El Paso County Economic & Workforce Progress Report (EPR)

Highlights—January 2023

Hello! Below you have the highlights for the January EPR (Economic Progress Report). The last page of the report shows that
DDES (Data-Driven Economic Strategies, our nonprofit) is up to 22 sponsors with a diverse representation of industries. We are
not only thankful for their generous support, we are also thankful for their partnership. | periodically reach out to them to gauge
what’s happening within their industry and business. It helps inform my work when | write, present, or do the weekly Fox21 piec-
es. We are also starting to connect some of our supporters to the high schools we are working with to build out or bolster career
technical education (CTE) programs for high-demand jobs. Good stuff.

Gross Domestic Product, or GDP {Page 3} was released last week and in 2022 Q4, the U.S. economy grew 1.0% compared
to the same quarter last year (2021 Q4). This is a bit lower than the third quarter (2022 Q3), which grew 1.9%. If we annualize
the 4™ quarter growth, GDP would grow 2.9%, which is the second data point in the textbox. This is the more common
“headline” metric you'll see in the media. | look at both the quarterly and annualized values although | pay more attention to the
quarterly changes because a) | can see the change between the two most recent quarters and that tells me the direction of the
change, and b) one quarter that’s annualized doesn’t necessarily mean the rest of the year will follow suit to that one quarter.
With the 2022 Q4 data now in, we know that for all of 2022, U.S. GDP grew by 2.1% and that’s quite a bit lower than 2021’s
GDP growth rate of 5.9% (which was largely fueled by monetary and fiscal stimulus spurred by the pandemic).

The modest growth we did have in the 4™ quarter of 2022 reflected increases in private inventory investment, consumer spend-
ing, federal, state, and local government spending, and nonresidential fixed investment. It’s worth mentioning that some of the
increase in nonresidential investment is for the building out of manufacturing plants in the subsector of computer/electronics (up
16.3% in December). What's fascinating is that this increase is for new fa- Private Computer/Electronic/Electrical Manufacturing
cilities that make electric vehicles and also semiconductors as the graph Construction put-in pace

shows. This represents both a relatively new innovation that’s taken off .

(EVs) and the re-shoring of existing technologies (semiconductors). This is
very positive for a plethora of reasons, including more opportunities for
manufacturing jobs. One of the reasons the male labor participation rate | s«
has fallen so much over the past few decades is the closing of 70,000 fac-
tories in the U.S. during the 1960s and 1970s. Those factories had livable | **
wage jobs that did not require bachelor’'s degrees. We still need those op-
portunities as 65% of the U.S. population ages 25+ does not have a Bach-
elor’'s Degree {Page 5} or higher. | wrote an article about the shocking 510
decline in prime working-age labor participation for males and you can
read that here or watch the shorter TV version. Overall, construction for 0 es o7 99 01 52 05 0 0 11 13 15 17 10 1
U.S. manufacturing facilities is up 43.2% year over year, and | love that. Source: U.S. Department of Commerce and Wells Fargo Economics
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There were also components of GDP that negatively impacted the headline number. These included residential fixed investment
and exports. | don’t think anyone is surprised by the fall in residential fixed investment, which has declined for six straight
months, as home construction has significantly slowed. The details are important, however. It is primarily single-family construc-
tion that has seen sharper declines while multi-family is still holding up. For the entire construction industry (residential and non-
residential), however, most experts are forecasting further declines due to high financing costs. The decrease we are seeing in
building permits today certainly validates that.

Consumer Sentiment {Page 3} improved quite a bit in January (64.9) compared to December (59.7). This is mostly due to
what consumers are seeing and hearing about Inflation or CPI {Page 3} coming down alongside the wage increases many
people have experienced. Inflation came down to 6.5% in December from 7.1% in November, year-over-year. This, of course,
improves prospects for their “real,” or inflation adjusted earnings. If indeed inflation continues to cool and consumers have
locked in any wage increases they’ve received, they are indeed better off. In 2022, despite some of the headline double-digit
wage increases, real earnings over the past year have declined 1.7% because of inflation. Wages are “sticky,” so past increases
aren’t likely to be taken away, and workers/consumers know that.

I've been showing in a lot of presentations lately, that revolving credit has been increasing in the U.S., which tells me that some
households are paying for higher prices with credit cards or personal or home equity loans. This isn’t surprising given that sav-
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ings rates are now down to 3.4% versus 9.1% in January of 2020. Although delinquencies have only edged up a bit, it’s still con-
cerning to me because savings represent the cushion people have when we have an economic downturn and some layoffs. It’s
also concerning because the prime interest rate was up to 7.27% in December versus 6.95% in November (and 3.25% in April
2022). This means consumers are paying more in interest payments.

U.S. Job Openings {Page 3} came down slightly in November to 10.46 million (from 10.51m in October). As the graph shows,
even with some of the decreases we’ve had in job openings over the past few months, openings are still historically very high. In
November, job openings increased in professional and business services (+212,000) and nondurable goods manufacturing
(+39,000). The number of openings decreased in finance and insurance (-75,000) and in federal government (-44,000). In this
current economic slowdown, the two industries that are seeing more layoffs are both finance and insurance, which is a large
industry in terms of employment, and tech, which is a small industry in terms of employment even though it’s in the headlines a
lot. Many of those tech layoffs are a boon for tech companies that are still growing as they have had extreme difficulty in finding
talent. In other words, most tech workers are getting “snatched up” pretty quickly. By contrast, the finance portion of the finance
and insurance industry often suffers during times of increased interest rates. That’s a cyclical thing. Across all industries in the
U.S., there is still roughly 0.6 of a worker available for each open position.

Overall, Unemployment Rates {Page 3} fell for all regions from November to December of last year: U.S. from 3.4% to 3.3%,
CO from 3.3% to 2.8%, and El Paso County from 3.6% to 3.0%. All those unemployment rates are incredibly low if you recall
that the “natural rate” of unemployment is around 4.0 - 4.5%. The U.S. rate of 3.3% is the lowest we have seen since 1969.

Home Sales {Page 6} in the Pikes Peak region fell in December to 851 from 936 in November. Residential Building Permits
{Page 6} for single-family homes also declined significantly in December (to 91) from 144 the month prior. Multifamily permits
declined to 420 in December from 517 in November. If we compare 2021 total SF and MF permits, to 2022 levels, there has
been a 5.4% decline. | don’t think anyone will argue that 2023 is going to have a sharper decline in local, residential construc-
tion. It is worth noting, however, that both architecture and construction surveys are showing some more recent upticks in confi-
dence in their outlook for 2023. It's mostly due to 30-year mortgage rates coming down from a high of roughly 7.0% to 6.13% as
of last week. Some of the renewed optimism is also due to the feeling that the Fed may only increase rates one more time and
by 0.25%, which was not the assumption a few months ago. Also, residential builders have seen more foot traffic in models be-
cause of the moderation in mortgage rates. The simple fact that prospective buyers surface when rates come down a little bit
tells me that there is still very healthy home buying demand. When interest rates do come back down, builders and agents will
be quite busy again. The 2022 Q4 home prices are not yet out, so | will include that in next month’s narrative.

Commercial Real Estate {Page 6} did not have major changes in prices, but vacancy rates fell across all categories. In 2022
Q4 office vacancy rates declined to 9.1% compared to 9.8% in Q3. Medical Office vacancies fell to 8.4% versus 9.5% in Q3.
Retail vacancies fell to 4.4% in Q4 from 4.6% in Q3, and industrial vacancies fell to 6.3% from 6.5%. The data represents all
classes of properties (from lower quality to downright bougie) so lease rates may appear a bit off. | am currently investigating
whether there is another data source that | can use with reliable detail that perhaps | can rotate in and out of the monthly re-
ports. I'll keep you posted and thank you, Ron Fitch, for reaching out.

Lastly, Enplanements {Page 7} were up over 27% at our local airport comparing all of 2019 to 2022, which is amazing. In fact,
the CS airport had the highest amount of traffic in 22 years with more than a million passengers. Congratulations, Greg, Joe,
and your entire team! Similarly, although local tourism is lower in the winter months, overall, hotel profitability was up 21.4% in
December 2022 compared to December 2019. More good news.

The state has changed their license for the job posting information and we are looking at the new source carefully before we
publish anything. So, stay tuned for next month’s labor market information, which will have updates.

Thank you and have a great week,

Tatiana (tbailey@ddestrategies.org) & Rebecca (rwilder@ddestrategies.org)

If you wish to unsubscribe from this distribution list, please reach out to either email address above.
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MACROECONOMIC “BIG PICTURE” (PAGE 3)

14%
12%
10%
8%
6%
4%
2%
0%
-2%
-4%
-6%
-8%
-10%

Real Growth in GDP vs. Year Ago

Q4: 1.0%* | —
Q4: 2.9%** —

20190 -OOA

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

U.S. Consumer Price Index - December 2022
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LOCAL LABOR MARKET (PAGE 4)
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An estimated 5,600 new jobs are needed based upon population
growth and age composition. This QCEW data lags up to three quar-
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High School Grad & Earnings, 2021 for All Industries
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Sources: U.S. Bureau of Labor Statistics and Colorado Department of Labor and Employment, QCEW; Local military installations; U.S. Census Bureau, American Community
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DEMOGRAPHICS (PAGE 5)
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REAL ESTATE (PAGE 6)
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The National Association of REALTORS® has calculated that the U.S. has underbuilt
roughly 6.5 million homes since the Great Recession. Data-Driven Economic Strategies
has calculated a local shortage of 12,351 homes.

Source: Pikes Peak Regional Building Department

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
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TAXATION, VEHICLE SALES, AIR QUALITY, AND TOURISM (PAGE 7)
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Hotel Occupancy Rate Hotel RevPAR
2021 Air Quality December 2022 December 2022
Colorado Springs* | U.S. Standard Colorado Springs | Denver |Colorado Colorado Springs | Denver | Colorado
Carbon Monoxide (CO) Concentration (ppm) 11 9.0 49.1% 53.0% 52.8% 553 60 566 75 $103 05
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*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)

T - Homicides per 100,000 Inhabitants
%’_ Actual Homicides in 2010: Actual Homicides in 2020:
g 9 [ |us:1a722 U.S.:21,570
& gL Colorado: 120 Colorado: 294
§ Colorado Springs MSA: 23 Colorado Springs MSA: 47
o 7
g m United States » Colorado = Colorado Springs MSA
g 6
o
3
s 5
K]
£ 4
S
I
s 3
i,
£
S
2 1

0

2010

2011 2012* 2013 2014 2015 2016 2017 2018 2019 2020

*2012 data for the Colorado Springs MSA is from the Centers for Disease Control &
Prevention.

Source: Federal Bureau of Investigation, Uniform Crime Report

2020 Mortality Rates due to Homicide per 100,000 Population

United
Canada | German Ital Japan
E g - States
2.0 0.9 0.5 0.3 6.5

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

Traffic Fatalities
16 mU.S. m Colorado
Actual Fatalities in 2021*:
U.S.:42,915
El Paso County: 77

14
12

2006 2011 2020 2021
Sources: National Highway Safety Administration; Colorado Department of Trans-
portation; World Bank; Colorado State Demography Offices; Data-Driven Economic

Strategies
Sworn Police Officers
Per 10,000 Inhabitants in 2021

M El Paso County

Fatalities per 100,000 People

o N b O

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/ City of Colorado Springs 15.7
or incomplete analyses that often create misleading perceptions Colorado Springs MSA 71
adversely affecting communities and their residents. Valid Cities with Population 500,000

assessments are possible only with careful study and analysis of 999.999 22.7
the range of unique conditions affecting each local law enforce- 2

ment jurisdiction. The data user is, therefore, cautioned against
comparing statistical data of individual reporting units from cities,
metropolitan areas, states, or colleges or universities solely on the
basis of their population coverage or student enrollment.”

- Federal Bureau of

Source: Federal Bureau of Investigation,
Uniform Crime Report

Return to highlights 7




El Paso County Economic & Workforce Progress Report (EPR)
PIKES PEAK

WORKFORCE CENTER

banking for good kS| A proud partner of the AmericanjobCenternetwork
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——— 50 YEARS AND COUNTING ——
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e, THE
O|NEIL group

FOR TECHNOLOGY

Council of Governments

gy
(4 Jeetize: VECTRABANK
AV of AURORA Pikes Peak Area
Communities Working Together
visit
COLORADO

EASTERN » SPRINGS.

W S0 AKX | PPAR

PIKES PEAK ASSOCIATION OF REALTORS®

A

WIDEFIELD SCHOOL DISTRICT 3

EL Paso @) CounTy
EL Paso 2/ PIKES PEAK
COLORADO

THANK YOU!

Data updated on 01/27/2023.
Contact Tatiana Bailey at thailey@ddestrategies.org or Rebecca Wilder at rwilder@ddestrategies.org. 8
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