.0 -

-35.0 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Source: Bureau of Labor Statistics, cher.co.
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Change in Employment

Employment Services
Volatile Growth Category

(000s) Change in Employment
8.0

6.0

4.0

2.0

0.0

2.0 -
The employment services

4.0 - sector is projected to add
1.300 jobs in 2019.

6.0 -

-8.0 -

-10.0 -

-12.0 -

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Source: Bureau of Labor Statistics, cher.co.
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o :
o Change in Employment

Extractive Industries
Volatile Growth Category

(000s) Change in Employment
6.0 -

The extractive industries sector is on track to
40 - add 3,100 jobs in 2019.

2.0

0.0

-2.0

-4.0

-6.0

-8.0 -
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

Source: Bureau of Labor Statistics, cher.co.
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The Colorado Economy
Colorado Wages (Average Annual Weekly Wages — AAWW)
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O
o Average Annual Weekly Wages

Colorado vs. United States

The following is a summary of key findings in the analysis of AAWW for Colorado and the U.S.

Colorado

Between 2009 and 2018, Colorado private wages
increased at a CAGR of 2.0%.

Between 2009 and 2018, the Denver-Aurora-
Lakewood CPI increased at a CAGR of 2.6%.

In 2018, AAWW for private sector wages increased by
5.4% in Colorado.

The CAGR wage growth in the construction, financial
activities, leisure and hospitality, and other services
sectors was greater than private sector CAGR wage
growth for the period 2009 to 2018.

The Colorado sectors with the highest AAWW were
financial activities, PBS, manufacturing, and
construction. There is little difference in the AAWW for
the top 3 sectors.

There is much greater volatility in the Colorado
AAWW on a year-to-year basis than the U.S. wages.

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

United States

Between 2009 and 2018, United States private wages
increased at a CAGR of 2.5%.

Between 2009 and 2018, the United States CPI
increased at a CAGR of 1.8%.

In 2018, AAWW for private sector wages increased by
3.3% in the United States.

The CAGR wage growth in the construction, financial
activities, leisure and hospitality, and other services
sectors was greater than private sector CAGR wage
growth for the period 2009 to 2018.

The U.S. sectors with the highest AAWW were
financial activities, PBS, construction, and
manufacturing. The financial activities AAWW are
significantly greater than the wages for the other
sectors.

47



® 2018 AAWW by Sector
® Colorado vs. U.S.

AAWW by Sector (Sorted by Colorado)

Financial Activities o %‘,1310
Professional Business Services $1 ,172 | 260
Manufacturing $1,107 $1l242
Construction = 1$2141 74
PRIVATE $9:;% . U
Other Services $781 386 = Colorado
Education and Health Services $890  Overall, AAWW for the
$839 private sector are greater
: —_ $806 for Colorado than the
Trade, Transportation, Utiliities §783 U.S. The AAWW for four
$417 sectors are greater for
Leisure and Hospitality Colorado than the U.S.

Source: BLS, cber.co.

$469

$0 $100 $200 $300 $400 $500 $600 $700 $800 $900 $1,000$1,100$1,200$1,300$1,400
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® Change in AAWW- Colorado vs. U.S.
2018 vs. Compound Annualized Growth Rate 2009-2018

15%

10%

5%

0%

-5%

10%

8%

\

6% -

4%
2%

0%

‘\

Source: Bureau of Labor Statistics, cber.co.

Since 2009, annualized private wage growth for Colorado is less than the U.S., 2.0% vs 2.5%. Colorado
9.9%
7o 8.0%
5.4% 8.2% 5.6% 5.8%
3.3% 2.9%
2.0% 2.4% 1.9% 9 .
] ’ 1.6% 18% 0.8%0.7% . .
o [ ] [ ] —
mCAGR2009t02018 ~2018  -0.4%
-3.2%
Private Construction Manufacturing TTU Financial PBS EHS L&H Other Services
Activities
Since 2009, annualized private wage growth for the U.S. is greater than Colorado, 2.0% vs. 2.5%. United States
= CAGR (2009 to 2018) = 2018 5 19,
0,
3.3% 38% 3.4% 1% - 3.2% 3.1%
25% i i 23% | I 24% 1 Zi% i
Private Construction Manufacturing Financial Activities Other Services
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o
o Average Annual Weekly Wages

Private Sector

Average Annual Weekly Wages

$1,000

$975

$950  Colorado’s AAWW are

$925 consistently greater than the U.S.

$900

$875

$850

$825

$800

$775

$750

$725

$700

$675
2007 2009 2011 2013 2015 2017

=Colorado =—=United States

Source: BLS, cher.co.
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6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

0.0%

-1.0%

-2.0%

Annual Percent Change in AAWW

The increases in Colorado’s AAWW are
usually less than U.S. Colorado had a
significant increase in 2018.

2008

2010 2012 2014 2016

= Colorado

= Jnited States

2018
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o
o Average Annual Weekly Wages

Construction

Average Annual Weekly Wages
$1,200
$1,175
$1,150
$1,125
$1,100
$1,075
$1,050
$1,025
$1,000

$975
$950
$925
$900
$875
$850

Colorado’s AAWW are
typically less than the U.S.

2007 2009 2011 2013 2015 2017

=Colorado =—=United States

Source: BLS, cher.co.
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1.0%
0.0%
-1.0%
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-3.0%
-4.0%

Annual Percent Change in AAWW

The increase in Colorado’s AAWW is usually

less than U.S. Colorado had greater
increases in 2013, 2014, 018.

2008

2010 2012 2014 2016

= Colorado

= Jnited States

2018
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o
o Average Annual Weekly Wages

Manufacturing

Average Annual Weekly Wages

$1,300
$1,275
1250 Colorado’s AAWW are
$1,225 consistently greater than the U.S.
$1,200
$1,175
$1,150
$1,125
$1,100
$1,075
$1,050
$1,025
$1,000
$975
$950
$925
$900
$875
$850
2007 2009 2011 2013 2015 2017

=Colorado =—=United States

Source: BLS, cher.co.
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-4.0%

Annual Percent Change in AAWW

The increases in the Colorado AAWW are

usually less than U.S. increases. Colorado had

strong increases in 2008, 2015, and 2016.

2008

2010 2012 2014 2016

= Colorado

= Jnited States

2018
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O
o Average Annual Weekly Wages
Trade, Transportation, and Utilities

Average Annual Weekly Wages
$825

$800
$775
$750
$725

$700

$675 Colorado’s AAWW are

$650
$625

$600
2007 2009 2011 2013 2015 2017

=Colorado =—=United States

Source: BLS, cher.co.
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typically greater than the U.S.

15.0%

12.0%

9.0%

6.0%

3.0%

0.0%

-3.0%

-6.0%

Annual Percent Change in AAWW

The increases in the Colorado AAWW are often
less than U.S. increases. Colorado had strong
increases in 2011, 2012, and 2018.

2008 2010 2012 2014 2016 2018

==(Colorado ===United States
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o
o Average Annual Weekly Wages

Financial Activities

Average Annual Weekly Wages Annual Percent Change in AAWW
$1,350 15.0%
$1.300 The increases in the Colorado AAWW are
’ Colorado’s AAWW are less 12.0% usually less tha . increases. Colorado had
$1,250 than the U S. ' ' : N1, 2012, 2013, 2014, and
$1,200
$1,150 9.0%
$1,100 )
$1,050 0.0%
$1,000 3.0%
$950
$900 0.0%
$850
$800 3.0%
$750
$700 6.0%
2007 2009 2011 2013 2015 2017 2008 2010 2012 2014 2016 2018
—(Colorado =—United States =(Colorado =United States

Source: BLS, cher.co.
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O
o Average Annual Weekly Wages
Professional Business Services

Average Annual Weekly Wages
$1,300

$1,250 Colorado’s AAWW are
greater than the U.S.

$1,200
$1,150
$1,100
$1,050
$1,000
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$900

$850
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Source: BLS, cher.co.
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Annual Percent Change in AAWW

The increases in the Colorado AAWW are
usually less than U.S. increases. Colorado had
strong increases in 2008, 2013, 2018.
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O
o Average Annual Weekly Wages
Education and Health Services

Average Annual Weekly Wages
$900

$875 Recently, Colorado’s AAWW
have been less than the U.S.

$850
$825
$800
$775
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Source: BLS, cher.co.
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The increases in the Colorado AAWW are
usually less than U.S. increases.
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o
o Average Annual Weekly Wages

Leisure and Hospitality

Average Annual Weekly Wages
$500

$475 Colorado’s AAWW are
greater than the U.S.
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o
o Average Annual Weekly Wages
Other Services

Average Annual Weekly Wages Annual Percent Change in AAWW
$950 14.0%
$925 ) The increases in the Colorado AAWW
$900 Colorado’'s AAWW are 120% " are more erratic than the U.S. increases.
$875 greater than the U.S. 10.0% Colorado had strong increases in 2012,
$850 8.0% 2014, 2015, and 2017.
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$800 6.0%
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$700 0.0%
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$650 20%
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$600 .
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Source: BLS, cher.co.
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’Average Annual Weekly Wages

Reasons for Varying Wage Growth

Given the low unemployment rate in Colorado, it is surprising to see that
the annualized rate of wage growth in Colorado has been less than the
rate for the U.S. This difference may be a result of factors such as the mix
of companies and occupations in various industries, public and private
policy, investment in technology rather than employees, the lack of
technology adoption, financial strength of companies within the industries,
perceived demand for workers, and the strength of unions in the state.
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The Colorado Economy
Denver International Airport
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O : :
o Denver International Airport
Passenger Count

Passengers

6,500,000

6,250,000 -

6,000,000

5,750,000 -

5,500,000

5,250,000 -

5,000,000
4,750,000
4,500,000
4,250,000
4,000,000
3,750,000
3,500,000
3,250,000
3,000,000

Denver International Airport - Number of Passengers by Month

There were 64.5 DIA passengers in

2018. The 2018 passenger count was

1 5.1% greater than 2017.

Annual Passengers
2017 - 61.4 million
2016 - 58.3 million
2015 - 54.0 million
2014 - 53.4 million

DIA and the surrounding area continues to be an economic juggernaut, with
significant increases in the number of passengers and increased business

—2014
2015
2016
—2017
—2018

activity in the area surrounding the airport. For example, the Gaylord Hotel
opened in December and the Spaceport was recently approved for Front Range

Airport.
January February  March

Source: FlyDenver.com, cber.co.

April

May
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June

July

August September October November December
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O i :
o Denver International Airport
Passengers - 2018

Passengers Passengers
American 3.635,616 Customs,
b 1 b b Cl d
3.240,312, 5% 2004201, gyesi oo
5% 3% 1699,
Delta,
3473447

5%

Frontier,
7,385,267,
1%

United,
28,032,148,
44%

Domestic,
61,543,762,
95%

Southwest,
18,727,823,
29%

Total International Passengers
(Cleared and Through Customs
2,950,851

Total DIA Passengers in 2018
64,494,613

Source: FlyDenver.com, cher.co.
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o i :
o Denver International Airport
Cargo — Pounds

Total DIA Cargo in 2018

Air Mail c 613,590,574 pounds Other
Inbound, argo i mai Cargo Passenger
30,773,428, Outbound, Southwest, | o nea 30,021,340
5% 23,507 860, 34,301,054, 4 305 709 59
4(%) 6(%) ' 30/[; '
United
International,
16,043,109, A

Freight and
Express

3%

Outbound Federal

et ' Express
United p ]

234’2783/;090 Airlines, 242 866,142

75,238,058, , 39%

12%

Freight and
Express
Inbound,

324,554,196 United
, 53% Other Cargo Parcel
Only, Service,

33,044,136,

65,681,013
5% A

)
Source: FlyDenver.com, cher.co.
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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 accelerating 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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O . .
.Case Shiller Home Price Index
National vs. Denver Index Value
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The Denver December
index (red) had a YOY
increase of 5.5% and
the U.S. index (blue)
had a YOY increase of
4.7% in December (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
Natlonal vs. Denver Rate of Change

S&P CoreLogic Case Shiller Home Price Index

YOT5/;;3hange U.S. (National) vs. Denver Percent Change
20 The indices have increased at a decreasing rate (YOY) since May, 2018.

9.0% - = Denver
=—JS - National

6.0% -

3.0% -

0.0% T T I T

-3.0% - During the peak of the housing
bubble (2006), the U.S. index

6.0% - . After the bubble burst in 2006, the U.S. index
ggﬁl Lr;irzg/se.?ha: arzvothhrzr‘etl?(: bottomed out at a YOY rate of -12.8%. At the same
-9.0% - - o g time, the Denver index fell by a YOY rate of -5.7%.

Denver index (red) grew by a

120% | 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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:Housing Prices

Given the strength of net migration in Colorado, there will continue to be
strong demand for housing. The rate of price appreciation may slow, but
it is unlikely there will be a strong downturn in housing prices in the near
term.

The rate of increase in Denver housing and rental prices has been
greater than wage gains. As a result, Denver has been recognized by
Redfin as one of the “most fled” cities in the country. This type of
notoriety will create problems for the Colorado economy.
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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 2019 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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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. .
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:Crude Qil Prices

West Texas Intermediate

Dollars
per Barrel Crude Oil Prices: West Texas Intermediate, Cushing, Oklahoma
$160 -
On March 19 WTI prices were forecasted to be $55 to $65 per barrel in 2018, slightly
$140 - 2019 the pric’e higher than 2017. The range was actually $44 to $77. Prices are
for a barrel of expected to average $54 in 2019, with a range of $36 to $77.

| oil was $59.
$120 On the last trading
day of 2017, the price

$100 - for a barrel of oil was
$60 and on the last
580 - day of 2018 it was $44,
$60 -
$40 -

$20 - Since 2005, average annual prices for crude oil have ranged from $46 to $100
per barrel. There has been greater volatility in the daily prices, $26 to $146.
$0 T T T T T T T T T T T T T

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 and New Vehicle Registrations
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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%. Between 2010 and 2019 retail trade sales

increased by 5.5%. For that same period, the Colorado CPl increased by 2.4%. s
.
> Y $103.€$109~
$95.0 '
$90.5
$70.4 $75.3 $74.8 pum $75.9 :
= R $66.5 °"
gra 8 arg 7 9623

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
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

$20

Source: OSPB, cber.co.
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:New Vehicle Registrations

Colorado

Registrations New Vehicle Registrations

220,000 -
‘ ‘ I “
. . . . II I

> There were 207,863 new vehicles
registered in 2000. After the 2001
and 2007 recessions, the number
of vehicles registered bottomed out
in 2009 at 104,540. The number of
new vehicle registrations finally
surpassed the 2000 total in 2017.

200,000 -
180,000 -

160,000 -

140,000

120,000

100,000 - 0

80,000 -

60,000 -
40,000 -

20,000

0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Colorado Auto Dealers Association, cber.co.
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o : :
o Auto Registrations
Colorado 2018

Registrations by Brand Registrations
Volkswagen,  \aqa -Kia 4544, 2% In 2018, there were 211,653 <
6213,3% — 4713 29 vehicles registered. 12 ;’g%a%’%

Hyundai, GMC, 6,375,
7,555,4% 3%

Other, 35,927,
17%

Domestic,
81,257, 38%

Nissan,
10,298, 5%

Toyota, 32,007,
15%

Chevrolet,
15,376, 7%

Japanese,
95,397, 45%
Jeep, 15,619,

7%
Subaru,
24,304, 1%

Honda,
16,424, 8%

European,
22,731, 1%

Ford, 23,552,
1%

In 2018, 76.1% of registrations
were for light trucks and

0
Source: Colorado Auto Dealers Association, IHS, cber.co. 23.1% were for cars.
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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 Gross General Fund revenue projections from FY 2018 to FY 2021 provided by the Colorado Legislative
Council (CLC) and the Governor’s Office of State Planning and Budgeting (OSPB). The Colorado Fiscal Year is July 1st
through June 30t

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 The quarterly economic updates published

for FY 2019 is projected to be slightly less than $3.8 billion. by CLC and OSPB are recommended
reading for those anxious to learn more

about the Colorado economy and funding of
the state government.

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 2018.
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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 2018.
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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 2018.
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® 72nd Colorado General Assembly

Proposed Legislation

Legislation has been introduced to the 72" Colorado General Assembly
that has the potential to hinder or help the growth of the state and the
economy — depending on your perspective. Stay tuned!
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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 Ch
== Annual Change
Employment 90.0 ] ~ — Average for Decade
75.0 - - el Il
The recent benchmark data produced by B - L —
the Bureau of Labor Statistics shows that 60.0 - =T
64,600 jobs were added in 2018. The rate N - T M
of job growth ended up being slower than 45.0 1 1 il ]
anticipated because Q4 growth was ] a ]
. L . . 30.0 |
disappointing. This raises the question, u
“‘How much momentum is there and how 15.0 - B i
long will it last?” _‘
0.0 . .
Job growth for 2019 will be 58,600 workers. I-I
Colorado employment is projected to 1507
increase by 2.2%. Average annual change (red lines) B
-30.0 1 by decade are as follows: B
» 47,700 jobs from 1970 to 1979.

Thel rate of job growth for Colorado will -45.0 - 26,400 jobs from 1980 to 1989. B
again be greater than the rate for the U.S. 65,000 jobs from 1990 to 1999.

The forecast is in line with the slowing rate 000 - 11,300 jobs from 2000 to 2009.
of growth in the global and U.S. 750 - 62,500 jobs from 2010 to 2019.
economies.
-90.0 -
-105.0 - L

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 slowing in the Colorado
economy will mirror 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’s rate of job growth, 2.2%, will be less
than 2018; 58,600 jobs will be added.

Unemployment - The unemployment rate will increase to 3.6%.

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

Colorado’s Three Economies — There are three economies in
Colorado: MSAs, 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

Job Growth — Employment growth will be driven by construction,
AFS, PST, healthcare, and retail trade. Retail trade and the AFS
sectors are evolving, in part because there are too many business
establishments. Sales growth will remain solid, but employment
growth will be modest. Construction along the Front Range has
benefitted from the warm and dry winter, but it has been
constrained by the lack of qualified workers. PST growth continues
to be the foundation of job and GDP growth for the state.

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
continue to 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, Ball Aerospace, Maxar, and Vestas 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. Critical issues will take a backseat to issues that have
a higher priority for the party in control .
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cber.co Final Review of Colorado 2018 and Outlook for 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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