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This marks the inaugural issue of the Southern Colorado Economic Forum’s Quarterly Updates and
Estimates (QUE).  QUE will be published approximately the first week in April, July and January.  In
October, we publish the annual Southern Colorado Economic Forum.  QUE will primarily report and
analyze timely economic issues in the local economy, the Colorado Springs Metropolitan Statistical
Area.  Where appropriate, local data are analyzed along with comparable state and national economic
data and trends.  In most cases, national and state level data are reported on a seasonally adjusted.
The Southern Colorado Economic Forum seasonally adjusts the data, where appropriate, with the
same procedures used by the Federal Government.  This enables unbiased comparisons and analysis
between Colorado Springs and state and/or national data.

QUE will report on a series of economic indicators developed by the Southern Colorado Economic
Forum.  Two new indicators being reported for the first time are the Colorado Springs Business Condi-
tions Index (BCI) and the Information Technology Index (ITI).   These are explained in more detail below.

Introduction

Update on the Economy

The Colorado Springs economy is slowly recov-
ering from the short recession that began late last
year.  Major indicators for our region systemically
point to a bottoming out last December-January.
The slow pace of the national recovery has
contributed to a slower rebound in the local
economy.  Some of our indicators suggest that
the Colorado Springs economy and Colorado in
general will lag the national recovery.  Stay tuned!

Two new measures of our local economy are
Lodging and Auto Rental Taxes (LART) and the
Business Conditions Index (BCI).

 Business Conditions Index.  QUE has devel-
oped a Business Conditions Index (BCI) for the
Colorado Springs Economy.  It is anticipated that
BCI will prove to be a leading economic indicator
for the Colorado Springs economy.  The Busi-
ness Conditions Index (BCI) is currently con-
structed as an equally-weighted geometric mean
of six economicseries:

· Single-family housing permits in El Paso
County
· Colorado Springs sales and use tax
collections
· New car sales in El Paso County

· Employment rate in El Paso County
· Colorado purchasing managers index
· National consumer sentiment index

All measures are seasonally adjusted except for
consumer sentiment.  A three-month moving
average of the series is indexed around March
2001, the month the national economy peaked.  A
geometric average of these indices is used to
illustrate trends in the local economy.

Given the available data, it appears the Colorado
Springs economy peaked around October 2000
with a value of 105.97.  The BCI began a steady
decline through July-August 2001.  Initially, it
appeared the local economy would reverse its
downward trend at this point.  The national eco-
nomic indicators echoed a similar pattern.  Unfor-
tunately, the events of September 11 reversed a
slight up-trend and further aggravated an ailing
economy.  The BCI continued to drop and ap-
pears to have bottomed in November 2001 at a
value of 91.73.  By January-February of this year,
BCI’s emerging trend indicated our economy was
recovering.  The trend continues today.
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During the recent downturn and recovery, BCI
correctly pointed to both turns in the economy.
BCI will be monitored in the future and enhanced
with the inclusion of additional local economic
measures.

Tourism.  Another important economic segment
of the local economy is tourism.  Based on
reported sales tax collections for lodging and auto
rentals (LART) in Colorado Springs, tourism
peaked in December 2000.  LART followed a
downward trend through most of 2001.  After
correcting for seasonality, it appears LART
bottomed in November 2001.  Since then, this
sector has demonstrated an upward trend but is
still 8.5% below year ago levels – April 2002 vs.
April 2001.

Three factors may hurt the region’s tourism
industry this year:

· A weak national economy
· The Colorado drought and fires
· Aversion to travel caused by last year’s
terrorist attacks.

Tourist expenditures are discretionary in nature.
People may not spend money on tourist activities
if their personal financial reserves were depleted
during the downturn.  Fire dangers and drought
concerns have reduced access to Colorado
forest areas which is after all, one of the reasons

Colorado Springs Business Conditions Index
(BCI: March 2001 = 100)

Colorado Springs Lodging & Rental Tax (LART)
Three Month Moving Average
Seasonally Adjusted (March 2001=100)

Single-Family Permits.  Single-Family Build
ing permits declined dramatically after September
11.  The decline continued until December 2001.

An identifiable upward trend was visible by March
2002.  Exceptionally strong permit activity in April
and May added further support for the premise the
Colorado Springs economy was no longer in a
downturn.  At the current rate, single-family
homes are expected to total approximately 4,200-
4,400 units for 2002.  This would be a decline of
approximately 20% from last year’s torrid level of
activity.

people visit our state.  The concerns are likely to
outweigh curiosity.  Tourism activity will most
likely finish 2002 below the totals for 2001.

Single-family construction is not uniformly strong.
Homes that finish in the $175,000 to $250,000 are
doing well.  Resistance increases quickly for
homes with prices of $300,000 and up.  Permit
numbers, square footage, permit value and the
Housing Amenity/Price Index (HAPI) are summa-
rized in Table 1.  The HAPI is an unweighted
geometric index of permit value, square footage,
and construction cost per square foot indexed to
their respective averages.
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The areas of Powers (Constitution to Woodman),
North Academy (Austin Bluffs to Woodman),
Falcon and Briargate lay claim to 52.37% of all
single-family permits in the region.

Excluding areas with fewer than five permits, the
largest homes are being built in Black Forest,
Rockrimmon, Elbert, Gleneagle and Monument.
Based on permit value, the most expensive
homes are being built in Black Forest,
Rockrimmon, Old Colorado City/Mesa, South-
west and Manitou.  The three least expensive
areas are Security-Widefield, Yoder and the
Southeast.

Office space is strong in downtown and the west
side.  All other areas are weak.  Industrial space
is higher than average in the East, Northeast and
Northwest areas.  Retail vacancies are generally
low except in the Southeast and Southwest.

National Good News.  The technology industry
plays a significant role in Colorado Springs.  Local
data on key measures do not exist.  However,
national data on inventory levels, new orders,
value of shipments and back orders provide
reasonable indicators of activity in this important
component of our local economy.  These mea-
sures were combined into a geometric index
(March 2001 = 100).  The Information Technology
Index (ITI) pointed to the downturn in technology
before industry outsiders were aware of the
developing trend.  ITI has increased every month
since September and suggests an imminent
improvement in this important sector of the local
economy.  Technology appears to be poised for a
recovery although it is too soon to say precisely
when the local technology sector will join the
recovery. Our favorable outlook will be somewhat
dampened as the fallout from the Worldcom
accounting scandal is better understood.  A large
scale lay-off at the local Worldcom operations
would greatly undermine a local technology
recovery.

Single Family Permits in El Paso County
Seasonally Adjusted

Multifamily and Commercial.  Multifamily
housing occupancy and new construction are
soft.  Vacancies averaged 8.9% in the first quarter.
The Northeast and Northwest areas had vacan-
cies in the 10-14% range.  Despite
this softness, average rents are $31 more per
month.  The only area with a lower average rent is
the Northeast ($654 in 2002 vs. $685 in 2001).
During the first quarter, commercial rent activity
was slow.

Market Vacancy Rent (sq. ft.
triple net)

Office 12.1% 12.29nnn
Industrial   7.8%   8.06nnn
Retail   7.5% 11.00nnn

Information Technology Index
(ITI: March 2001=100)
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In addition to ITI, several macro indicators point to
an economic recovery.  These include:

. Capacity utilization (up 1.5%)
· Consumer sentiment (up 9.1%)
· Industrial production (up 1.9%)
· Inventory/sales ratio (down 2.9%)
· Purchasing managers index (up 15.8%)

The percentage change is since December.  A
declining (-2.9%) Inventory/sale ratio suggests
business will have to increase inventory levels
soon if it is to have merchandise to sell.  It is in
this context the indicator is seen as holding the
expectations of recovery.  Together with the
increase in the purchasing managers index (up
15.8%), we can expect to see increases in
business orders in the future.

Concerns about oil prices, unemployment, terror-
ist threats and actions, and the need to restore
confidence in financial reporting and the stock
market are contributing factors keeping the
national economy from recovering more quickly.
However, barring a severe terrorist attack, these
are not expected to overshadow the current
recovery phase of the economy.  The Colorado
and Colorado Springs economy will lag the
national recovery because of the slow recovery in
technology and telecommunications.  Further, the
tourist industry will suffer because of the drought
and the negative effects of national news cover-
age of the Colorado forest fires.

Expectations

Economists are generally predicting a slow
recovery from recession.  The local area
economy will recover slowly over the next several
months and into 2003.  We anticiapte the recov-
ery in Colorado and El Paso county will take
longer than the U.S. recovery.

National   2002 2003
GDP (growth)   2.7%  3.4%
Inflation (change)   2.2%  2.5%
Crude Oil (bbl)  $24.5          $23.50
Unemployment (rate)  5.8%  5.5%
Medical/Benefits (change) 20-50%

Quarterly Updates and Estimates is a publication of
The Southern Colorado Economic Forum

University of Colorado at Colorado Springs
College of Business and Administration

1420 Austin Bluffs Parkway
PO Box 7150

Colorado Springs, CO 80933-7150

Dean: Joe Rallo, Ph.D.
Faculty Director of Connections: Tom Zwirlein, Ph.D.

Forum Economist: Fred Crowley, Ph.D.

Questions and comments are invited.  Please direct them
to:

Tom Zwirlein: (719) 262-3241 - tzwirlei@uccs.edu
or

Fred Crowley:  (719) 262-3531 - fcrowley@uccs.edu

                             Forum Partners
                  First Business Brokers, LTD.
                     LaPlata Investments,LLC
                                Vista Bank
                   Fittje Brothers Printing
                            BiggsKofford
                        ADD STAFF, Inc.
          Van Gilder Insurance Corporation
              Skotty Consulting Group, Inc.
                       The Mail Room, Inc.
       Colorado Classic Furniture and Design
                        Front Range Solutions

The Southern Colorado Economic Forum is just
around the corner.  This year’s event will be held
on October 16, 2002 at the Antlers Adam’s Mark
Hotel.  Registration is $25.00 per attendee.
Groups rates and sponsorships are available.
Contact Kassandra Flanagan at 262-3433 for
registration  information and Richard Blair at 262-
3524 for sponsorship opportunities.
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Table 1: Single Family Permit Activity in El Paso County (1/1/02 through 6/18/02)
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/ytinemA
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xednI

60108 treblE 71 580,4 746,531 10.1

23108 tnemunoM 031 330,4 807,461 51.1

33108 ekaLremlaP 1 247,3 000,081 22.1

80808 nahlaC 81 483,2 719,411 09.0

90808 edacsaC 1 447,2 000,021 39.0

71808 niatnuoF 021 761,2 572,97 17.0

91808 kraPatipihC 1 921,5 000,002 13.1

92808 uotinaM 6 838,1 766,591 92.1

13808 noclaF 871 983,3 597,69 18.0

23808 hamaR 2 426,1 000,501 58.0

33808 hsuR 3 772,2 766,46 26.0

46808 redoY 9 408,1 655,67 96.0

30908 nwotnwoD 2 774,2 000,501 58.0

40908 aseM/ytiCodaroloCdlO 82 657,3 985,032 44.1

60908 tsewhtuoS 68 451,3 766,722 34.1

80908 tseroFkcalB 25 699,4 972,852 55.1

90908 EN/EeroC 2 223,2 000,09 77.0

01908 WSeroC 21 218,1 807,34 74.0

11908 dleifdiW/ytiruceS 68 964,2 065,47 86.0

51908 tsaE/noitutitsnoC 86 462,2 301,48 37.0

61908 nosreteP 321 683,2 526,38 37.0

71908 eerferaC 15 039,2 134,79 18.0

81919 nemdooW/sffulBnitsuA 313 742,3 480,121 49.0

91908 nommirkcoR 32 201,4 088,632 64.1

02908 etagrairB 441 755,3 798,231 00.1

12908 elgaenelG 001 550,4 642,321 59.0

22908 -dooW/noitutitsnoC/srewoP
nam 864 988,2 390,09 77.0

52908 tsaE-dleifediW/ytiruceS 63 158,2 111,79 18.0

62908 nosraC.tFfotseW 2 755,4 005,613 87.1

82908 tsaehtuoS 31 128,1 835,77 96.0

92908 tsaE 3 514,3 761,021 39.0

03908 reveirhcS 4 267,4 000,052 25.1

80018 olbeuP 4 977,1 057,34 74.0
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tnemitneSremusnoC 6.29 4.29 5.19 8.18 7.28 9.38 8.88 0.39 7.09 7.59 0.39 9.69 %3.5

)001=48-2891(U-IPC 8.771 3.771 4.771 1.871 6.771 5.771 3.771 6.771 871 6.871 5.971 an %2.1

)%(etaRtnuocsiD 74.3 52.3 61.3 77.2 20.2 85.1 33.1 52.1 52.1 52.1 52.1 52.1 stpsisab842-

)%(lanoitnevnoCraeY03etaRegagtroM 61.7 31.7 59.6 28.6 26.6 66.6 70.7 00.7 98.6 10.7 99.6 18.6 %7.4-

)%(etaRemirP 89.6 57.6 76.6 82.6 35.5 01.5 48.4 57.4 57.4 57.4 57.4 57.4 stpsisab942-

xednIsreganaMgnisahcruP 3.44 9.34 9.74 2.64 5.93 7.44 1.84 9.94 7.45 6.55 9.35 7.55 %7.13

)snoillib(ASselaSliateR 092 092 192 582 303 592 592 592 692 692 003 792 %2.2

)001=1002raM(ASxednIygolonhceT 8.39 9.49 9.39 2.88 8.59 4.79 8.001 5.101 8.101 5.101 3.301 an %7.9

)lbbecirPtopS(liOsaxeTtseW 6.72 5.62 5.72 9.52 2.22 7.91 3.91 7.91 7.02 4.42 3.62 0.72 %7.5-

ataDodaroloC

xednIrgMgnisahcruPodaroloC 9.85 1.84 4.53 9.04 8.44 3.63 2.74 3.75 7.86 6.56 9.16 an %3.52

)s'000(ASNecroFrobaL 023,2 223,2 923,2 923,2 923,2 233,2 813,2 743,2 743,2 743,2 433,2 443,2 %9.2

)s'000(ASNtnemyolpmE 032,2 532,2 142,2 732,2 822,2 912,2 602,2 802,2 012,2 212,2 112,2 032,2 %6.0

)%(ASNetaRtnemyolpmenU 9.3 7.3 8.3 9.3 3.4 8.4 9.4 9.5 8.5 8.5 2.5 9.4 9.1pu

)%(ASetaRtnemyolpmenU 4.3 7.3 8.3 1.4 5.4 9.4 1.5 6.5 7.5 6.5 3.5 2.5 9.1pu

ataDsgnirpSodaroloC

ASxednIsnoitidnoCssenisuB 5.89 6.99 4.99 8.59 9.39 7.19 3.29 3.39 7.59 0.89 8.001 an %7.2

ASstimrePylimaFelgniS 834 854 735 193 553 273 943 243 183 653 425 044 %0.21-

)s'000(AShtnoMrofxaTesUdnaselaS 848,8 304,8 043,8 154,8 073,8 953,8 691,8 879,7 969,7 942,8 364,8 an %30.-

ASselaSraCweN 829,1 863,2 505,2 589,1 245,2 386,2 370,2 492,2 312,2 390,2 456,2 970,2 %4.0

)s'000(ASNecroFrobaL 1.762 4.662 1.762 5.662 9.862 8.962 3.962 7.272 9.172 2.172 1.962 0.172 %3.3

)s'000(ASNtnemyolpmE 2.452 0.452 3.452 0.352 1.552 5.452 2.452 4.452 0.452 4.352 1.352 1.652 %7.0

)%(ASNetaRtnemyolpmenU 8.4 7.4 8.4 1.5 1.5 7.5 6.5 7.6 6.6 5.6 0.6 5.5 0.2pu
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