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Economic Outlook and Trends

Purpose and Summary

The purpose of this chartbook is to review the performance and The contents focus on the following topics.
outlook of the Colorado and U.S. economies for 2023. The analysis
focuses on employment for Q1 2023. Colorado has many valuable
assets; however, the recent BLS employment data shows a
slowdown in employment and economic growth that beganin 2022.  * U.S.and Colorado Employment

The headwinds include: « Colorado Employment Trends by Largest Sectors
« Inflation that is cooling but is stubborn in some categories
* Rising interest rates that may be near their peak
 Energy policy that will hinder economic growth « Saving, Borrowing, Consumption, and the Wealth Effect
 Abanking crisis that has brought about tightening in credit.
« Labor shortages that are unlikely to end

« Concerns about the debt limit crisis » Colorado Industry Indicators

* Ahostof issues related to housing » 2003 Colorado Economic Outlook.
« State legislation and regulations that are not business friendly

 The spending and conflict in Eastern Europe.

» Gross Domestic Product and Real Disposable Personal Income
Per Capita

 [nflation

» U.S. Industry Indicators
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l Gross Domestic Product and Disposable Income
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U.S. Real GDP

The Economic Forecast Still Calls for a Recession

Conference Board Calls for Recession
Over the past six months, economists and business leaders have projected
various scenarios for no recession, a recession with a soft landing, a
recession with a hard landing, and a doozy of a recession. Time will tell.

The Conference Board U.S. GDP Forecast is the base for the 2023 cber.co
forecast. In the second half of 2022, TCB called for a shallow recession by
the end of 2022 or early 2023.

Real GDP and employment growth have been stronger than expected in Q1

2023; however, a significant slowdown or a recession will occur within the
next six months. Growth will remain weak in 2024.

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

Headwinds
On March 22, the Fed raised interest rates by 25 basis points to curb inflation.
It is now in the range of 4.75% to 5.0% and will peak later this year. Inflation
will remain high in 2023 and return to the target rate in 2024. The failure of
Silicon Valley Bank and other smaller banks did not expand as some had
feared. Instead, it created concern about the stability of the banking system.
As a result, it appears that banks will tighten credit.

Over the summer months, there will be a lot of saber-rattling around the
federal debt ceiling issue as the deadline approaches. The worst-case
scenario is unlikely to happen.

The conflict in Ukraine has taken second fiddle to many of these issues. The
most pressing concerns are for people directly and indirectly involved, the
amount of U.S. financial assistance to Ukraine, the direct and indirect effects
on the EU, relations with China, the unintended consequences of the sanctions

against Russia, and fears that the war will become more deadly.
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U.S. Real GDP Growth

The Conference Board Forecast (April 12, 2023)

Real GDP and Economic Growth
The latest Conference Board forecast projects real GDP growth of 0.7% in
2023. Real disposable income will increase by 3.2%, and real personal
consumption will post a slight gain of 0.9%. Residential investment will change
by -15.7%, and non-residential investment will increase by 1.4%. Finally,
government spending will increase by 2.9% in 2023.

Other Economic Factors
Despite the downward trend in the economy, some industries and occupations
will see labor shortages. Surprisingly, the U.S. unemployment rate will be
3.8% in 2023. The quarterly PCE inflation rate peaked in Q2 2022. The annual
rate will drop to 3.8% in 2023, and the core rate will be 3.9%. PCE inflation will
be 2.2% in 2024.

Conference Board US Real GDP Growth Forecast

Q1 2022 Q2 2022 Q3 2022 Q4 2022 Q12023 Q2 2023 Q3 2023 Q4 2023 2022 2023 2024

Real GDP (Preceding) -1.6% -0.6% 3.2% 2.6% 2.0% -1.8% -1.8% -0.6% 2.1% 0.7% 0.8%
Real Disposable Income --10.6% -2.3% 3.2% 5.0% 7.5% 0.5% 0.3% 0.6% -6.1% 3.2% 1.0%
Real Personal Consumption 1.3% 2.0% 2.3% 1.0% 3.7% -1.6% -1.6% -0.8% 2.7% 0.9% 0.6%
Residential Investment -3.1% -17.8% -27.1% -25.1% -10.0% -10.0% -10.0% -5.0% -10.6% -15.7% -1.7%
Nonresidential Investment 7.9% 0.1% 6.2% 4.0% 1.6% -0.8% -2.0% -1.5% 3.9% 1.4% 1.6%
Total Gov’t. Spending -2.3% -1.6% 3.7% 3.8% 3.0% 3.2% 2.3% 2.5% -0.6% 2.9% 2.5%
Exports -4.6% 13.8% 14.6% -3.7% 4.5% 2.0% 0.0% 1.0% 7.1% 3.4% 1.4%
Unemployment Rate 3.8% 3.6% 3.6% 3.6% 3.5% 3.6% 3.7% 4.2% 3.6% 3.8% 4.4%
PCE Inflation (%Y/Y) 6.4% 6.6% 6.3% 5.7% 4.9% 3.9% 3.4% 3.0% 6.3% 3.8% 2.2%
Core PCE Inflation (%Y/Y) 5.3% 5.0% 4.9% 4.8% 4.6% 4.2% 3.7% 3.1% 5.0% 3.9% 2.2%

Source: The Conference Board and cber.co.

Source: The Conference Board, https://www.conference-board.org/publications/Economic-Forecast-US, cber.co.
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Real Disposable Personal Income Per Capita

United States

Real Disposable Personal Income Per Capita

Chained 2012 Recessions ——Real DPI Per Capita

$60,000 -
Personal income is all income received from wages, other labor income, and transfer
payments. Disposable personal income (DPI) is personal income minus personal taxes, i.e.,

$56.000 - the amount that can be saved or spent. Per capita DPI is the DPI divided by the population.

' The data is inflation-adjusted by chaining it to 2012 data.

$52,000 -

$48,000 -

$44,000 -

$40,000 -

$36,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: FRED, BEA, SAAR, chained on 2012 dollars cber.co.
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Real DPI Per Capita
The real DPI PC behaved very differently in the
COVID recession than during the Great
Financial Crisis. It was more volatile than usual
between 2020 and 2022. After peaking at
$57,872 in March 2021, it plummeted to
$44,902 in June 2022.

There will be less volatility in 2023.

Real Disposable PCPI Annual (Average)

Year RDPICP % Change
2016 $41,822 1.1%
2017 $42,669 2.0%
2018 $43,826 2.7%
2019 $45,105 2.9%
2020 $47,729 5.8%
2021 $48,534 1.7%
2022 $45,406 6.4%
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l U.S. and Colorado Employment and Unemployment
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Employment and Change in Employment
United States

(000s) United States Employment U.S. Employment (Monthly)
160,000 1 —2021 —2022 —2023 The amount of change in YOY
156,000 - employment has decreased since
152,000 - March 2022. The YOY March 2023
— value was about 4.1 million more than
148,000 - March 2022, compared to about 7.1
144,000 - million for YOY March 2022 vs 2021.
140,000 | | | | | | | | | | | | The decline in the YOY change will
January February March  April May ~ June  July  August September October November December continue through 2023.
(000s) Change in United States Employment
9,000 ~ 600y U-S- Employment (Annual)
6,000 - 3,4623 L sieaas g 0 ya 2578 251 200 4009 The average annual U.S. employment
3000 20200 2428 L o 3082 1438285 | 1546 o6 | 2206 | 2885 | 2072 | 1.9% for 2022 (purple) was about 6.0 million
0 L L Lo morethanin 2021 (green). There was
-3,000 1,101 14350 757 951 record job growth, a low
5,000 unemployment rate, and a severe
_9’000 5,928 shortage of workers in 2022.

1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 201878021
Source: Bureau of Labor Statistics, NSA cber.co.
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Employment and Change in Colorado Employment
Colorado

(000s) Colorado Employment
3,000.0 1 Colorado Employment (Monthly)
The amount of the change in YOY
2,900.0 - - _
— ———— - employment has trended downward since
28000 - // I April 2022. There has been slower job

growth (green) in the first three months of

2,600.0 T T T T T T T T T T T 1
January February March April May June July August September October November December The YOY average monthly employment
through Q1 was about 4,000, or about
(000s) Change in Colorado Employment (Annual) 48,000 for the year. That average will
111.4 L
120.0 - 98.2 decline in the months ahead.
85.2 83.1
| 73.889-278.8... 179.377.475,081.1 774
288 | 519 66.0 46,253.152.1 " 254.468'8 60.758,667-062.8
300 _24.1 13.0 26.8 19.0 ) 24.0
0-— - = = -+ ==+ = — = - - — = Colorado Employment (Annual)
-30.0 - ) In 2022, Colorado had record job growth,
-60.0 - 42 g31-3 23.3
900 - e a low unemployment rate, and a severe
-120.0 - 4049 shortage of workers. Job growth will be

-150.0 - 4374 much weaker in 2023.
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023

Source: Bureau of Labor Statistics, NSA, cber.co.
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Unemployment Rate
United States and Colorado

U.S. and Colorado Unemployment

Percent Recessions — United States ——Colorado
16% -

14% -
12% -
10% -
8% -

6% -

4% -

2% -

0%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: BLS, SA, cber.co.
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Unemployment Rate
The Colorado unemployment rate
returned to 2.8% in March, and the U.S.
rate was 3.5%. There will continue to be
a shortage of workers in some
occupations. The unemployment rate will

remain low despite weaker economic

growth.
Annual Unemployment Rate
Year  United States Colorado
2016 4.9% 3.1%
2017 4.4% 2.6%
2018 3.9% 3.0%
2019 3.7% 2.7%
2020 8.1% 6.8%
2021 5.3% 5.4%
2022 3.6% 3.0%
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Hourly Wages

Colorado
i Hourly Wages and Percent Change Percent Change
$37.00 - 10.0% Hourly Wages and Change
Recessions —— Hourly Wage YOY Percent Change Hourly wages (blue) .dropped to $35.21 in
$35.00 - /j\ 80y March 2023, a YOY increase of 4.4%
/\/v (green).
$33.00 - f - 60%  The largest increase was 9.4%, in
| February 2022.
$31.00 - Nj - 4.0%
f Annual Wages and Change
Year COCPI Wages Change
$29.00 - ~20% 2017 34%  $2760  2.0%
1 2018 2.7% $28.92  4.8%
$27.00 - A C00% 2019 19%  $30.37  5.0%
Y 2020  20%  $3099  2.0%
. 2021 3.5% $31.97  3.2%
$25.00 S 20% o000 0% $3447  7.8%
Source: BLS, cber.co
$23.00 -4.0%

Source

2008 2009 2010 2011 2012 2013 2014 2015
: BLS, cber.co.
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2016 2017 2018 2019 2020 2021 2022 2023
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l Colorado Employment Trends by Largest Sectors
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Change in Employment
Largest Sectors

Trends in Large Sectors

Largest Sectors/Subsectors
The charts in this section look at seasonally adjusted employment trends for
total employment (2.9 million) and the nine largest Colorado sectors and
subsectors (2.1 million) - about 73% of all jobs.

The sectors are ranked by number of employees as follows:
1. Healthcare and Social Assistance

2. Accommodation and Food Services

3. Professional, Scientific and Technical Services

4. Retail Trade

5. Local Government

6. Construction

7. Financial Activities

8. Administrative Services

9. Manufacturing.

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

Trends
Many sectors had significant employment gains in April 2022. Fewer jobs were
added in May and subsequent months, suggesting the recovery from the
pandemic-related policies and pent-up growth had ended. The charts also
show performance to December 2019, pre-COVID employment.

Within the past eleven months, there was slow but steady growth for local
government.

Within the past eleven months, PST, manufacturing, and AFS showed steady
growth. In recent months, their growth was flat or trended downward.

Within the past eleven months, healthcare employment was volatile. In recent
months the sector trended downward.

Within the past eleven months, retail trade, construction, financial activities,
and administrative services trended downward and may be in a downturn.
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Employment and Change in Colorado Employment

Total Employment

2(09%%3()) _ Colorado Seasonally Adjusted Employment
e EMployment === December 2019
28000 | T T T T T T T T T T T T T T e S S TS Smssssse=
2,700.0 -
2,600-0 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 1
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023
(000s) Month Over Month Change in Colorado NSA Employment
30.0 -
250 - N Employment

20.0
15.0 -

=== Average 2012 to 2019

10.0
5.0 -
0.0 -
5.0 -

10.0 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov

2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022
Source: Bureau of Labor Statistics, cber.co.
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Jan
2023

Mar
2023

Colorado Total Employment
In December 2021, state employment
surpassed the December 2019 total (red
dotted line). Job growth continued at a
steady pace between December 2021
and April 2022.

Colorado Employment (Change)
Between 2012 and 2019 average monthly
employment for Colorado was about
5,500 (orange dotted line). The actual
monthly change over the prior month was
usually well above or below the monthly
average. During the eleven months from
May 2022 to March 2023 (blue rectangle)
there were five months with employment
declines.
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Employment and Change in Colorado Employment
Health Care and Social Assistance - #1

(0301%?()) _ Colorado HCSA Employment
= Employment Colorado HCSA Employment
3080 1~~~ December 2019 The employment range was 304,000 to
306.0 - 309,600 between January 2021 and
March 2023. On a sustained basis, HCSA
3040 - employment surpassed the December
302.0 2019 total (red dotted line) in April 2022.

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar

2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023 During the months following April 2022

there was sporadic growth. In March

(000s) Month Over Month Change in Colorado Employment 2023, employment was only 1,000 more
gg than in December 2019 (307,300 vs
20 | 306,300).
10 -
0.0 - HCSA Employment (Change)
-1.0 - Job growth has been irregular. In August
gg 1 2021, the most jobs were lost (-2,100),

N .
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar and. the most were galned ( 2’900) n
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023 April 2022.

Source: Bureau of Labor Statistics, NSA, cber.co.
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Employment and Change in Colorado Employment

Accommodation and Food Services - #2

(03%%3()) _ Colorado AFS Seasonally Adjusted Employment
T t_aan kbt
270.0 -
255.0 -
240.0 - e EMplOyment === December 2019
225.0 -
210.0 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 1
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023
(000s) Month Over Month Change in Colorado NSA Employment
18.0 -
15.0 -
12.0 -
9.0
6.0 -
3.0 -
0.0 -
-3.0 -
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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Colorado AFS Employment
From January 2021 to April 2022,
employment increased at a decelerating
rate. From May through September 2022,
employment plateaued.

In October 2022, Colorado AFS
employment surpassed the December
2019 total (red dotted line). After solid
growth in Q4 2022, employment
plateaued again.

AFS Employment (Change)
After April 2022, growth in the sector has
been weak, except for Q4 2022 (blue
rectangle).
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Employment and Change in Colorado Employment
Professional, Scientific, and Technical Services - #3

(02%%?) _ Colorado Seasonally Adjusted PST Employment
280.0 - ==Employment === December 2019 e Colorado PST Employment
270.0 - In October 2020, PST employment
260.0 - surpassed the December 2019 total (red
250.0 - dotted line). Between December 2021
R R and April 2022 there was strong,
230.0 sustained growth. In May 2022, the slope

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar of the line became flatter, i.e., there was
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023 slower employment growth.

(000s) Month Over Month Change in Colorado NSA Employment PST Employment (Change)
28 During the eleven months from May 2022
40 - to December 2022, PST experienced
30 - solid job growth (blue rectangle). There
20 - has been weak job growth in 2023.
1.0 -
0.0 -

-1.0 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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Employment and Change in Colorado Employment
Retail Trade - #4

(0207%% _ Colorado Seasonally Adjusted Retail Trade Employment
276.0 - === Employment === December 2019 Colorado Retail Trade Employment
5740 In December 2019, retail trade
employment was 271,800 (red dotted
272.0 - line). It has fluctuated above and below
270.0 1 the December 2019 value and dropped

268.0 — e — below it in March 2023.

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Retail Trade Employment (Change)

(000s) Month Over Month Change in Colorado NSA Employment There was a decline in retail trade
(1)2 employment during the eleven months
04 - from May 2022 to March 2023. Jobs were
00 - not added in six months, including the
-0.4 - first three months of 2023.
-0.8 -
1.2 -
-1.6 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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Employment and Change in Colorado Employment
Local Government - #5

(000s)

274.0
272.0
270.0
268.0
266.0
264.0
262.0
260.0
258.0

Colorado Seasonally Adjusted Local Government Employment

Local Government Employment
= Employment === December 2019 /\// The sector includes public school
— teachers and local government workers.
Local government employment has
28 increased at a slow but steady pace;

254.0 — e however, it has not returned to the

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar December 2019 level (red dotted |ine)_
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Month Over Month Change in Colorado NSA Employment

(06088) Local Government Employment
48 (Change)

g-g ] Since January 2021, there were only four
(1) % 1 months when employment declined.

1.2 -

24 -

-3.6 -

48 -

-6.0 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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Employment and Change in Colorado Employment
Construction - #6

(000s)

188.0 -
186.0 -
184.0 -
182.0 -
180.0 -
178.0 -
176.0 -

174.0

(000s)
30 -
2.0
1.0
0.0
1.0
20 -
30 -

Colorado Seasonally Adjusted Construction Employment

e EMployment === December 2019

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022

Month Over Month Change in Colorado Construction Employment

Nov

Mar

40 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022

Source: Bureau of Labor Statistics, cber.co.

Colora
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Jan
2022 2023 2023
Nov Jan Mar
2022 2023 2023

Construction Employment
In December 2019, construction
employment was 180,600 (red dotted line).
Construction employment reached that level
in January 2022.

From June 2021 until October 2022
construction employment increased by
about 10,000.

Construction Employment (Change)
Like other industries there was a spike in
April 2022. There was weak growth between
May and October 2022 (blue rectangle).
Construction employment declined for five
consecutive months from November 2022
through March 2023. As a result,
construction employment is again below the
pre-pandemic level.
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Employment and Change in Colorado Employment
Financial Activities - #7

(01%%3()) ) Colorado Seasonally Adjusted FA Employment
186.0 - === Employment === December 2019 Colorado FA Employment
184.0 - Financial activity employment increased
182.0 - from January 2021 to April 2022. It topped
180.0 -
178.0 the December 2019 employment level (red
176.0 - dotted line) in February 2021.
174.0 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 1
Jan. Mar  May  Jul Sep  Nov Jan  Mar May Jul  Sep Nov Jan  Mar FA Employment (Change)
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023 Eipanaiol activities have increased in only
: two of the last eleven months, from
(000s) Month Over Month Change in Colorado FA Employment November 2022 through Mar(;h 2023 (blue
20 -

rectangle). As a result, FA employment is

(1) g W below the December 2019 total.
1.0 -

20 -
3.0 -
40 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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Employment and Change in Colorado Employment
Administrative Services - #8

(01%33()) _ Colorado Seasonally Adjusted Administrative Services Employment
L T e — Administrative Services Employment
160.0 - In December 2019, administrative services
158.0 1 employment was 162,900. It has not
196.0 - turned to that level
1540 returned to that level.
152.0 - e EMplOyment === December 2019
150.0 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 1
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023 Administrative Services Employment
(000s) Month Over Month Change in Colorado Administrative Services Employment There was stron (gr:a;:, gzent cowth
20 g empioy g

between January 2021 and April 2022.

20 -
10 '. B . - I . l - l l - The industry added jobs in only four of the
0.0 1 " last eleven months, from May 2022 through

;g - March 2023 (blue rectangle).

-3.0 -

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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Employment and Change in Colorado Employment
Manufacturing - #9

(01%%3()) _ Colorado Seasonally Adjusted Manufacturing Employment
1540 - Manufacturing Employment
1520 - In November 2021, manufacturing

IR Y ettt employment returned to the December 2019
1500 - level (red dotted line).
1480 - e Employment === December 2019
146.0 e EMployment increased every month from
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar January 2021 to August 2022.
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023
Month Over Month Change in Colorado Manufacturing Employment )

(000s) Manufacturing Employment (Change)
1:(2) ] In seven of the last eleven months, from
08 - May 2022 through March 2023, (blue
8:2 ] rectangle) manufacturing employment
02 - increased.

0.0 - L

-0.2 -

-04 -

-0.6

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2021 2021 2021 2021 2021 2021 2022 2022 2022 2022 2022 2022 2023 2023

Source: Bureau of Labor Statistics, cber.co.
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U.S. Inflation

CPI vs. Producer Price Index (Final Demand)

Inflation — CPI vs. PPl Rate

12.0% -
11.0% - ) ) :
The Consumer Price Index (CPI) is an aggregate of prices paid by In December 2022, the YOY CPI rate (red) was 6.4%, and the PPI
10.0% - | urban consumers for a typical basket of goods. The Core CPI Final Demand rate (green) was 6.5%. The March CPI rate was
|| excludes food and energy because they may have very volatile .

9.0% | Drices. The Producer Price Index (PP) measures the average 5.0%, and the Final Demand PPl rate was 2.8%. The CPI peaked at
8.0% - | change over time in the selling prices received by domestic 9.0% in June 2022, and the PPI peaked at 11.7% in March 2022. It
7 0% producers for their output. is encouraging that the PPl is declining faster than the CPI.

J7/0 7
6.0% -

Both the CPI and PPl increased after the

9 R —— Final Demand PP|
50% - 2007-2008 Global Financial Crisis. The naleman

—CPI

4.0% - volatility of the GFC is much less than that
3.0% - associated with the COVID recession.
2.0% -
1.0% -
0.0% ! AV
1.0% - W V
-2.0% -
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Bureau of Labor Statistics, PP Commaodity Data, Final Demand SA; CPI All ltems City Average SA, cher.co.
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U.S. Inflation

CPl vs. Core Inflation

Inflation — CPI vs. Core Inflation Rate

10.0% -
9.0% 1| The Consumer Price Index (CPI) is an aggregate of In December 2022, the YOY CPI rate (red) was 6.4%. The CP! rate
prices paid by urban consumers for a typical basket 0/ i 0
8.0% | | of goods. The Core CPl excludes food and eneray peaked at 9.0% in June. In March, the rate had dropped to 5.0%.
because they may have very volatile prices. _ _ _ .
7.0% - Core inflation (blue) peaked at 6.7% in September and declined to
5.0% 5.7% in December. In March, it was 5.6%. The core rate is declining
o more slowly than the overall CP!.
5.0% -
——Core Inflation
3.0% -
20% - w A, \ A AN \ _ M‘w
1.0% - ' v
0.0% v~
-1.0% -
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Bureau of Labor Statistics, Core Inflation is the CPI less food and energy; CPI All Items City Average SA, cher.co.
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Inflation
Denver-Aurora-Lakewood

Consumer Purchasing Index for Denver-Aurora-Lakewood and the U.S.

Half1  Half2  Annual 22 '\ggg‘
Colorado CPI 8.6% 7.5% 8.0% 5.7%
Alcoholic Beverages 4.2% 6.8% 55% 57%
Apparel 4.2% 2.2% 3.2% 3.3%
Dairy 6.4% 15.0% 10.6% 12.5%
Food and Beverage 88%  10.9% 9.9% 9.4%
Food at Home 9.0% 13.2% 1.1% 10.0%
Food Away From Home  9.5% 8.7% 9.1% 9.5%
Fruits and Vegetables 5.1% 11.5% 8.3% 14.1%
Household Energy 124%  12.3% 12.3% 57%
Household Furnishings 9.6% 8.6% 8.1% 4.1%

The Colorado inflation rate was 8.0% for 2022, and core
inflation (CPI less food and energy) was 7.1%. Most categories
have declined, but housing, household energy, and food costs
have been persistently high.

Source: BLS, NSA only, cber.co.
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Half1  Half2 Annual ‘22 l\gng%h
Colorado Core CPI 1.4% 68% 7.1% 5.6%
Housing 6.9% 84%  7.6% 7.7%
Meats, Poultry, Fish, Eggs  14.5% 10.8% 12.6% 5.9%
Medical 101% 94% 9.7% -0.7%
Motor Fuel 384% 72% 211%  -1.7%
Non-Alcoholic Beverage 75% 141% 108%  16.0%
Recreation 6.1% 35%  4T7% 5.3%
School Fees/Childcare 03% 1.0% 03% 4.0%
Transportation 19.3% 6.8% 127%  4.0%
Used Vehicles 286% 39% 151% -11.5%

The BLS produces the Colorado CPI bi-monthly. It
increased 5.7% in March, and core inflation was up
5.6%, compared to the U.S. CPI of 5.0% and the U.S.
core rate of 5.6%. These rates decreased over the
past year but are much higher than in 2021.
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U.S. Personal Savings Rate
Percentage of Disposable Personal Income

Rate

35%
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Source: BEA, FRED, cber.co.
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Recessions

Personal Savings Rate

Personal Savings Rate

—= = =Current Rate

1980

1983
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1989

1992

1995

1998

2001

2004

2007

2010

2013

2016

2019

2022

Personal Savings

The personal savings rate jettisoned to a
monthly high of 33.8% in the early stages of
the pandemic. It fell to 13.0% in November
2020, then rose to 26.3% in March 2021. In
September 2022, the personal savings rate
was 3.0%. The February rate increased to
4.6%, and savings were $915.8 billion,

down from $6.4 trillion in April 2020.

Year End Personal Savings

2017
2018
2019
2020
2021
2022

(Billions) and Rate

$948.5 6.3%
$15119  94%
$1,3813  8.3%
$2,402.8  13.8%
$1,372.3  7.5%

$858.2 4.5%

Source: BEA, cber.co
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U.S. Consumer Credit Outstanding

§ Trillions Consumer Credit Owned and Securitized and Outstanding % Change Consumer Credit
$5.20 - 15.0% From Q3 2008 to Q4 2010, consumers
' Recessions —— Consumer Credit YOY Percent Change ' deleveraged and decreased the amount of
outstanding consumer credit (including consumer
$4.60 - - 12.0% defaults on loans). The amount of credit

authorized increased in 2018 and 2019 and
declined in 2020 as consumers reduced

$4.00 - 9.0% expenditures and paid off debt during the
pandemic (blue). In January 2022, the YOY rate
of consumer debt increased by 6.0% (green). In

$340 - - 6.0%  February 2023, debt increased by 7.6%.
$2.80 - 3.0% Outstanding Credit (Billions)
~—__ and Percent Change
2017 $3,8308  5.3%
$2.20 - - 0.0% 2018 $4,0070  4.5%
This data includes outstanding credit extended to 2019 $4,192.2 4.6%
individuals for household, family, and other personal 20
$1.60 - expenditures, excluding loans secured by real estate. | -3-0% 2020 $4,184.9 0'30/0
Total consumer credit comprises two major 2021 $4,431.9 5.9%
types: revolving and nonrevolving. 2022 $4,7808  7.9%

$1.00 -6.0% Source: FRED, G-19, cber.co

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
Source: FRED, Federal Reserve, G.19, SA.

Colorado-based Business and Economic Research https:cber.co 30



U.S. Retail Sales: Retail Trade
Monthly

Millions U.S. Retail Sales: Retail Trade

2 _
$620,000 Retail Trade Sales

$600,000 - /\ YOY retail sales through
— February 2023 (orange) were
$580,000 - / 5.0% greater than the prior year

$560,000 - (purple).
$540,000 - The estimated YOY growth rate
for March will be less than
$520,000 - 2.0%.
$500,000 - Annual Retail Sales (Trillions)
| 2017 $4.21 4.4%
$480,000 2018 $4.38 4.2%
)
$460,000 - 2021 ——2022 =——2023 Retail Trade - Retail trade businesses typically sell merchandise to the general public for gg;g ijgg g;;’
personal or household consumption, but some also serve business and institutional clients. : : 0°
$440,000 - In addition, some store retailers also provide after-sales services, such as repair and 2021 $5.47 18.1%
installation. 2022 $5.92 8.1%
$420,000 \ \ \ \ \ T ‘ Source: Census, cber.co
January  February  March April May June July August  September October November December

Source: U.S. Census Bureau, cher.co. Note: Not adjusted for inflation.
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U.S. Auto and Light Truck (ALT) Sales

Monthly (Seasonally Adjusted Annualized Rate in Millions)

Annualized

Rate Millions United States Number of Auto and Light Trucks Sold ALT Sales SAAR =
290 - Sales peaked at 18.3 million in April 2021
' and dropped to 12.3 million in
September. Sales in 2022 were
20.0 - lackluster. January 2023 sales were 16.0
million, with declines in February and
180 - March.
16.0 ALT Unit Sales
' Year  Units Sold (Millions)
2015 174
14.0 - 2016 175
2017 17.2
12.0 - 2018 17.2
2019 17.0
2020 14.5
10.0 - Low Points 2021 14.9
Feb. 2009 9.0 million  April 2020 8.6 million 2022 138
8.0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: FRED, BEA, Seasonally Adjusted Annualized Rates (SAAR), cber.co.
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Standard and Poor’s 500 Index

S8?I§i‘|5y00 Standard and Poor’s 500 Index
5,200 - COVID-19 Policies - 2020
4800 - S&P Annual Change February 19, 2020 3,386

’ 2022 | A50% March 23,2020 2,237 change -34% to 1,148
4400 2021 | 269% August 18,2020 3,386 bear market was 149 days
4,000 - 2020 16.3% 2020 change was +16.3%

1 2019 29.8%

2233 | 2018 -6.2% Year-End 2021 Bull Market

’ 2017 19.4% For most of 2021 — steady growth
2,800 - 2016 9.5% December 31, 2021 4,766, the 2121 change was

2400 - 2015 -0.7% +26.9%.
2,000 2022 Bear Market
1600 - December 31, 2022 3,839.5, change -15.0%
1,200 -
800 - 2023
400 4 March, 24, 2023 3,839.5, change 7.7%
0

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: FRED, S&P 500, cber.co.
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Case Shiller Home Price Index
YOY National vs. Denver Rate of Change

YOY
Percent
Change

24%
20%
16%
12%
8%
4%
0%
-4%
-8%
-12%
-16%

S&P CoreLogic Case Shiller Home Price Index

Recessions

U.S. (National) vs. Denver Rate of Change

—United States (National) ~——Denver

2000

2002

2004

Source: S&P Case Shiller, cber.co.

2006

2008

The Case Shiller Home Price Index is a combination of indices. It measures
changes in the prices of single-family detached_homes. It compares sale
prices of the same properties over time. New construction and condos are
excluded.

2010

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

2012 2014 2016 2018 2020 2022

Change in S&P CorelLogic Case
Shiller Index

In 2019, the housing market

favored buyers, and the U.S. YOY

appreciation rate was about 4.0%.

In the summer of 2020, the
market began to favor sellers. In
August 2021, YOY appreciation
for Colorado and the U.S. peaked
above 20.0%.

In December 2022, the YOY
appreciation for the U.S. was
9.8% (blue) and 3.5% (red) for
Denver. In January, the U.S. was
3.8%, and Denver was 1.1%.
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ISM Purchasing Managers Composite Indices
Manufacturing vs. Services

ISM Manufacturing PMI vs. Services PMI Composite Indices

" —— ISM Manufacturing Index Manufacturing and Services PMI
65 | —ISM Services Index The ISM manufacturing index_ (blue)
— Neutral trended downward after peaking at
64.7 in March 2021. It dropped below
60 - n J\ ’\ \V/ 50 and has been there for five months.
55 { ’ <l /7 W The service index has trended
X7 W/ downward since November 2021. It fell
50 - N\ o — \/ VAR \J\} —| Dbelow 50 in December 2022 but
\\ returned to expansionary territory in
45 - January and February 2023. In March,
u it was barely in expansionary mode.

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

35 neutral.

30 T 1 T T T T T T T 1T T+ T 1T T 1T+ 11T T 17171 Tr17 111717177 17" 7T 7T T T T 1T T T T T T T T T T T T T T T T T T T
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2002

Source: Institute of Supply Management, cber.co
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NFIB Small Business Optimism Index
United States

1984=100

116

112

108

104

100
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92

88

84

80

NFIB Small Business Optimism Index

Recessions NFIB - — =Current Value =~ -+ Index Average

1986 1988

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Source: NFIB, cber.co.
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NFIB Small Business Index
In March 2023, the NFIB index was
90.1, well below the 49-year average
of 98.0 (purple dotted line).

Tighter credit and the debt ceiling
debate are now concerns for small
business owners. Business conditions
are poor, and the prospects for sales
are at recessionary levels. Small
businesses continue to be concerned
about the ongoing labor shortage and
how to move forward in a market that
many believe is headed into a
recession; however, they do not know
when it will happen.

The NFIB monthly SBET report
provides insight into the challenges of
being a small business owner in this
economy. https://www.nfib.com/. 37
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New Privately-Owned Housing Units Started
United States

New Privately Owned Housing Units Started
Units

Thousands Recessions = = =Current Value

2,400 -

2,000

1,600

1,200

800

400

0

1986 1988 1990 1992 1994 1996 1998

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

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
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New Privately Owned Housing
Units Started
The number of housing starts has
trended downward since April 2022.

Inflation, increased interest rates,
and other headwinds have caused
reduced demand.

On a positive note, there was an

uptick in February 2023; however,
the March total was slightly lower.
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Colorado Retail Sales

Monthly
Millions Colorado Retail Sales (Monthly)
$36,000 - _

Colorado Retail Sales
$34,000 - Retail sales for 2022 (red) were
$32,000 - 11.8% greater than in 2021
$30.000 (turquoise). Sales increased at a

’ decelerating rate starting in April
$28,000 - 2022. Consumers have begun
$26,000 - changing their shopping patterns.
$24,000 - —2020  Sales for the first two months of
$22.000 - — o021 2023 are about 4.0% greater

than 2022.
$20,000 - —2022
$18.000 - 2023 Annual Retail Sales (Billions)

’ 2017 $194.6 5.4%

$16,000 - 2018 $206.2 5.9%
2019 $224.6 9.0%

$14,000 - 2020  $2288  19%
$12,000 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ 2021 $268.3 17.3%
January February  March April May June July August September October November December 2022 $299.9 11.8%

Source: Colorado Department of Revenue, https://cdor.colorado.goviretail-sales-reports, cber.co. Note: Not adjusted for inflation.
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Colorado Residential Building Permits

Units
Units Colorado Building Permits (Monthly) Annual Building Permits
Year  Single Family Multi-Family
6,500 2000 38,588 16,008
6.000 Multifamily The YOQY total number of single-family permits changed by -46.4% in the first two 2001 36,437 18,570
’ Single Family ~ months of 2023. The number of multi-family permits changed by -9.2% compared to the gggg ggggi 12%2
5,500 prior year. There were more than 125,000 MF units authorized between 2016 and 2022. 2004 40’753 2’7 46
5,000 2005 40,018 5,732
4,500 2006 30,365 7,978
2007 20,516 8,938
4,000 2008 11,147 7,851
3500 2009 7.261 2,094
’ 2010 8,790 2,801
3,000 2011 8,729 4,779
2012 12,618 10,684
2,500 2013 15,773 11,745
2,000 2014 17,100 11,591
2015 20,025 11,846
1,500 2016 21577 17.397
1,000 2017 24,338 16,335
2018 26,134 16,493
500 2019 24756 13,877
0 2020 26,636 13,833
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2021 30,246 26278

Source: TAMU Real Estate Center, U.S. Census Bureau, cber.co.
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Denver International Airport Passengers

Monthly
Passengers DIA Passengers (Monthly)
7,200,000 -
DIA Passengers
6,600,000 - The number of DIA passengers
6.000.000 during 2022 (red) was slightly
above the YTD total for 2019
5/400,000 - (green) but significantly above the
4,800,000 - total for 2021 (blue). The 2022
k was 6.5 million ngers in
4200000 peak was 6.5 million passengers
October, a record for that month.
3,600,000 -
3.000,000 - In addition, 2.1 million passengers
passed through the Colorado
2,400,000 - Springs airport in 2022.
1,800,000 - Year Passengers % Change
1,200,000 - 2022 69,286,461 17.8%
—2019 2020 ——2021 ===?2022 2021 58,828,552 74.4%
600,000 - 2020 33,741,129 -51.3%
0 | | | | | | | 2019 69,015,703 7.0%
January February  March April May June July August  September October November December 2018 64,494,613 5.1%
2017 61,379,396 5.3%
Source: flydenver.com, cher.co. 2016 58,266,515 7.9%
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Colorado Economic Forecast 2023

In 2023, the Colorado real GDP
growth rate will be 1.5% compared
to 0.7% for the U.S.

Colorado’s job growth in 2003 will
be more volatile and much weaker
than in 2022.

Retail sales for 2023 will increase
slower than during the past two
years.

Colorado businesses will continue
to face headwinds from increased
inflation, interest rate hikes, labor
shortages, the debt ceiling debate,
and tightening credit. It will be
2024 before inflation returns to the
Federal Reserve target rate.

Colorado Economic Forecast

Real GDP Value (billions) (chained 2012)
% Change Real GDP

CES Employment (thousands)
Annual Change (thousands)
% Change

Unemployment Rate

Retail Sales (billions)
% Change

Consumer Price Index (CPI)

DIA Passengers (millions)

Single Family Permits
Multi-family Permits

Oil Production (thousands) barrels

2020
$353.35
-1.4%

2,652.7
-137.4
-4.9%
6.8%

$228.8
1.9%

272.2
2.0%

33.0

26,636
13,833

172,000

2021
$373.76
5.8%

2,750.9
98.2
3.7%
5.4%

$268.3
17.3%

281.8
3.5%

59.0

30,246
26,278

142,000

2022
$385.8
3.2%

2,862.3
114
4.0%
3.0%

$308.7
12.8%

304.3
8.0%

69.0

24,000
25,000

146,000

2023
$391.6
1.5%

2,886.3
24.0
0.8%
3.3%

$319.5
3.5%

3174
4.3%

72.0

22,000
22,000

145,000
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The number of DIA passengers in
2022 will remain strong in 2023.
The airport should top 72 million
passengers in 2023. In addition,
there will be solid passenger traffic
at the Colorado Springs airport.

The total number of 2023 building
permits will be less than in 2022.
Multi-family permits will be popular.
Higher input costs, rising prices,
and interest rate hikes have
negatively impacted construction,
home sales, and financial services.

Crude oil production declined in
2021 because of state regulations
and reduced demand. Production
increased in 2022 and will post a
slight decline in 2023.
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This analysis is for informational purposes only. Any opinions or interpretations of data are
those of the presenter. As such, they do not represent the viewpoints of any group or
particular organization.

For further information contact Colorado-based Business and Economic Research (cber.co).
©Copyright 2023 by cber.co.

Data contained in the tables, charts, and text of this presentation is from sources in the public
domain. With appropriate credit, it may be reproduced and shared without permission.
Please reference, “Colorado-based Business and Economic Research” (cber.co). Additional
presentations are available at https://cber.co.

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