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Update on the El Paso County Economy

The local economy continued a growth trend that began in the summer of 2011 after hitting bottom in February
2009. The Business Conditions Index (BCI) stands at 116.79, up 4.4 percent from May 2012. The best
performing indicators were new single family permits (up 39.6%), new vehicle registrations (up 20.8%),
consumer sentiment (up 6.6%) and Colorado Springs sales and use tax collections (up 4.7%). Other
improvements were seen in employment, the employment rate and foreclosures. Housing and new vehicle
registrations have led the local economy out of the recession. The increase in sales tax numbers points to a
broad based level of recovery in the near future. The pace of the recovery appears to be accelerating.

Business Conditions Index
El Paso County (Dec 2007-June 2009 = 100)
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" The Business Conditions Index (BCI) is a geometric index of ten seasonally adjusted data series. The El Paso County data are
single family and town home permits, new car sales, employment rate, foreclosures, QCEW employment and QCEW wages and
salaries. Colorado Springs data are sales and use tax collections and airport enplanements. University of Michigan’s Consumer
Sentiment and the Federal Reserve Bank of Kansas City Manufacturing Index are non-local indicators in the BCI. The BCI is in-
dexed to December 2007—June 2009 = 100. All raw series are seasonally adjusted by UCCS Southern Colorado Economic Forum
using the Department of Commerce X12 adjustment process.
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Business Conditions Index Components - All Values Indexed: Dec 2007 - June 2009 = 100

El Paso CoSpgs | County | El Paso El Paso
COS County U Of Kansas | El Paso |2% Sales | New Car | County | El Paso | County
Enplane- | SF & TH [Mich Con | City Fed | Employ- & Use |Registra-| Fore- County Real
ments Permits Sent |Mfg Index [ment Rate Tax tions closures [ Employed| Wages BCI

Feb-12 86.44 114.71 117.28 147.11 96.73 106.39 130.13 100.59 96.32 96.69 [ 107.94
Mar-12 81.44 129.98 118.68 143.57 96.79 108.45 111.05 100.75 96.31 97.31 107.10
Apr-12 79.44 139.34 118.99 123.06 96.86 109.58 113.99 100.68 96.06 96.48 106.23
May-12 83.66 184.61 123.51 129.92 96.79 110.77 122.73 100.72 96.30 97.35 111.90
Jun-12 85.01 168.43 114.01 122.09 96.79 111.67 123.57 100.38 95.81 97.98 109.63
Jul-12 83.21 148.94 112.61 124.18 96.67 108.08 117.18 100.53 96.01 96.93 107.10
Aug-12 83.61 208.81 115.72 133.70 97.07 110.78 101.74 100.70 96.67 97.10 | 110.82
Sep-12 81.59 186.86 121.95 126.83 97.35 114.40 115.69 100.99 96.95 9649 [ 111.12
Oct-12 83.87 206.19 128.65 121.29 97.32 115.04 149.19 100.90 97.37 101.04 [ 116.16
Nov-12 83.97 191.43 128.81 116.61 97.55 113.73 139.03 101.25 97.29 100.94 | 113.99
Dec-12 84.44 200.48 113.54 123.56 97.56 115.35 152.81 101.37 97.62 100.22 | 115.01
Jan-13 83.78 214.29 114.94 120.02 98.08 113.38 133.35 101.22 97.94 95.80 [ 113.31
Feb-13 80.84 233.03 120.86 107.05 98.02 119.34 136.11 101.38 98.31 96.41 114.07
Mar-13 69.67 186.03 122.42 110.72 98.09 117.67 155.49 101.50 97.90 96.66 | 111.72
Apr-13 67.33 221.89 118.99 110.09 98.05 125.00 160.15 101.46 97.52 96.39 [ 113.86
May-13 73.17 257.76 131.61 115.37 98.30 115.94 148.24 101.51 98.49 97.58 116.79

May 2013 Compared to:

16.2% 10.6% 4.8%
10.6% 8.9% 7.8%

34.6% 2.2% -1.1%
39.6% 6.6% -11.2%
Real wages in El Paso County were estimated by the Forum for Jan '13 - May '13. Emplanements for Apr and May were estimated by the

Forum.

As with any recovery, not all sectors in the economy perform equally well. Manufacturing declined 11.2
percent compared to a year ago. This is a concern because manufacturing tends to be a high wage sector that
creates many indirect and induced jobs in the economy. Part of the effect in the decline in manufacturing can
be seen in the 2.42 percent decline in real wages in El Paso County since the midpoint of the recession. The
real wage index component of the BCI currently stands at 97.58. This is a 2.42 percent decline since the
midpoint of the recession (100-97.58 = 2.42).

A weak segment in the local economy is enplanement activity at the Colorado Springs Airport. The seasonally
adjusted enplanement index is down 12.5 percent from a year ago. This is not expected to improve in the near
term.

In all, eight of the ten BCI indicators are higher than a year ago. Measured by the BCI, the local economy is
doing approximately 16.8 percent better than during the recession (about 3.75% growth per year). The most
recent three months are among the best performing quarters the region has seen in a number of years. The
upward trend is expected to continue through the coming months. The BCI is expected to be in the 118 range
by the end of the year, conceivably higher if real wages increase substantially.
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Analysis of the El Paso County
Residential Housing Market

Detached, single family permit activity
picked up noticeably in March 2011. The
rebound continued through all of 2012.
Through June 2013, new residential per-
mits were 467 higher (45.6%) than
through June 2012. At the current trend,
new permits are expected to be approxi-
mately 27 percent higher in 2013 than in
2012. Support for residential construction
is attributed to pent up demand, attractive
pricing and record low mortgage rates.

The Forum generated a twelve month
forecast for detached, single family build-
ing permits in El Paso County. The fore-
cast for the next six months is shown in
the adjacent chart. The forecast calls for
an increase of 245 detached, single family
permits in the last six months of 2013
compared to 2012. If the forecast holds, a
total of 2,811 permits will be pulled in
2013 compared to 2,210 in 2012. Please
refer to page 5 for a month by month fore-
cast for the next twelve months.

Townhome permit volume was extremely
low in 2011 (162 units). It was barely
higher in 2012 with 166 units. The addi-
tional 4 units were welcome but repre-
sented a modest 2.5 percent increase.
Townhome permits are off to a slow start
this year. Eighty permits have been issued
through June 2013. This is 5 fewer than
year-to-date 2012. Historic volume, vis-a-
vis detached new permits, suggests the
number of townhome permits issued in
2013 will be about 170.

Single Family-Detached
Building Permits in El Paso County
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Detached Single Family Permit Trends
Actual and Forecast in El Paso County
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Single Family-Townhomes
Building Permits in El Paso County
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© Southern Colorado Economic Forum - Quarterly Updates and Estimates - July 2013 3



College of Business and Administration :

University of Colorado at Colorado Springs m CO' |eg e Of B U SI n eSS
sourtiers [ 1420 Austin Bluffs Parkway, Colorado Springs, CO 80918
ECONOMIC

UNIVERSITY OF COLORADO COLORADO SPRINGS

»

Despite the low number of townhome per- Single Family Detached & Townhomes
mits, the combination of detached and at- Building Permits in El Paso County

tached single family permit activity fin- 350
ished 2012 with 823 more units than were
issued in 2011. Each of the past twelve
months was higher than year ago levels. 250
At the current rate, the combined detached | 54 Lo
and attached single family permits for
2013 could be around 3,000. This would
be an increase of 625 over 2012 (21%)., 100 1

50 1

300

150
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BSame Month a Year Ago B Last 12 Months: 7/12-6/13
Source: Pikes Peak Rgl Bldg Dept, and UCCS Southern Colorado Economic Forum

Permit activity started the year strong and
has maintained the pace. It is expected to
continue with the improving economy.
Additional support for housing and the
economic recovery was offered on July
10, 2013 by Federal Reserve Chairman
Ben Bernanke. He stated the Fed would 1,500
continue to support the economy for the

Single Family Detached and Townhome Permits
in El Paso County: Cumulative Comparison

2,500

2,000

foreseeable future. This is expected to 1,000
manifest itself by a sustained quantitative
easing program (QE ?). 500 1

. . . . Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
New multi-family housing permits are off

to a third strong year in 2013 after simi- = Permitsin 2012 = Permits in 2013
larly robust StrOl'lg aCtiVity in 2012 (601 Source: Pikes Peak Regional Building department and UCCS Southern Colorado Economic Forum
units) and 2011 (659 units). Multi-family
strength is supported by: Multi-Family Housing Units
1. the lack of multi-family construc- in El Paso County - Year to Date Comparison

tion during the recession

) . 700
2. vacancies that declined to the 6

percent range 600
3. rising rents 500
4. 1investor interest in the Colorado 400
Springs market 300 1
Through June, multi-family permits to- 200 -
taled 335 units. The Nor’wood Develop-
ment Group just announced a 260 unit R
apartment project. This supports the ex- 0 -
pectation of a third consecutive 600 plus Jan - Feb  Mar Apr May Jun Jul Aug  Sep Oct Nov Dee
year of multi-family housing units for El L ——
PaSO County' Source: Pikes Peak Rgl Bldg Dept, and UCCS Southern Colorado Economic Forum
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Single Family Permit Forecast
Forecast of Monthly Detached Single Family Permits for 2013

At its Sixteenth Annual Forum on Septem- ElPaso County

ber 28, 2012, the Forum forecasted growth
in single family home permits would be
6.5 percent in 2013. The forecast at the
time was clouded by concerns over the fis-
cal cliff and how quickly construction
would begin in Mountain Shadows. Con-

350

R K . 150 : =w = Plus/Minus
gress has temporarily kicked the fiscal cliff / e Forecast
down the road. 100 +——~ — == Plus/Minus
s 2012 Actual
Recent global data suggest Europe is bot- ® 2013Actual
toming out and is likely to grow slowly in 0 ——————————————————————

2013. Growth in China slowed to an annu- Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

alized GDP of about 7.7 percent. Employ- Data Source: PPRBD. Forecast by UCCS Forum
ment gains in the U.S. are improving. Ini-

tial claims for unemployment insurance Forecast - Detached Single Family Permits in El Paso County
continue to drop. The Federal Reserve has Prior Forecast Review
repeatedly assured financial markets it will ) ) Ac“‘_al Cum | Cum Error
continue to pursue an aggressive pro- Month Low |[Likely[ High | Permits | Error Error %
. . Jan 2013 162 180 189 178 -2 -2 -1.1%
growth monetary policy. Inflation con- g\ 50378 T 108 [ 218 | 220 2 20 5.0%
cerns appear to be minimal. The emerging [yiar20131 222 | 247 | 271 227 20 0 0.0%
economic recovery made it appropriate to  [apr2013 | 230 | 256 | 281 302 46 46 5.0%
revise the 2013 forecast for single family  [May2013] 261 | 290 | 319 292 2 48 3.9%
permits in E]l Paso County. Jun2013 | 241 | 268 | 295 272 4 52 3.5%
The prior forecast proved to be very reli-
able for the January-June 2013 period.
The cumulative forecast was off by 3.5
percent through June 2013. Alternatively
stated, the forecast underestimated new Forecast Year Ago | Actual |Projected| Projected
permits by 52 during a period when there [Month Low |Likely| High | Month |Permits | Growth | Growth %
were 1,491 permits 1ssued. Jul 2013 232 258 284 Jul 2012 193 65 33.7%
Aug 2013 [ 230 256 282 JAug 2012 252 4 1.6%
The Forum’s revised forecast indicates Sep2013 | 195 | 217 | 239 ISep2012 | 194 23 11.9%
. . Oct2013 | 203 225 248 1O0ct 2012 213 12 5.6%
there will be 2,882 permits from July 2013 1 5 5 =20 —190 7519 [Nov 2012 | 182 17 9.3%
through June 2014. This would be an in- 15, 54437757 | 185 | 204 Dec 2012 | 152 33 21.7%
crease of 208 permits (7.7%) compared t0 [jan2014 | 177 | 197 | 217 |Jan2013 | 178 19 10.7%
the twelve prior months of July 2012 Feb 2014 | 202 | 224 | 246 |Feb2013 | 220 4 1.8%
through June 2013. Mar2014| 241 | 268 | 295 |Mar2013 | 227 41 18.1%
Apr2014 | 258 287 316 JApr2013 302 -15 -5.0%
The Forum’s forecast for 2013 calls for ~ [May2014] 265 | 294 | 323 JMay2013 | 292 2 0.7%
2,811 detached, single family permits in E] [Jun2014 | 245 | 272 | 299 lun2013 | 272 L Ll
Total 2,594 | 2,882 | 3,170 JTotal 2,677 205 7.7%

Paso County. This would be a 27 percent
increase over 2012. This could change depending on: 1) rebuilding activity in the burn areas of Mountain
Shadows and the Black Forest, 2) possible rising mortgage rates and 3) job and income growth in El Paso
County.
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MLS Activity Year to Date Sales
(Pikes Peak Region)

The trend in home sales continues to im-
prove. Through June, there were 1,075
(25.2%) more homes sold than the same
period in 2012. While not a record pace,
this is a significant departure from the
weak sales trends over the last five years.
Low inventory levels (listings) and rising
conventional mortgage rates may con-
strain sales growth for the balance of
2013.

Homes Sold

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

B Last Year: 2012 B Current Year: 2013

Source: Pikes Peak REALTOR Services Corp. and UCCS Southern Colorado Economic Forum

The demand for housing appears to be in- Monthly Single Family Home Sales
creasing. Monthly home sales in the re- (Pikes Peak Region)

gion were higher in all of the last 12
months compared to the prior 12 months.
The Pikes Peak Association of Realtors
reported there were 5,341 sales through
June 2013. This is an increase of 1,075
home sales (25.2%). At the current pace,
sales should be about 10,500 to 11,000 in
2013.
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Since March of 2011 (the apparent turning Active Listings of Homes
point for listings), active listings of homes (Pikes Peak Region)
have been significantly lower than the 8,000
year ago month. This changed in May and
June of 2013. Currently, there are 164
more listings for June than there were in
2012. This is believed to reflect a
strengthening market and not an over sup-
ply of homes for sale. An additional com-
parison supports this observation. In June
2013, there were 3,868 homes for sale
compared to 4,761 homes for sale in June

Active Listings

2011. The relative reduction in homes for Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
) ) 2012 2012 2012 2012 2012 2012 2012 2013 2013 2013 2013 2013 2013
sale and an increase in home sales have
B Year Ago: 6/11-6/12 @ Last 13 Months: 6/12-6/13

contributed to higher home prices.

Source: Pikes Peak REALTOR Services Corp. and UCCS Southern Colorado Economic Forum
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Prices of homes sold have been trending
up since early 2011. The average price of
a home sold through June was $255,590.
This is 3.9 percent higher than a year ago.
It also follows an 11.6 percent increase for
2012 compared to 2011.

Trends in median prices of homes sold are
behaving similarly to the average price
trend. The median price of a home sold in
June was $225,000. This is 6.5 percent
higher than a year ago. It also follows an
13.4 percent increase for 2012 compared
to 2011.

The ratio of homes sold to total single
family homes in El Paso County has
proven to be a good indicator of strength/
weakness in housing. Spikes caused by
home buyer tax credits can be seen in late
2009 and early 2010. The trend (dashed
line) continues to suggests there is an im-
proving local housing market compared to
a flat/declining market over the last few
years. The most recent value of the trend
is approximately 13 percent higher than
the it was during the recession in 2009.

Average Sale Price of a Home
(Pikes Peak Region)
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Median Sale Price of a Home
(Pikes Peak Region)
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Housing Price Equilibrium in the Region

The relation between supply and demand for private residential housing in the region was out of balance be-
cause of a significant oversupply in late 2006. This persisted through the middle of 2009. The excess supply
of housing contributed to declines in housing prices (blue line) through the end of 2008. Tax credits stimu-
lated an increase in demand through the first half of 2010. Since then, market forces appear to have driven
supply/demand to equilibrium as of June 2012. The movement toward supply/demand balance (red line) was
noted in the last several issues of the QUE. The expected increase in prices (blue line) has taken place. Con-
tinued improvement in housing prices will depend on low mortgage rates and income and job growth. The bad

news is mortgage rates are heading up. The good news for El Paso County is job growth is positive and real
income is rising.

Supply, Demand Equilibrium of Single Family Housing
& Housing Prices in the Pikes Peak Region
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Source: PPAR and Home Prices = = = Supply-Demand Trend
UCCS Forum = = = Price Trend

Explanation of Data and Process

The Forum was asked to study the effect demand and supply of single family housing has on housing prices. The Forum
gathered monthly demand, supply and price data from the Pikes Peak Association of REALTORS® and its Pikes Peak
REALTOR® Services Corporation (RSC) for this study. Demand was identified as actual sales reported by RSC. Sup-
ply was identified as the number of active listings by RSC. Price is the average price of an MLS facilitated sale in the
region. Demand, supply and price data were seasonally adjusted and indexed. If sustained demand exceeded supply the
excess demand would suggest prices would trend upward. If sustained demand is less than supply, the excess supply
would suggest prices would trend downward. If trends in supply and demand of housing were roughly equal, prices
should behave “normally” with limited plus and minus variations around an upward price trend. Supply/demand equilib-

rium takes place on the graph at the horizontal “1” value. Relative supply/demand equilibrium tends to be observed in a
band +/- 0.25 around “1.”
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Foreclosures El Paso County Foreclosure Proceedings
[*]
Foreclosures continue to trend downward. LY S
As with other recent housing trends, this 5000 Y
) ﬂr ~

suggests the local housing market is im-

proving. The return of Fort Carson troops
from deployments in the middle east

4,000

might contribute to additional improve- 3,000

ments in 2013. The effect of sequestration 2,000

at Fort Carson, and its impact on housing
is not known. At the current trend, fore-
closures in 2013 are expected to decline,

Annual Foreclosures

1,000 -

perhaps to 2,000-2,400.

Source: El Paso County Public Trustee and UCCS Southern Colorado Economic Forum.
*2012 are projections by the Forum.
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El Paso County foreclosure proceedings
per 1,000 single family homes continue to
decline from the peak in 2009. The fo-

El Paso County, Foreclosure Proceedings per 1,000

Single Family Homes (Detached + Townhomes)

rum’s latest foreclosure proceedings fore- 35 ]
cast ratio points to about 11 foreclosures 30 {Previous peak was about 32 per 893

. . . 1,000 in the late 1980's. 25.26
per 1,000 single family homes in 2013. ’s 24.62 :

This is a much healthier foreclosure mar-

19.76

ket that compares well with the foreclo- 20

sure market that existed in the early
2000’s.

15

10

Annual Foreclosures per 1,000 Homes

*Projection

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 2014*

Source: El Paso County Public Trustee and UCCS Southern Colorado Economic Forum

An alternative view that supports an im-
proving trend in the area’s single family
housing market is illustrated in the chart to

Detached Single Family Permits and Initiated Foreclosure
Proceedings in El Paso County (Seasonally Adjusted)

the right. New residential permits and e
foreclosures are inversely related. After s00 1\ A Foreclosures
peaking in mid 2009, foreclosures have \ A ’[_V_ \ AA A AR
trended down. Single family permits bot- | 400 ,\. ]V B \V/ ‘\7°V'~V~\.
tomed out in 2009 before beginning to in- | 44, Tt /\v,_“/\
crease slowly. The downward trend in V \—\/w TV -
foreclosures through 2012 was accompa- | 200 = S Ny
nied by an increase in new permits. This 100 { A A== - A..,VA-\.;J\ T
is expected to continue through 2013. i Permits —
s = z = = = = = = = &
Source: El Paso County Trustee, PPRBD and UCCS Forum
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Multi-family Market Multi-Family Annual Vacancy Rates

in El Paso County

The market for multi-family housing re-
mains tight. The Forum estimated the
March 2013 vacancy rate at 6.5 percent
(6.4% in March 2012) and apartment rents
at $780 ($755 in March 2012). Recent
and planned multi-family permit activity
will alleviate some of the pressure on this
market. However, it is not expected to
offset the increase of troops at Fort Carson
who will be at the base rather then being
deployed in the middle east. The market
for multi-family housing is expected to

remain tight through 2013. e
A large unknown about multi-family Annual Nominal & Real Multi-Family

housing in 2013 is the effect federal
budget cuts will have on the number of

Rents in El Paso County

active military stationed at the region’s 900 T
bases. The Department of Defense exam- | 800 TS y—— g —+=—a—n
ined a scenario in which troop levels at 700 T~
Fort Carson might be reduced by 8,000. 600 1
500 -
Some cuts can be expected. If cuts do oc- g
cur, they may take place over several 300 1
ycears. 200 -
100 -
Alternatively, Fort Carson might see an 0 -
increase of 3,000 troops as part of the se- 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013*
b
questration process. This scenario was S ol el B (LA L =TEL

also considered by the Department of De- Source: Colorado Division of Housing
. *Estimated by the Forum
fense. If this happens, the market for

multi-family housing will tighten in 2013 Monthly Apartment Rents
and 2014. and Vacancy Rates in El Paso County
810 =
= 790 1 £
i 70 /\ Stated Rent %/\ /\* 11 é
E F10 &
g 750 N \\ // V -9 §
& 730 P8 E"
E 710 -WW Z ;E
690 2 L 5
Vacancy Rate
670 ‘)
13
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—Stated Rent =—Vacancy Rate

Source: Colorado Division of Housing, UCCS Forum estimated for latest quarter
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Colorado Springs Airport Trends Enplanement Trends at Colorado Springs

Airport (Seasonally Adjusted)
Enplanements at the Colorado Springs

) : , 110,000

Airport continued a downward trend. This
is believed to be the result of: 100,000
90,000

g
1. realignment of airline routes § A I\
2. the slow economy % 80,000 WV v\'\,_/'\/\‘
3. decline in business travel = 70,000 A
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Frontier Airlines announced 11’1 February f::sl;ci;:lft:lorado Springs Airport, Prepared by UCCS Southern Colorado Economic Forum
2012 that it would offer four new non-stop
routes from Colorado Springs to Phoenix, Colorado Springs Airport Enplanements
Los Angeles, Portland and Seattle. This Monthly Comparisons: Current & Previous Year

proved to be a short-lived reprieve for the | 100,000
airport.

80,000
Frontier announced in January 2013 that it
would only keep the Phoenix and Los An- | 60,000
geles routes. It has since terminated all
service at the airport. R

Without new carriers or replacement 20,000

routes, enplanements at the airport will
decline in 2013. A decline of 6-12 percent
is likely.

oo oo oo oo oo o<
T T T T T T

Jan Feb Mar* Apr* May* Jun* Jul* Aug® Sep* Oct* Nov* Dec*

B Last Year B Current Year
Source: Colorado Springs Airport, *Estimated by the Forum

Steve Bach, Mayor of Colorado Springs,
just announced the formation of an Air-
port Air Service Task Force. The task
force is charged with finding ways to im-
prove service, the frequency of flights and
destinations, and airport financial opera-
tions.

Colorado Springs Airport Enplanements
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Colorado Springs Sales Taxes

Despite the increase in payroll taxes that
took effect in January 2013, consumers
are finding ways to spend more of their
money. This is being helped by a health-
ier economy, rising consumer sentiment,
greater levels of employment and gains in
real income (see page 2 for supporting
data). Much of the gain in sales tax col-
lections was led by collections on building
materials and new vehicle registrations.
The latest collection figures point to a
general increase in sales tax collections
across most categories that are reported by
Colorado Springs. A year-to-date com-
parison indicates sales tax collections are
6.35 percent higher than in 2012.
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Source: City of Colorado Springs and UCCS Southern Colorado Economic Forum

Sales Tax Collections City of Colorado Springs
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Source: City of Colorado Springs and UCCS Southern Colorado Economic Forum

Colorado Springs Cumulative Sales Tax Collections:
Prior and Current Year
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New Car Registration Trends

Registrations reflect a two month lag from
the time a vehicle is sold until it is regis-
tered. As with most other indicators that
the Forum monitors, new vehicle registra-
tions in El Paso County bottomed out
around the first quarter of 2009.

Increased new car sales and registrations
are believed to reflect rising consumer
sentiment, the return of troops at Fort Car-
son and a pent up demand that developed
over the last several years. The average
age of a vehicle in the U.S. is 11.2 years.
Registrations have been higher in 10 of
the last 12 months vs. year ago registra-
tions. Registrations in 2012 were up 24.1
percent over 2011. The trend is continu-
ing in 2013. Through June, registrations
are up 16.8 percent (1,756 vehicles). New
registrations through June 2013 were
12,238 compared to 10,482 through June
2012.

An alternative measure of the strength in
new vehicle registrations is registrations
per capita. The three month moving aver-
age number of new vehicle registrations
was 135 per 1,000 residents (April-June).
This is 17 percent higher than the average
for April-June 2012 (115 new vehicle reg-
istrations per 1,000 residents).

New Vehicle Registrations in El Paso County:
Previous and Current Twelve Months
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New Vehicle Registrations In El Paso County
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Employment Trends and Wages

The seasonally adjusted unemployment
rate for May was 8.08 percent (7.9% non-
seasonally adjusted). This is a sharp depar-
ture from the 9—10 percent unemployment
rate range that marked most of the local
labor market since May 2009. The lack
luster employment growth has been a con-
tinuing drag on the local economy.

While the improvement in local unemploy-
ment rates is welcome, it should be noted
that employment in El Paso County contin-
ues to be well below the levels experienced
in 2007. Employment in May 2013 is
11,324 lower than the peak employment
level of 290,544 in September 2007.

Put into context, the county’s population
grew approximately 67,000 since 2007. A
population increase of 67,000 would nor-
mally translate to an increase in the labor
force 0of 33,000. The labor force actually
shrank by 4,638 from its peak of 308,305
in June 2009. The effective decrease of
37,638 (33,000 + 4,638) indicates there is a
large number of people who are no longer
looking for work. It should be noted that
this is approximately 4,600 fewer discour-
aged workers than in March 2013. Labor
force participation increased by 3,774 com-
pared to May 2012. Employment in-
creased by 6,160. The labor market is im-
proving.

The department of labor revised its labor
force and wage data. Based on the revi-
sions, aggregate real wages in 2012 were
unchanged from 2011. Through June
2013, estimated aggregate real wages in-
creased approximately 1 percent.

El Paso County Unemployment Rate:
(Seasonally Adjusted)
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Total Monthly Real Wages in El Paso County (000's)
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National Expectations Annualized Rate for
. . Q2-13 | Q3-13 | Q4-13 | QI-14 | Q2-14
ihe Fetdze(rﬁ‘lzlgeser"e Ba}r)’k of P _hﬂa‘}elphla 10-Year T-Bond Rate (%) 184 | 200 | 210 | 227 | 246
ugus urvey of Professiona 3-Month T-Bill Rate (%) 0.10 | 010 | 010 | 0.10 | 0.10

Economists (http://
www.philadelphiafed.org/index.cfm)
points toward an improving national econ-
omy. A lower unemployment rate, higher
GDP and industrial output are expected

AAA Corp Bond Rate (%) 3.73 3.93 3.99 4.11 4.21
New Private Housing Starts
(Annualized Rate Millions)
Industrial Production Index

0.98 1.02 1.06 1.11 1.17

P andl (2007=100) 983 | 99.1 | 1000 | 1008 | 1017

giﬂigf}stmr’: i’f Téoutrez el pzrizl(ﬁ CPI Annual Rate % 16 20 | 20 20 | 22

Coi - t‘;‘le S roa i;a derr):all)ng or r‘;grcle Real GDP Growth % 18 23 2.7 25 30
pany growing Y Unemp loyment Rate % 7.6 7.5 7.4 7.3 7.2

as the economy expands. Concern about a
near-term recession is waning. New resi- Employment Growth
dential construction is expected to con-

tinue to contribute to growing economy.

Nonfarm Payroll Employment| 1,96 | 1457 | 1733 | 179.0 | 18409

. X g Growth (000's)
Real growth in GDP is expected to be in
the 2.5 percent range Nonfarm Payroll Employment| -y ¢ |53 | 45 | 16 | 16
' ’ Growth (%)

Likelihood of Decline n Real GDP

M ean Likelihood of a Decline
in Real GDP (%)

14.6 14.3 13.1 13.4 12.5

Misery Index

The Misery Index, a consumer economic wellness measure (www.miseryindex.us), defines consumer misery
as the sum of the rates of unemployment and inflation. The lower left chart illustrates the historical values for
the last ten years through May 2013. The index proved to be better than anticipated because inflation was
about 1.2 percent and unemployment dropped slightly to 7.6 percent. Current conditions in the economy sug-
gest inflation will be around 2 percent and the unemployment rate is likely to continue to decline. Together,
they are expected to produce a misery index in the 9 percent range over the next few months. Significant
changes in the index require a drop in the unemployment rate to the 6 percent range.

Misery Index Trends Misery Index: Current Month vs. Year Ago
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Selected Economic Indicators
2012 2012 2013 2013 |Change vs.
National Quarterly Data Q3 Q4 Q1 Q2 Yr Ago
Ttl Loans/Lease Charge-off Rate % 1.21 0.92 0.87 na -0.36
Loan Delinquency Rate % 5.02 4.66 4.41 na -0.86
Benefit Costs SA 2005=100 118.1 118.8 118.4 na 1.70
Compensation Costs SA 2005=100 116.8 117.3 117.7 na 2.00
Retail Sales SA (billions) 1,079 1,156 1,056 na 31.01
e-Sales SA (billions) 52.4 72.1 58.0 na 7.98
e-Sales as % of Retail Sales SA 4.9% 6.2% 5.5% na 0.006
GDP Real % Growth SA 3.1% 0.4% 1.8% na -0.002
Household Debt Service Ratio 10.6% 10.3% 10.5% na 0.00
Change vs.
National Monthly Data Jul-12 | Aug-12 | Sep-12 | Oct-12 |Nov-12 | Dec-12 | Jan-13 | Feb-13 [Mar-13 |Apr-13 [May-13| Jun-13 | Yr Ago
i ——— 77.90 | 77.20 | 7720 | 77.00 | 77.90 | 77.80 [ 77.70 | 78.10 | 78.10 | 77.70 [ 7760 | na -0.10
Car & Lt Trk Sales Millions SA 14.04 | 1446 | 1488 | 1423 | 1548 | 1533 [ 1522 ] 1532 | 1521 | 1486 [ 1523 | na 0.90
Cons Sent (1966=100) SA 723 | 743 | 783 | 826 | 827 | 729 | 73.8 | 776 | 786 | 764 | 845 | 841 10.9
CPI-U 1982-84=100 SA 228.84] 230.03 [231.23[231.621231.07 [231.141231.20| 232.77 | 232.34 |1231.49(231.83 na 1.3%
el It e (2t 0.16% | 0.13% | 0.14% | 0.16% | 0.16% | 0.16% | 0.14% | 0.15% | 0.14% [ 0.15% [ 0.11% | 0.09% | -0.07%
Gasoline Price per Gal. of Regular 344 | 372 | 385 | 375 | 345 | 331 | 332 | 367 | 371 | 357 | 3.62 | 3.63 $0.09
Ind Production (1997=100) SA 97.56 | 96.79 | 96.95 | 96.84 | 98.11 | 98.15 [ 98.16 | 98.87 | 99.06 | 98.64 | 98.67 | na 1.54
T 130 | 130 | 129 | 130 [ 129 | 129 | 130 | 129 | 130 | 1.31 | na na 0.04
Mtg Rate, 30 Yr Conventional NSA | 3.55 3.60 3.50 3.38 3.35 3.35 3.41 3.53 3.57 3.45 3.54 4.07 0.39
Prime Rate (%) NSA 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 0.00
i e e S 50.50 | 50.70 | 51.60 | 51.70 | 49.90 | 50.20 [ 53.10 | 54.20 | 51.30 | 50.70 | 49.00 | 5090 | 0.70
Real Rtl/Food Svc Sales SA (billions) | 402.83 | 407.72 [412.03 [411.94 [ 413.44 [ 414.65 [415.13] 419.51 [ 418.23 [418.84[421.15| na 20.95
S&P500 1362.2 ] 1375.1 [1406.6 | 1444.5|1427.6 | 1416.2 |1462.4| 1513.2 | 1518.2 [1562.2|1582.7 [ 1630.7 352.7
Tech Index SA - Mar 2001 = 100 1082 | 1077 | 106.1 | 1075 | 1082 | 107.1 | 105.5 | 105.4 | 105.6 | 108.3 | 109.0 [ na 0.1
Teats WimiiedDeil 752 | 742 | 7206 | 727 | 7136 | 731 | 735 | 746 | 762 | 762 | 769 | 762 1.2
West Texas Oil Spot Price NSA 879 | 942 | 947 | 896 | 86.7 | 883 | 947 | 953 | 93.1 | 92.1 | 94.8 | 93.8 11.4
Change vs.
Colorado Data Jul-12 | Aug-12 [ Sep-12 | Oct-12 | Nov-12| Dec-12 | Jan-13 | Feb-13 | Mar-13 | Apr-13|May-13| Jun-13 [ Yr Ago
et CRLSA () 231.32| 232.28 [233.24 23154 | 232.68 [ 233.81 [233.81] 233.81 | 233.81 |233.81]233.81[233.81| 1.50%
Kansas City Fed Mfg Index (NSA) | 125.0 | 133.3 | 127.6 | 121.2 [ 119.0 [ 125.0 | 1209 | 109.2 | 111.8 | 113.0 [ 118.6 | 109.6 | 109.6
Labor Force NSA (000's) 2,763 | 2,751 | 2,760 | 2,766 | 2,744 | 2,742 | 2,742 | 2,742 | 2,742 | 2,742 [ 2,742 | 2,742 | 247
Labor Force SA (000's) 2,740 | 2,740 | 2,742 | 2,744 | 2,746 | 2,748 | 2,748 | 2,748 | 2,748 | 2,748 | 2,748 | 2,748 6.0
Employment NSA (000's) 2,534 | 2,534 | 2,555 | 2,561 | 2,543 | 2,536 | 2,536 | 2,536 | 2,536 | 2,536 | 2,536 | 2,536 2.1
Employment SA (000's) 2,518 | 2,521 | 2,525 | 2,532 | 2,537 | 2,541 | 2,541 | 2,541 | 2,541 | 2,541 | 2,541 | 2,541 7.0
e 83% | 7.9% | 7.4% | 7.4% | 73% | 7.5% | 7.5% | 7.5% | 7.5% | 7.5% | 7.5% | 7.5% | -0.9%
Unemployment Rate SA 8.1% 8.0% 7.9% 7.7% 7.6% 7.5% | 7.5% | 7.5% 7.5% 7.5% | 7.5% 7.5% -0.7%
Change vs.
Colorado Springs Data Jul-12 | Aug-12 | Sep-12 | Oct-12 [Nov-12| Dec-12 | Jan-13 | Feb-13 | Mar-13 | Apr-13|May-13| Jun-13 | Yr Ago
Business Conditions Index SA 107.10] 110.82 [111.12]116.16 | 113.99 [ 115.01 [113.31] 114.07 | 111.72[113.86| 116.79] na 4.9
Co Spgs Airport Boardings SA 68,598 68,928 167,258 [ 69,141 | 69,225 169,608 [69,070| 66,639 | 57,437 [55,502]60,319 159,340 [ -21,980
Foreclosures SA 318 331 252 | 304 | 207 | 220 | 214 | 180 | 155 | 173 | 165 | 162 -174
New Car Registrations SA 1,714 1,488 1,692 | 2,182 | 2,033 | 2,235 | 1,950 | 1,990 | 2,274 | 2,342 | 2,168 | 1,781 -26
Sales & Use Tax ($million) SA 10.372| 10.631 {10.979 | 11.040 | 10.915 [ 11.070 {10.881 [ 11.452 [ 11.292 [11.996 [ 11.126 | na 0.496
Single Family & TH Permits SA 175 246 220 | 243 | 226 | 236 | 252 | 275 | 219 | 261 | 304 | 346 148
Labor Force NSA (000's) 302.5 | 301.9 | 302.1 | 303.2 | 301.3 | 300.6 [ 3004 [ 301.8 | 299.6 | 299.6 [ 3032 | na 2.77
Employment NSA (000's) 272.8 | 2744 | 2764 | 277.1 | 276.0 | 2744 | 2740 | 2755 | 2738 | 2754 | 2792 | na 6.16
Unemployment Rate NSA 9.8% | 9.1% | 85% | 8.6% | 8.4% | 87% | 8.8% | 8.7% | 8.6% | 8.1% | 7.9% [ na 1.2%
e 9.6% | 92% | 9.0% | 9.0% | 8.8% | 88% | 83% | 83% | 83% | 83% | 8.1% | na -1.4%
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About the Forum

The Southern Colorado Economic Forum (SCEF) is part

of the College of Business outreach to the Colorado
Springs Community. The Forum gathers, analyzes and
disseminates information relevant to the economic
health of the region. Through its efforts, the Forum has
gathered a number of unique data sets. The Forum and
its staff are available for fee-for-service work to analyze
business situations, develop forecasts, conduct and
analyze surveys and develop solutions to other business
problems you may have. Examples of prior work
include Small Area Forecast for the Pikes Peak Area
Council of Governments, Colorado Springs Airport
Passenger Survey, exit survey for La-Z-Boy, a
Community Audit for the Pikes Peak Workforce Center

and the Data Mining Project for the Colorado Workforce

Centers. If you would like additional information about
how the Forum can assist you, contact Fred Crowley at
(719) 255-3531 or e-mail at fcrowley@uccs.edu.

The QUE is available free via an electronic subscription.

If you would like a subscription, send an e-mail to
fcrowley@uccs.edu and have the word SUBSCRIBE as
the subject.

Previous issues are available at:
www.southerncoloradoeconomicforum.com

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
Colorado Springs, CO 80918

College of Business
Venkat Reddy, Ph.D., Dean

Faculty Director
Southern Colorado Economic Forum
Professor of Finance
Tom Zwirlein, Ph.D.

Associate Director
Senior Economist
Southern Colorado Economic Forum
Fred Crowley, Ph.D.

Forum sponsorship is available at a number of levels and
benefits. Contact Tom Zwirlein at (719) 255-3241 or
tzwirlei@uccs.edu for information.

A special thanks to the Forum’s partners for their con-
tinuing financial support.

Platinum Level
Bryan Construction Inc
Colorado Springs Business Journal
Holland and Hart LLP
The FBB Group, Ltd.” (formerly First Business
Brokers, Ltd.”) — Founding Partner
University of Colorado Colorado Springs
Wells Fargo

Gold Level
Colorado Springs Utilities
Fittje Brothers Printing

Silver Level
Adams Bank and Trust
ADD STAFF, Inc.
BiggsKofford Certified Public Accountants
Corporate Office Properties Trust
Ent Federal Credit Union
Security Service FCU
Strategic Financial Partners
The Gazette
UCCS College of Business and Administration

Sustaining Level
Air Academy Federal Credit Union

Aventa Credit Union
BBVA Compass Bank
Central Bank & Trust
Classic Companies
Colorado Springs Regional Business Alliance
dpiX, LLC
DSoft Technology, Inc
Financial Planning Association of Southern Colorado
GH Phipps Construction Companies
Hoff & Leigh
Kirkpatrick Bank
KRDO, New Channel 13
Legacy Bank
Northwestern Mutual Financial Network
Nunn Construction
Penrose-St. Francis Health Services
Pikes Peak Association of REALTORS
Pikes Peak Workforce Center
Salzman Real Estate Services, LTD
Swank Audio Visual
TMR Direct
Transit Mix Concrete Company
UMB Bank Colorado
University of Colorado Executive Programs
US Bank
Vectra Bank
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