El Paso County Economic & Workforce Progress Report (EPR)

Highlights - December 2023

I hope you are enjoying the holidays with family and friends! This is the last economic dashboard for 2023 with a peek at what’s to come
for 2024.

In December, regional economic growth rates are released by the Bureau of Economic Analysis (BEA) for the prior year as this data lags
quite a bit. This measure of Gross Metropolitan Product {Page 3}, or GMP, is a key indicator of how much a region grew relative to the
year prior. In 2021, most of the nation far outpaced trend growth with U.S. GDP at 6.2%, Colorado at 5.8% and Colorado Springs MSA at
5.1%. These stellar growth rates were largely a result of lingering pandemic stimulus and strong employment mostly due to de-
mographics. In 2022, however, | was somewhat shocked to see that our region’s growth rate was at 1.0% while the U.S. (2.1%) and Colo-
rado (2.2%) returned to trend growth. Other regional indicators showed strength in the local economy so at first glance this didn’t make
much sense to me.

But as | thought about it some more, some explanations emerged, which | covered a couple of weeks ago on the Fox21 regional growth
segment. In a nutshell, all of the U.S. had a shortage of (particularly) qualified workers, and small business surveys have consistently sup-
ported this. Many businesses say they could have grown more if they had the labor they needed. Our state and region have had an espe-
cially tight labor market. Using job opening information from Lightcast and number unemployed from the BLS, on average the U.S. had
0.71 workers for each open position in 2022 whereas Colorado had 0.41 and Colorado Springs had 0.42 workers for each open position.

The decline in working age people in Colorado is cited as one of the largest risks to our long-term economic growth according to the lat-
est report from the state economists. | further address this below. This year, the labor market across all regions has normalized some-
what and our region is currently at 0.66 Workers per Job Opening {Page 4}. This may help us out some as we enter 2024 but remember
that 2/3 of one person per open job does not make a happy business owner and that’s IF that worker is qualified for a given position.
Another indicator of a cooling (but still tight) labor market is the fall in Job Openings {Page 3} across the U.S., which stood at 8.7 million.
The “fall” is relative to the highly abnormal level of 12 million in March of 2022, but still elevated compared to the pre-pandemic average
of 5 million openings (since 2006).

There is another contributor to our 2022 lackluster growth rate also tied to the labor market. Due to the structural changes in most de-
veloped nation’s demographics with fewer working-age people relative to retirees, and the labor market volatility of the pandemic,
there was likely more labor hoarding in 2022. Businesses had such a tough time finding qualified labor (or any labor for that matter) that
they were reticent to let go of any workers or reduce hours in fear that it would be tough to find new talent — even if revenue growth
was slowing. At the same time, many employers had to pay higher wages that precisely stem from labor shortages. This, too, would re-
strict business revenues and overall growth.

Our subpar regional growth was also largely attributable to lower in-migration. Our region typically has 10,000 to 11,000 new residents
move into El Paso County each year, but in 2022 we had 3,400 new residents. This, of course, exacerbated the labor shortage and re-
duced the level of consumption that typically goes with new residents. Tied to this is the slowdown in construction precipitated by high-
er interest rates with crimped consumption on the demand side (fewer new residents, and fewer existing residents buying homes), and
crimped production on the supply side (less construction-related expenditures). Interestingly, the construction industry was bumped off
the Top Growing Industries {Page 4} and replaced by accommodation and food (with 11% growth from 2017 Q2 to 2023 Q2).

Lastly, it’s possible that both public and private hiring was boosted by pandemic-related government programs that helped the strong
regional Employment Gains {Page 4} of 10,480 new jobs in 2022 — a level almost double what is needed to match population growth
(5,600). In 2022, finance and insurance, construction, wholesale, and retail trade were industries that saw outright declines in GMP out-
put. Lower rates of growth (compared to 2021) were seen in professional and business services, education, health care and social assis-
tance, and hospitality.

The reality of demographics and higher cost of living are hitting us even faster than | thought. Our state has outperformed the nation in
terms of economic growth rates and employment, so we are fortunate to have a baseline of businesses across many sectors. This is cer-
tainly a comparative advantage, but it will require a pipeline of workers for decades to come. And since “prime working-age individuals”
are typically 25-54, housing affordability is intrinsically tied to future in-migration, labor availability and overall economic vitality.

Which brings me to opportunities in our region. Specifically, the in-migration advantage we are currently projected to have relative to 59
other counties in our state. As the map on the next page shows, between now and 2030, El Paso County is one of the five counties pro-
jected to have robust net migration with between 30,000 and 52,411 new residents. Indeed, our paltry population growth in 2022 is sup-
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posed to resume to roughly 10,000 new residents in 2025 according to
the State Demography Office. | buy this with the caveat that other coun-
ties across the nation have had to sharply reduce population growth esti-
mates due to higher costs of living. That’s the downside. The upside is
that if we indeed can increase our affordable housing stock, we are posi-
tioned as one of the high-growth regions in Colorado and indeed across
the U.S. Let’s meet that challenge, | say.
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And as the next visual shows, attracting and keeping especially child-
bearing age adults will be key within our state as it has been in the past.
Within Colorado, stagnant birthrates relative to deaths are a challenge.
Younger adults between 20 and 39 accounted for the largest share of net in-migrants (60%)
from 2000 to 2020. Past decades of younger residents moving to our state are now coming to
roost with a sudden aging of the population as those 1980s and 90s transient go-getters be-
come retirees. Over the next five years alone, there will be 40,000 annual retirements in Colo-
rado. We currently have 1 million residents aged 65+ (16.4% of the CO population) and will
have 1.6 million (21.1%) by 2050. As the state economic report says, “the 65+ cohort will sim-
ultaneously put downward pressure on government revenue growth as older adults typically
pay lower income taxes due to retirement or fixed incomes, generate lower sales tax collec-
tions through reduced spending, and qualify for more tax benefits such as property tax exemptions like the Senior Homestead Exemp-
tion.” | will add, however, that older Americans have stepped up in terms of working past normal retirement ages as have working-age
women. So, although the overall U.S. labor participation rate is anemic compared to other developed nations, older workers and women
have increased their participation in the past few years, and that has helped. The headwind is more about the tsunami of retirees relative
to previous decades.

Figure 32. Projected Annual Births and
Deaths

80,000 Births

| believe another antidote to these structural changes includes real-time response to changes in the labor market. This includes assiduous
attention to the high-demand skills as reflected by job postings with active local implementation of new training/certification programs
such that business growth can be at its full potential. This, too, was discussed in a recent Gazette article and corresponding local weekly
TV segment where innovations in K-12 and PPSC were both highlighted.

And if | zoom back out and look to 2024 and 2025, | have to say that next year, in particular, will look flat compared to the elevated con-
sumption and growth levels the U.S. has experienced post-pandemic. | see various factors that ensure some level of volatility in inflation
including business owner surveys that show elevated prices paid (which get passed onto consumers), geopolitical threats in gas-
producing regions, a structural housing shortage, and deglobalization. In turn, this ensures that interest rates will not return to zero or
near-zero levels although they will come down roughly a percentage point by the end of 2024. The high U.S. debt means the Treasury will
have to issue more bonds/notes to finance the debt and Treasury yields correlates to the 30-year mortgage rate (meaning we aren’t likely
to see 3% mortgages anytime in the foreseeable future). Lastly, 38% of global GDP economies will have elections in 2024 (more if the U.K.
calls an election) and that too introduces more economic and political uncertainty.

But for us, it really is all relative. In the international economic report we do, | talk about the resiliency of the U.S. economy as compared
to most other developed nations particularly Europe. Despite the pain that has come with higher interest rates and higher debt levels,
the U.S. has fared better than peer nations as Europe will likely be in a recession in 2024. The U.S. GDP growth rate will likely be around
1.0% in 2024 - nothing to write home about — but should resume trend growth of almost 2.0% by 2025. Most households will keep their
jobs with unemployment rates around 4.0%, which is quite low by historical standards. And if Colorado Springs can navigate its growing
pains, we can outperform most other counties in Colorado and across the nation. Modest reductions in interest rates, improving
(University of Michigan) consumer sentiment, and other recent indicators tell me that we may avert recession in 2024 after all, barring
any economic shocks. And even with underwhelming growth, that’s good news. I'll feel especially optimistic if the Michigan Wolverines
beat Alabama on the first day of 2024. Perhaps there are parallels between Michigan football and the U.S. economy? Michigan’s program
has the most total wins in college football history (1,002), most appearances in the final AP Poll (62), and most undefeated seasons (23)
of any D1 program. There are always headwinds and challenges, but like UM football, the U.S. has outperformed its peers, and that alone
is worth celebrating. My very best wishes to you and yours for a healthy, peaceful 2024!

Tatiana & Rebecca

If you wish to unsubscribe from this monthly report, please email rwilder@ddestrategies.org.
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MACROECONOMIC “BIG PICTURE” (PAGE 3)
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*Estimate of real GDP percent change from same quarter a year ago, SA
**If quarterly changes were annualized over the year.
Source: U.S. Bureau of Economic Analysis

Forecasts for U.S. Real GDP and Unemployment (SA)

2022 Actual | 2023 Forecast | 2024 Forecast | 2025 Forecast
Real GDP Growth 1.9% 2.4% 0.9% 1.5%
Unemployment Rate 3.7% 3.6% 4.0% 4.1%

Forecasts by Data-Driven Economic Strategies with input from the Conference Board,
Wells Fargo, Colorado Department of Labor & Employment, and other anecdotal
resources.

Sources: U.S. Bureau of Economic Analysis; U.S. Bureau of Labor Statistics
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Note: Data includes military. Real GMP is adjusted for regional price parity (RPP).
This regional data lags ~23 months.
Source: U.S. Bureau of Economic Analysis

University of Michigan Consumer Sentiment
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Note: Data not seasonally adjusted (NSA) to enable comparisons with counties.
*U-6 includes unemployed, those marginally attached to the labor force, plus those
employed part time who would prefer full-time work.

Sources: U.S. Bureau of Labor Statistics; CO Dept. of Labor & Employment

Source: U.S. Bureau of Labor Statistics; Job openings data lags.

U.S. Consumer Price Index - November 2023

Allitems | Less food & energy
Change from October to
0.1% 0.3%
November 2023 (SA) ° °
Last 12-months (NSA) 3.1% 4.0%

The 2023 Q3 cost of living in the Colorado Springs MSA was 107.9%
the U.S. according to C2ER data provided by the CS Chamber & EDC.
Source: U.S. Bureau of Labor Statistics; all urban consumers (CPI-U)
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LOCAL LABOR MARKET (PAGE 4)

q q El Paso County Quarterly Employees in Top 12 Sectors
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Risk of Automation: L = Low; M = Medium; H = High
Sources: The Conference Board®-Lightcast® Help Wanted OnLine® via Pikes Peak
Workforce Center; CO Dept. of Labor & Employment El Paso County Annual Job Changes
12,500
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Arts, Entertainment & Recreation == 0.9%

Mining (2020) m 0.5% An estimated 5,600 new jobs are needed based upon population

growth and age composition. This QCEW data lags up to three quar-
$- $1,000 $2,000 $3,000 $4,000 $5,000 $6,000 $7,000 $8,000 $9,000 ters and includes public and private employment, but not military-
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approximately 23 months. GMP is the same as GDP for the nation but at the local level.
Source: U.S. Bureau of Economic Analysis

Colorado Springs MSA Lowest & Highest 2022-23 Minli_:rln:m \Aclage & Living Wage 2023 Q2 Average Annual Wages
Earnings with High School Grad Rates, 2022 aso County

for All Industries

Wage/Hr Annualized
School District H.S. Grad Rate | Median Earnings Minimum wage salary for $13.65 $28.392 El Paso County wages are
L Har;is:)n DZD38 80.0% 5;2‘;9268 full-time worker ) ! 9.4% lower than U.S. wages
S 94.0% L Livipeivaredbitisivith $49.16 $102,253 and 15.3% lower than CO wages.
Colorado 82.3% $63,277 1 adult, 2 children ’
Sources: Colorado Department of Education; U.S. |[Living wage: HHs with e Celenly D o)
gseg:qu:teliureau, American Community Survey 5-year 2 adults (1 working), $41.02 $85,322 $69,264 $74,100 $62,764
2 children 2023 Q2 El Paso County Total 307.098
2022 Federal Poverty Level (FPL) Living wage: HHs with Employment (excluding military) !
x .
. — El Pasgoa(f;unty llzlz/ ;iﬁ;:rsen(z working), $26.74 $55,619 *Estimated military emplovment
% people a or below .3% .6% .
Note: FPL in 2022 was $18,310 for an individual and $27,750 *Living wage is for each working adult. For specifics, go to in 2021 (and % of total 2021 EPC | 61,489 (17.4%)
for a family of four. livingwage.mit.edu. who are military).

*QCEW data does not include military-related employees. Military employment includes USAFA, Schriever, Fort Carson, Peterson & Cheyenne Mountain. Data from the instal-
lations is delayed so this is still 2021 employment.

Sources: U.S. Bureau of Labor Statistics and Colorado Department of Labor and Employment, QCEW; Local military installations; U.S. Census Bureau, American Community
Survey 1-year estimates; U.S. Department of Health & Human Services; MIT Living Wage Calculator
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DEMOGRAPHICS (PAGE 5)
oo 2022 Population by Age Group Population Estimates
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REAL ESTATE (PAGE 6)

Pikes Peak Region New & Existing
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Pikes Peak Region
Residential Building Permits
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*The methodology for “healthy permits” now includes single-family and multi-family
dwellings needed if we incorporate both population growth and the existing shortage
of housing between 2023 and 2028. These calculations by Data-Driven Economic
Strategies incorporate research by Common Sense Institute and input from the Colo-
rado State Demography Office.

The National Association of REALTORS® has calculated that the U.S. has underbuilt
roughly 6.5 million homes since the Great Recession.

Source: Pikes Peak Regional Building Department

Colorado Springs Quarterly Vacancy Rates & Rents
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Sources: CoStar Group™; Olive Real Estate Group, Inc.

Median Existing Single-Family Home Price

2023 Q3

. Colorado . United
Location . Denver Boise
Springs States
Price $466,300 | $673,000 | $485,900 | $406,900
1-year 0.9% 1.1% 0.4% 2.2%
% Change | increase | increase | increase | increase
MSA Rank 45 17 36 n/a
Sources: National Association of REALTORS®
2023 Q3 Housing Opportunity Index
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Colorado Springs is down from 71.4% in 2019 Q3.
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*Most recent Pueblo data is not available so Pueblo HOI above is still 2022 Q3.
Notes: The Housing Opportunity Index (HOI) is defined as the share of homes sold in
that area that are affordable to a family earning the local median income, based on
standard mortgage underwriting criteria. It includes new and existing homes.
Sources: National Association of Home Builders; Wells Fargo

Apartment Rental Information

Colorado Salt Lake
. Denver .
Springs City
Market
Conditions Soft Soft Soft
2023 Q3
Vacancy Rate 0 o o
2022 Q3 9.5% 6.6% 8.5%
Vacancy Rate 0 o
2023 O3 11.0% 8.0% 10.6%
Average Rent
202203 51,474 51,823 51,603
Average Rent
2023 O3 $1,440 1,834 $1,580

Source: U.S. Department of Housing & Urban Development (HUD), U.S. Market Con-
ditions report
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TAXATION, VEHICLE SALES, AIR QUALITY, AND TOURISM (PAGE 7)

Note: Luxury utility categories (all terrain, camper trailer, trailer coach and trailer
utility) are not included in graph line above, but % change in this category is noted in
the text box.

Source: Colorado Interactive LLC

2022 Air Quality

Colorado Springs* | U.S. Standard
Carbon Monoxide (CO) Concentration (ppm) 0.9 9.0
Particulate Matter (ug/m®) 4.50 12.00
Ozone (ppm) at USAFA 0.74 0.70
Ozone (ppm) at Manitou Springs 0.74. 0.70
Sulfur Dioxide (SO,) (ppb) 5.4 75.0
“Locations of CO at 690 W. Hwy 24; Particulate Matter at Colorado College; SO at Hwy 24

Source: Colorado Department of Public Health & Environment

CRIME & SAFETY (PAGE 7)

425 Colorado Springs 2% Sales & Use Tax Collection Colorado Springs Airport Enplanements
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Source: City of Colorado Springs Source: Colorado Springs Airport
El Paso County New Vehicle Registrations Tourism Spending, El Paso County
(Without quury uti“ty) $2,500,000,000 Total Direct Employment:
3500 17,100 workers (+8.6% from 2021) 220
$ 3,000 $2,000,000,000 2022 Total Direct Tax Receipts: $134.8m
© = 13.0% from 2021
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Note: Direct travel includes day and overnight visitors.

Source: Colorado Tourism Office

Hotel Occupancy Rate
November 2023

Hotel RevPAR*

November 2023
Colorado Springs | Denver |Colorado Colorado Springs | Denver |Colorado
55.7% 59.9% 55.7% $63.44 $86.34 $80.57

*RevPAR measures hotel revenue by taking the average room rate times hotel occu-

pancy.

Source: Colorado Hotel & Lodging Assoc., Rocky Mountain Lodging Report

- Homicides per 100,000 Inhabitants
K} Actual Homicides in 2011: Actual Homicides in 2021:
g ° [|us:16010 U.S.: 25,761
= Colorado: 189 Colorado: 362
§ Colorado Springs MSA: 33 Colorado Springs MSA: 72
g 7 M United States ™ Colorado = Colorado Springs MSA
g 6
Q
8
- 5
K]
E 4
o
X
5 3
i,
13
S
z 1
o = 2 = = = 2 2
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Source: United States Department of Health and Human Services, Centers for

Disease Control and Prevention, National Center for Health Statistics, Underlying
Cause of Death on CDC WONDER online Database.

2021 Mortality Rates d

Canada

Germany Italy

Japan

e to Homicide per 100,000 Population

2.1

0.8 0.5

0.2

Source: UN Office on Drug and Crime’s International Homicide Statistics database
through The World Bank and World Population Review

Traffic Fatalities

16 mU.S. m Colorado
@ Actual Fatalities in 2022*:
g' 14 U.S.: 42,795
& 12 El Paso County: 83
o
8 10
o
S 8
& 6
wv
(]}
2 4
: I
s 2

0

2006 2011

2021

m El Paso County

2022

Sources: National Highway Safety Administration; Colorado Department of Transpor-
tation; World Bank; U.S. Census Bureau; Colorado State Demography Offices; Data-

Driven Economic Strategies

Note: “Each year when Crime in the United States is published,
some entities use reported figures to compile rankings of cities and
counties. These rough rankings provide no insight into the
numerous variables that mold crime in a particular town, city,
county, state, or region. Consequently, they lead to simplistic and/
or incomplete analyses that often create misleading perceptions
adversely affecting communities and their residents. Valid
assessments are possible only with careful study and analysis of
the range of unique conditions affecting each local law enforce-
ment /ur/sdtcuon The data user is, therefore, cautioned against
data of i porting units from cities,
metropolitan areas, states, or colleges or universities solely on the
basis of their population coverage or student enrollment.”
- Federal Bureau of Investigation

Sworn Police Officers
Per 10,000 Inhabitants in 2022

Colorado Springs MSA 7.1
Cities with Population 500,000 21.2
999,999 )

Sources: Federal Bureau of Investiga-
tion, Uniform Crime Report; U.S. Census

Bureau, Population Division

Return to highlights
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Data updated on 12/28/2023.
Contact Rebecca Wilder at rwilder@ddestrategies.org.
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