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Fred Crowley - Senior Economist 
 
 
Update on the Economy 
 
Continued Expansion?  The Business Conditions Index (BCI) continued its downward trend.  The BCI stood at 
90.21 in July, down 6.7 points since April.  This suggests the local economy has slowed significantly.  Key 
weak spots in the El Paso County economy are enplanements, residential permits, new car sales and residential 
foreclosures. 

 
The Forum’s analysis of the data suggests the weak spots share a common interest.  Consumer Sentiment has 
declined on a near point for point basis as the decline in the BCI and its components.  The indexed values of the 
BCI and its components are summarized in Table 1 on page 2. 

Figure 1: Colorado Springs
Business Conditions Index (March 2001 = 100)
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The key to a change in the national and local economies appears to be consumer sentiment.  If consumer 
sentiment improves, the economy is expected to stabilize before a gradual recovery takes places in 2007. 
 
Despite the weak areas in the local economy, several positive traits are noticeable.  General sales tax collections 
are stable.  Employment gains have been steady.  Incomes in El Paso County have risen steadily.  The most 
important indicator might be the strong Colorado Purchasing Managers Index (PMI).1  The PMI is a leading 
indicator.  A PMI of 156.5 suggests Colorado manufacturers are very confident about business expectations 
over the next three to nine months.  At slight odds with the CO PMI is the national PMI.  It is positive but 
noticeably lower than the CO PMI. 
 
The timing of events through December 2006 could prove to be critical for what to expect in 2007.  Interest rate 
increases appear to be over.   Inflationary pressures appear to be easing.  The world supply of oil is again 
exceeding the world demand for oil.  September gasoline inventory levels are 214 million barrels.  This is the 
highest level for any September going back to September 1991. 
 
The Forum anticipates stable to lower interest rates in the next three to six months, reduced levels of inflation 
and lower gasoline prices will lead to an improved consumer sentiment.  In turn, this should increase economic 
activity including car sales and residential construction.  Sales tax collections should also improve.  Lower 
interest rates should reduce the number of interest-rate sensitive foreclosures.  These changes are expected to 
                                                
1 Data on the Colorado PMI are obtained from Creighton University.  The data are seasonally adjusted by the Forum. 

Table 1: BCI Components (March 2001 = 100) 
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Apr-05 87.69 122.69 96.46 147.17 97.68 95.64 72.01 98.44 104.33 97.37 100.27 
May-05 87.98 97.00 98.46 150.87 97.74 97.70 77.83 98.44 104.19 97.89 99.45 
Jun-05 85.89 107.90 101.83 162.76 98.09 96.80 81.66 127.60 104.32 98.35 104.54 
Jul-05 88.94 104.64 103.27 158.71 98.06 97.66 91.38 142.19 104.10 101.08 107.16 
Aug-05 90.87 105.74 97.34 147.90 98.17 140.00 110.00 142.19 104.48 101.33 112.15 
Sep-05 92.02 104.86 86.67 143.70 98.15 150.00 86.28 134.90 103.97 101.57 108.08 
Oct-05 89.15 86.82 85.41 146.26 98.43 99.09 81.76 116.67 104.24 98.75 99.23 
Nov-05 91.55 130.89 91.68 136.29 98.37 99.33 75.00 131.25 104.75 98.77 104.07 
Dec-05 86.43 104.07 82.00 115.00 98.47 102.60 84.00 94.79 105.25 98.45 96.59 
Jan-06 88.33 102.01 97.58 163.52 98.36 102.59 78.11 80.21 105.76 95.83 99.18 
Feb-06 90.89 94.50 95.63 168.53 98.73 105.36 86.49 72.92 107.35 96.39 99.38 
Mar-06 90.75 91.51 96.12 194.72 98.79 107.63 92.16 72.92 107.79 96.48 101.45 
Apr-06 89.66 79.66 96.21 142.79 98.89 105.34 78.02 87.50 108.05 97.00 96.92 
May-06 91.08 81.56 90.31 139.94 98.72 106.51 104.42 51.04 107.96 97.84 94.30 
Jun-06 89.77 69.21 89.90 143.72 98.66 106.21 87.15 65.63 108.66 97.84 93.51 
Jul-06 80.69 64.03 90.39 156.50 98.46 104.80 66.32 65.63 108.27 100.45 90.21 

July 2006 Compared to: 

Jun-06 -10.11% -7.49% 0.55% 8.90% -0.20% -1.33% -23.90% 0.00% -0.35% 2.67% -3.53% 
Apr-06 -10.00% -19.63% -6.05% 9.60% -0.44% -0.51% -14.99% -25.00% 0.21% 3.56% -6.92% 
Jan-06 -8.65% -37.24% -7.37% -4.29% 0.10% 2.15% -15.08% -18.18% 2.38% 4.83% -9.04% 
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take place gradually over the next three to nine months.  Significant political and/or economic shocks would 
have a negative effect on this scenario. 
 
The consumer generates approximately two-thirds of the economy’s economic activity.  The performance of the 
economy will depend on what the consumer does over the next three to nine months.  The Forum’s analysis 
indicates a key factor that influences consumer sentiment is the price of a gallon of gasoline.  The relation 
between consumer sentiment and the price of a gallon of gasoline is shown in Figure 2. 

 
Consumer sentiment and gasoline prices were found to have a significant inverse relationship.2  Since January 
2005, there appears to be an almost perfect inverse relationship between the two.  The decline in gasoline prices 
in September has seen a corresponding increase in consumer sentiment.  Consumer sentiment for September is 
approximately 4 percent higher than it was in July 2006.  Similar gains in consumer sentiment are expected in 
October. 
 
The expected improvement in the portfolio of economic indicators is expected to increase consumer sentiment.  
The Forum believes this will contribute to a gradually improved economic environment in 2007.  If the 
economic trends do not persuade the consumer to return to a normal consumption pattern, the current slowing of 
the economy is not expected to reverse itself without interest rate reductions by the Federal Reserve.
                                                
2 Correlation between consumer sentiment and gasoline prices over the period January 2002 through July 2006 was -0.33.  This is 
significant at the .01 level of confidence. 

Figure 2: Consumer Sentiment
and the Price of Gasoline
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National Expectations 
 
October 2006, marks the 59th month of expansion since the end of the recession in November 2001.  Based on 
the statistical properties of economic expansions, it is becoming increasingly difficult to extend the likelihood 
the economy will continue to grow.  This does not mean a recession is around the corner.  Based purely on the 
statistical properties of an economic expansion, there is a good likelihood the economy will continue to grow.  
Supporting this observation is the Federal Reserve Bank of Philadelphia’s Survey of Professional Forecasters.  
The results from the August 14, 2006 survey are summarized on page 5. 
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Survey of Professional Economists.  The latest expectations of professional economists from the Federal 
Reserve Bank of Philadelphia through the next five quarters are summarized below.3  

 
 Annualized Rate for 
 Q3 ‘06 Q4 ’06 Q1 ’07 Q2 ’07 Q3 ‘07 
 Real GDP growth 2.7% 2.9% 2.9% 2.7% 3.0% 
 Inflation for 3.6% 2.8% 2.7% 2.5% 2.5% 
 3-Month T-Bill 5.1% 5.2% 5.2% 5.1% 5.0% 
 10-Year T-Bond 5.1% 5.2% 5.2% 5.2% 5.2% 
 AAA Corp Bond 6.0% 6.1% 6.2% 6.2% 6.2% 
 Unemployment 4.7% 4.8% 4.8% 4.9% 4.9% 
 Industrial Production 113.7 114.6 115.6 116.5 117.2 
 Chance of decline in real 
     GDP over next 4 quarters   5.0% 10.0% 15.0% 20.0% 20.0% 

 Forum’s Misery Index 8.3 7.6 7.5 7.4 7.4 
 
In general, forecasts among economists point to slower growth and lower inflation over the next twelve months.   
T-Bill rates are expected to remain stable to a slight decrease next year.  This is a positive characteristic that is 
supported by the expectation of declining rates of inflation.  While the likelihood of a decline in the economy is 
becoming more of a concern among forecasters, it continues to remain a relatively minor consideration. 
 
Finally, the Forum assembled a forecasted “Misery Index” through the third quarter of 2007.   The Misery Index 
is defined as the rate of unemployment plus the rate of inflation.  The Misery Index is expected to decline over 
the next twelve months.  This lends further support to the Forum’s analysis that a recession is unlikely to occur 
during the next year. 
 

                                                
3 Federal Reserve Bank of Philadelphia, Survey of Professional Forecasters. 
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Mark your calendars to attend the Tenth Annual Southern Colorado Economic Forum on 
October 11, Antlers Hilton Hotel, Colorado Springs, Colorado 

 
Register online at http://www.southerncoloradoeconomicforum.com/ 

 
The Tenth Annual Southern Colorado Economic Forum will be held 
at the Antlers Hilton Hotel on October 11, 2006.  The Forum will 
provide a comprehensive economic review and key projections for the 
local economy over the next 12 to 18 months. 
 
This year the Forum will combine with the Holland & Hart Business 
Symposium.  The Forum and Business Symposium keynote speaker 
this year is James Paulsen, Wells Fargo Economist.  Tom Zwirlein 
and Fred Crowley will present results on local economic and quality 
of life indicators.  The Forum panelists this year are Pamela Shockley-
Zalabak, Chancellor at the University of Colorado at Colorado 
Springs and Brigadier General Anne Macdonald, Deputy 
Commanding General, Division West, Fort Carson.  The Holland and 
Hart Business Symposium will follow the Forum along with several 
real estate panels.  More details will follow.   
 
The Forum staff is available for contract work and analysis on issues 
affecting the local economy and the firms in the economy.  You can 
contact Tom Zwirlein at (719) 262-3241 or Fred Crowley (719) 262-
3531 for information. 
 
If you would like a presentation made to your group, contact Fred 
Crowley at (719) 262-3531 or fcrowley@uccs.edu for additional 
information and availability.  A nominal speaker fee is requested. 
 
The QUE is available for free via an electronic subscription.  If you 
would like to receive an electronic subscription to the QUE, please 
send an e-mail to fcrowley@uccs.edu and have the word 
SUBSCRIBE as the subject. 
 

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: Venkat Reddy, 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: 
Fred Crowley:  (719) 262-3531 - fcrowley@uccs.edu 
Tom Zwirlein (719) 262-3241 – tzwirlei@uccs.edu 

A special thanks to the Forum’s partners for their 
continuing financial support. 

 
Platinum Level 

Colorado Springs Business Journal 
First Business Brokers, LTD. 

Holland and Hart 
Quality Community Group 

University of Colorado at Colorado Springs 
Wells Fargo 

 
Gold Level 

Colorado Springs Utilities 
Fittje Brothers Printing  

LaPlata Investments, LLC 
The Gazette 

 
Silver Level 

Classic Companies 
Ent Federal Credit Union 

Penrose-St. Francis Health Services 
Phil Long Ford 

TelWest Communications LLC 
The Patterson Group 

Van Gilder Insurance Corporation 
 

Sustaining Level 
Academy Bank 

ADD STAFF, Inc. 
Air Academy Federal Credit Union 

Antlers Hilton Hotel 
BiggsKofford Certified Public Accountants 

Colorado Springs Credit Union 
Drexel Heritage of Colorado Springs 

Hewlett-Packard 
Key Bank 

Morgan Stanley 
Salzman Real Estate Services, LTD 

Sierra Commercial Real Estate 
Stewart Title of Colorado Springs 

The Mail Room, Inc. 
Thomason Design Center  

Transit Mix Concrete Company 
Vectra Bank 

 
Forum sponsorship is available at a number of levels 

and benefits.  Contact Tom Zwirlein at (719) 262-3241 
or tzwirlei@uccs.edu for information. 
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Table 2: Selected Economic Indicators 

National Quarterly Data 2005 Q3     2005 Q4     2006 Q1     2006 Q2     
Vs Year Ago 

level 

Banks, Charge-Off Rates % SA 0.56      0.50      0.42      0.42     -0.14 
Banks, Delinquency Loan Rates % SA 1.60      1.56      1.51      1.5     -0.10 
Employment Cost - Benefits SA 2005=100 97.57     98.34     100.80     101.50     3.93 
Employment Cost - Compensation SA 2005=100 98.12     98.73     100.80     101.60     3.48 
Retail Sales NSA (billions) 839.1     937.8     906.5     1002.2     163.1 
e-Sales NSA (billions) 19,529     20,141     24,521     24,762     5,233 
e-Sales as % of Retail Sales NSA 0.02     0.02     0.03     0.02     0.00 
GDP Real Annual % Growth (Chained) SA 3.40     3.3     5.6     2.6     -0.80 
               

National Monthly Data Sep-05 Oct-05 Nov-05 Dec-05 Jan-06 Feb-06 Mar-06 Apr-06 May-06 Jun-06 Jul-06 Aug-06 
Vs Year Ago 

level 
Capacity Utilization SA 77.80 79.10 79.60 79.70 80.90 81.10 81.30 81.80 81.70 82.50 82.70 82.40 4.00 
Car & Lt Truck Sales Annualized Millions SA 16.34 14.70 15.70 17.15 17.48 16.57 16.54 16.64 16.10 16.12 17.14 16.02 -0.73 
Consumer Sentiment (1966=100) SA 78.84 77.68 83.34 91.06 88.65 86.83 87.26 87.43 82.07 81.75 82.34 81.23 -7.14 
CPI-U 1982-84=100 SA 198.60 199.10 197.80 197.70 199.00 199.10 199.80 201.00 201.90 202.30 203.20 203.70 7.50 
Federal Funds % (Effective) 3.62 3.78 4.00 4.16 4.29 4.49 4.59 4.79 4.94 4.99 5.24 5.25 1.75 
Industrial Production (1997=100) SA 107.16 108.38 109.39 110.43 110.35 110.74 111.24 112.10 112.17 113.37 113.87 113.71 5.12 
Inventory/Sales Ratio SA 1.27 1.27 1.27 1.26 1.25 1.26 1.26 1.26 1.25 1.26 1.26 1.26 -0.01 
30 Year Conventional Mortgage % NSA 5.77 6.07 6.33 6.27 6.15 6.25 6.32 6.51 6.60 6.68 6.76 6.52 0.70 
Prime Rate NSA 6.59 6.75 7.00 7.15 7.26 7.50 7.53 7.75 7.93 8.02 8.25 8.25 1.81 
Purch Mgr Index SA 58.00 58.10 57.30 55.60 54.80 56.70 55.20 57.30 54.40 53.80 54.70 54.50 1.00 
Retail & Food Service Sales SA (billions) 346.55 347.44 349.63 351.07 361.74 358.68 361.19 363.61 364.34 362.44 367.35 368.23 23.12 
S&P500 1,228.8 1,207.0 1,249.5 1,248.3 1,280.1 1,280.7 1,294.9 1,310.6 1,270.1 1,270.2 1,276.7 1,303.8 83.49 
Technology Index SA - Mar 2001 = 100) 119.56 118.40 116.18 117.51 116.54 119.10 126.55 119.78 119.68 122.15 124.08 122.28 1.52 
Trade Weighted Dollar 83.82 85.12 86.58 85.83 84.44 85.22 85.17 84.05 80.78 81.67 82.09 81.33 -2.87 

West Texas Oil Spot Price Barrel NSA 65.57 62.37 58.30 59.43 65.51 61.63 62.90 69.69 70.94 70.96 74.41 73.05 8.08 

Colorado Data              

Denver-Boulder CPI SA       192.6           196.3     7.10 
Colorado Purch Mgr Index SA 60.00 57.20 54.60 62.90 68.80 70.00 80.60 68.00 63.50 64.10 72.50 71.30 3.90 
Labor Force NSA (000's) 2,557.4 2,552.7 2,540.7 2,561.8 2,548.1 2,593.1 2,588.4 2,615.3 2,604.6 2,655.1 2,650.2 2,668.0 111.43 
Labor Force SA (000's) 2,542.5 2,539.3 2,539.4 2,560.4 2,565.3 2,612.4 2,610.3 2,636.7 2,622.6 2,630.4 2,621.1 2,643.7 111.40 
Employment NSA (000's) 2,429.8 2,434.8 2,418.4 2,447.1 2,416.7 2,472.9 2,465.8 2,505.3 2,492.6 2,529.6 2,526.8 2,544.8 110.38 
Employment SA (000's) 2,409.2 2,413.7 2,413.3 2,437.8 2,445.3 2,500.3 2,498.8 2,523.7 2,504.0 2,512.7 2,497.3 2,516.0 110.87 
Unemployment Rate % NSA 4.99 4.62 4.81 4.48 5.16 4.64 4.73 4.20 4.30 4.72 4.66 4.62 -0.16 

Unemployment Rate % SA 5.24 4.95 4.97 4.79 4.68 4.29 4.27 4.29 4.52 4.47 4.73 4.83 -0.19 

Colorado Springs Data              

Business Conditions Index SA 108.08 99.23 104.07 96.59 99.18 99.38 101.45 96.92 94.30 93.51 90.21 na -21.94 
Colorado Springs Airport Enplanements SA 89,007 86,231 88,552 83,606 85,443 87,921 87,779 86,723 88,099 86,830 78,052 na -9,850.06 
Foreclosures SA 203 202 189 190 183 203 207 185 239 234 225 na 33.02 
New Car Sales SA 1,992 1,888 1,945 1,898 1,803 1,997 2,128 1,802 2,411 2,012 1,531 na -1,225.66 
Sales & Use Tax for Month of SA (000's) 10,988 9,763 9,787 10,109 10,109 10,381 10,605 10,380 10,495 10,465 10,326 na 520.72 
Single Family Permits SA 499 413 623 495 485 449 435 379 388 329 305 na -198.40 
Labor Force NSA (000's) 287.9 289.0 288.6 287.5 286.5 289.7 289.2 292.5 295.0 301.0 299.4 na 9.48 
Employment NSA (000's) 273.2 275.5 274.7 273.8 271.1 275.6 275.0 279.4 281.7 285.7 284.2 na 8.97 
Unemployment Rate % NSA 5.10 4.69 4.83 4.74 5.38 4.88 4.91 4.46 4.51 5.09 5.07 na 0.01 
Unemployment Rate % SA 5.25 4.98 5.04 4.94 5.05 4.69 4.63 4.53 4.70 4.76 4.95 na -0.28 
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Colorado Springs Business Journal
First Business Brokers, LTD
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The Southern Colorado Economic Forum brings together local experts from the public, 
private, and academic sectors to report on our economy. Thought of by many as our 
region’s economic “State of the Union,” the Forum offers the community an annual 
snapshot of local economic activity and provides forecasts to help businesses plan for 
the upcoming year. 
 
This valuable research about where our community has been and where 
we are headed is made possible through a cooperative effort between the 
College of Business and Administration at  UCCS and local business sponsors.  
 

Agenda

7:00 a.m. - 8:00 a.m. Registration and Breakfast

8:00 a.m. - 8:20 a.m. Keynote Speaker - Michael Swanson, PhD, Wells Fargo & Company

8:20 a.m. - 8:50 a.m. Forum Results - Tom Zwirlein, Ph.D. and Fred Crowley, Ph.D., College of 
Business and Administration

8:50 a.m. - 9:20 a.m. Main Panel Discussion with Pam Shockley-Zalabak, Chancellor, 
University of Colorado at Colorado Springs, and Brigadier General Anne Macdonald, 
Deputy Commanding General, Division West, Fort Carson

9:20 a.m. - 9:45 a.m. Questions and Answers

10:00 a.m. - 11:00 a.m. Panel  Sessions 
Session 1: Practical Tips on Doing Business with the Government:
                    Let’s Not Lose Another Billion Dollars
Session 2: Ground Breaking Commercial Development Trends

11:00 a.m. - 12:00 p.m. Panel Sessions 
Session 3: Successfully Attracting Private Equity Finance 
Session 4: Strengths, Trends and Opportunities in the Pikes Peak Housing Market

SouThErn ColorAdo
EConomiC Forum

TEnTh AnnuAl 2006-2007

registration Fee for individuals • $75.00 per person (includes all events and the Tenth Annual Forum Booklet)
registration Fee for real Estate Professionals •$125.00 per person for those interested in receiving four continuing education credits 

(Includes all events, the Tenth Annual Forum Booklet, and CE-Certificate)

To register go to our Website: www.SouthernColoradoEconomicForum.com or call (719) 262-3241 

Don’t miss this opportunity to hear how the global, national, state, and 
local economies are expected to perform next year. Hear the information 
you will use to develop your business plan for 2007. Learn more about the 
commercial and residential real estate market in El Paso County.  Learn 
practical tips about doing business with the government.  Find out about 
attracting private equity finance.

College of Business and Adminstration and Graduate School of Business, university of Colorado at Colorado Springs

T E N  Y E A R S -  19 9 6 - 2 0 0 6





Tenth Annual Southern Colorado Economic Forum
College of Business and Administration


University of Colorado at Colorado Springs
P.O. Box 7150


Colorado Springs, CO 80933-7150


2006 Southern Colorado Economic Forum Registration


Personal Information


Name


Company


Address


City


State


Email


October 11, 2006, 7:00 am to noon
Heritage Ballroom
Antlers Hilton Colorado Springs
4 South Cascade Avenue


Instructions:
1. Fill out this form in PDF before printing.
2. Click the Print Form button at the top.
3. Mail Completed Form with a check to the address
below or Fax Completed Form with  credit card
information to (719) 262-3393.
4. Make a copy as your receipt.


      Zip


Phone


10:00 to 11:00 Panels


Session 1: "Practical Tips for Doing Business with the
Government: Let's not Lose Another $Billion"


Session 2: "Ground Breaking Commercial
Development Trends"


Registration Fees


Southern Colorado Economic Forum * Phone: 719-262-3241 Fax: 719-262-3393


Please select the type of registration.
Print one form for each registrant.


$125.00 (Tenth Annual Southern
Colorado Economic Forum and Real
Estate Continuing Education
Certificate).


$75.00 (Tenth Annual Southern
Colorado Economic Forum.  No CE
Credits)


11:00 to 12:00 Panels


Session 3: "Successfully Attracting Private Equity-Finance"


Session 4: "Strengths, Trends and Opportunities in the
Pikes Peak Housing Market"


Program Indicate the panel sessions you plan to attend from 10:00 to 11:00 and from 11:00 to 12:00.  Everyone
attends the Forum breakfast from 7:30 to 9:45


Payment Options


Credit Card


Card Number


Expiration Date (MM/YY)


Cardholder Name


www.Southern Colorado Economic Forum.com


Pay by Check: Make check payable to "Southern
Colorado Economic Forum."  Print and mail this form
(along with your check) to:
Southern Colorado Economic Forum
Attn: Tom Zwirlein
University of Colorado at Colorado Springs
P.O. Box 7150
Colorado Springs, CO 80933-7150


Credit card payments should be printed and faxed to
(719) 262-3393.  This is a secure fax number.
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2. Click the Print Form button at the top.

3. Mail Completed Form with a check to the address below or Fax Completed Form with  credit card information to (719) 262-3393. 

4. Make a copy as your receipt.

10:00 to 11:00 Panels

Registration Fees

Southern Colorado Economic Forum * Phone: 719-262-3241 Fax: 719-262-3393 

Please select the type of registration.

Print one form for each registrant. 

11:00 to 12:00 Panels

Indicate the panel sessions you plan to attend from 10:00 to 11:00 and from 11:00 to 12:00.  Everyone attends the Forum breakfast from 7:30 to 9:45

Payment Options

www.Southern Colorado Economic Forum.com 

Adobe Designer Template

Adobe Systems Incorporated

1.0
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