El Paso County Economic & Workforce Progress Report (EPR)

Highlights—February 2023

Hello! Here you have the data points that stand out to me as most relevant for the February EPR (Economic Progress Report).

Consumer Sentiment {Page 3} increased to 67.0 in February, up from 64.9 in January. Despite all the economic uncertainty, consumer con-
fidence is up for the third consecutive month and is now 17 points above the low point in June 2022 when gas prices skyrocketed. Wealthi-
er consumers with larger stock holdings had the large increases in sentiment and those (bougie) consumers pulled up the overall sentiment
index. As the graph shows, despite the more recent improvements, consumer confidence is still about 20 points below its historic average,
and this is due mostly to inflation and uncertainty about the economy. Consumers are also asked about their inflation expectations, which
are remarkably prescient if we look historically. In the short term, consumers expect inflation to run at about 4.0%, and in the long term at
about 3.0%, which would still be higher than the Fed’s target of 2.0%. There is chatter amongst economists that perhaps the “new normal”
for inflation will end up closer to 3.0% given the numerous, seemingly embedded root causes of inflation.

Speaking of inflation, U.S. Job Openings {Page 3} increased significantly in December to 11.0 million from 10.4 in November (this data lags).
This was one of the many recent labor-related metrics that surprised to the upside. You might think this has to do with the holiday season,
but this data is seasonally adjusted. Quits, layoffs and discharges changed little. There has been quite a bit in the media about layoffs at
larger institutions primarily in the tech and finance industries, but tech, in particular, comprises less than 5% of the total workforce. And in
this field as well as others, the December report shows that job openings increased for smaller businesses (<250 employees) but decreased
for larger employers (>5,000 employees). Indeed, there are anecdotal reports of employers with tech worker needs who say the headline
layoffs have been a boon to them since they have been able to snatch up some of those workers.

Total U.S. nonfarm payroll employment rose by 517,000 in January, and the U.S. Unemployment Rate {Page 3}
changed little at 3.4%, which is the lowest it’s been since 1969, which is as absurd as the hairdo (see photo). This phe-
nomenal job growth was across many industries, although the industries that increased the most were leisure and
hospitality, professional and business services, and health care. Leisure and hospitality and health care are both in-
person, service-related industries that lost many workers during the pandemic and that have struggled to lure work-
ers back. | talk (probably too much) about the longer-term, structural reasons for our labor shortages, but you can
learn more about the magnitude and reasons behind the U.S. workers shortage in a recent Bloomberg article. | don’t
think that employment numbers will be this high in coming months because overall | do think the economy and hiring
will cool a bit primarily due to the inflationary pressures on employers and the higher cost of financing (e.g., higher
interest rates) for both employers and consumers. Also, the January blockbuster hiring did have some one-offs such as the return of gov-
ernment workers from a strike. Please note that the unemployment graph on page 3 shows the not-seasonally adjusted unemployment
rates simply because local rates are only published on a not-seasonally adjusted basis. And the most recent data (e.g., January 2023) has
not yet been provided by the Colorado Department of Labor and Employment for the state and our region because they are working on
revisions.

In terms of our local labor market, Job Openings {Page 4} juxtaposed to the number of unemployed people in December 2022 did reflect
an even tighter labor market with 0.54 available workers for each open position (down from 0.60 available workers in November). This is
roughly the same as our state. If you are an NPR/CPR person, you can hear an interview | did with them regarding the tight labor market,
which will air this Wednesday, March 1% on Colorado Matters at 9 a.m. and 7 p.m. as well as Sunday at 10 a.m.

The Consumer Price Index {Page 3} also edged up in January, much to the chagrin of the Federal Reserve. I’ll admit I've been on the fence
regarding the pace at which inflation will abate. This recent inflation report makes me lean towards the inflation-is-going-to-come-down
slowly camp, which is in line with historic inflationary trends. In a recent segment, | address the declining population in China and how that
will impact inflation in the medium and longer term. It’s all connected, isn’t it?

Specifically, CPI rose 0.5% in January on a seasonally adjusted basis, after increasing 0.1% in December, which is in the opposite direction
the Fed was hoping for. Over the last 12 months, CPI has increased 6.4% before seasonal adjustment. The index for shelter accounted for
about half of the monthly increase, although the indexes for food, gasoline, and natural gas also contributed. The food index increased
0.5% over the month with the food at home index rising 0.4%. The energy index increased 2.0% over the month as all major energy compo-
nent indexes rose over the month. As an aside, my husband and | were visiting our son at college in southern California over the weekend
and | sent a message to the other four kids after buying him groceries. | told them we spent all their inheritance stocking up their brother’s
fridge and buying gasoline for the rental, so sorry.

So, what does a still-hot labor market and stinging inflation equate to? More interest rate hikes and probably through the remainder of the
year. If indeed current trends hold the Federal Reserve will need to be more aggressive to tamp down on the current 6.4% inflation rate.
And even when jobs numbers moderate and if inflation rates slowly start coming down, the sheer magnitude of labor shortages and price

Page 6 - Real Estate
Page 7 - Taxation, Vehicles, Air & Tourism
Page 7 - Crime & Safety

Page 3 - Macroeconomic “Big Picture”
Page 4 - Local Labor Market
Page 5 - Demographics

Data-Driven Economic Strategies

For past reports go to https://www.ddestrategies.org/.



https://www.bloomberg.com/news/articles/2023-02-24/millions-of-us-workers-are-still-missing-after-the-pandemic-where-did-they-go
https://www.fox21news.com/news/economic-update/economic-update-population-growth-and-the-economy/
https://www.ddestrategies.org/
https://www.ddestrategies.org/

El Paso County Economic & Workforce Progress Report (EPR)

increases over the past 2.5 years means that the Fed will have to keep an aggressive stance in terms of higher interest rates. Most econo-
mists are calling for two more 25 basis points (0.25%) increases in Interest Rates {Page 3} to cool the consumer’s appetite for buying
(which fuels inflation). There is even some chatter about a possible 50 basis point increase for the March Fed meeting. Another interesting
data point feeding this narrative was the just-released U.S. new home sales, which leapt 7.2% in January — also unexpectedly. Existing U.S.
home sales were, by contrast, weak, and | believe that it’s because residential construction companies are offering incentives such as mort-
gage buydowns where the builder pays the difference between the higher and lower interest rate for a fixed amount of time. By contrast,
existing homeowners are traditionally reticent to accept lower prices for their homes.

Revolving Consumer Credit

Aside from higher interest rates, another fallout from higher prices is eroding income levels. s1a00
Despite the increases in wages over the past three years, “real,” or inflation-adjusted wages |5, ,,
have fallen. Real hourly earnings are down 1.8% comparing January 2022 to January 2023. It’s §s1,ooo
interesting to me that real average hourly earnings have declined and yet consumers are still . 5800
spending. The savings rate is also below pre-pandemic levels (down from 9.1% to 4.7%) but did s600
hit a low of 2.7% last June when gas prices spiked. Consumers are borrowing more particularly z:z:
on credit cards (see graph). Delinquency rates are also edging up although not at alarming

rates thus far.
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If we look at local Sales and Use Tax {Page 7}, it’s safe to say that local consumers and businesses are also still spending. Comparing Janu-
ary 2020 to January 2023, sales and use tax revenues are up 35.1%. As the graph shows, these local government revenues have been on an
upward trajectory for several years and this is reflective of a growing economy. New Vehicles Sales {Page 7} in our region, however, are a
different story. EPC new vehicle sales had a significant drop in January with the lowest number of new vehicles sold we could find on record
(dating back to 1992). This is largely due to the higher financing costs. Luxury vehicles, however, were still up by 45.4% compared to Janu-
ary 2020. Reminds me of what my Michigan car executive friend told me a year or so ago, “Profits are off the charts, and it’s mostly be-

cause of the one percenters who are still buying high-margin vehicles.” 2022-23 Minimum Wage & Living Wage
El Paso County

Eroding earnings and more credit card use is also reflected in our regional Living Wages {Page Wage/Hr Annualized
4}. The updates from MIT incorporate that the Colorado minimum wage went up in January to |Minimum wage salary for $13.65 $28,392

full-time worker
Living wage: HHs with

$13.65 per hour ($28,392 annualized) from $12.56 per hour (526,125 annualized) in 2022, an

increase of 8.7%. But if we look at the various household size categories, the annualized in- |1adul, 2 children Sl _—
creases ranged from roughly 7% to 12%. The table is in your dashboard, but for quick refer- |Living wage: HHs with
ence, I’'m showing it on your right 2 adults (1 working), LT S8
’ 8 y ght. 2 children
L . ) . . ivi : ith
Keeping in line with the theme | mentioned above regarding shelter as the largest contributor ;":ﬁgfgé::;\% $26.74 $55,619

to inflation we have the local Housing Opportunity Index {Page 6} which declined even further |[2children | i
to an astounding 18.0% (of homes sold in the region affordable to the median household in- ,T’;f,;"f,;;‘;";}iﬁ’f“‘" warking odult Forspecis. go to
come) in 2022 Q4 — down from 24.9% in 2022 Q3. Even more startling is the reduction from

2019 Q3, which had an index of 71.4%. It’s no wonder that living wages have shot up the way they have both locally and across the U.S. The
only way | see a material improvement in housing affordability is a material increase in the construction of homes in the medium and lower
prices ranges. This will call for an all-of-the-above approach, which includes more standardization in the way we build including more mod-
ular homes, re-zoning, more density particularly urban infill using apartments and townhomes, tiny homes, more creative financing options

and more public/private programs particularly for first-time and lower-income home buyers (to name a few tactics).

It’s also worth noting that our Housing Opportunity Index is now lower than Salt Lake City, which used to be lower than ours. But as my
husband says, great skiing, but who would want to live in a city where booze is hard to find and they don’t serve doubles?!?

Some other good reasons to be in Colorado Springs? Greg Phillips continues to work hard at bringing new direct flights to our region, and
our family is a direct beneficiary with the new Burbank/LA to Colorado Springs flight. Our college son who we were visiting over the week-
end is 20 minutes from Burbank. | told Rory that momma is doing some surprise visits (and his enthusiasm wasn’t what | thought it would
be). Local Enplanements {Page 7} are up 11.3% from a year ago and 20.8% from January 2020. Similarly, local hotel profitability as meas-
ured by Hotel RevPAR {Page 7} was up in January 2023 (+11.3%) from a year ago and up 20.8% from January 2020.

That’s it for now. | hope you have an amazing week and great month of March!

Tatiana (thailey@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)
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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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U.S. Consumer Price Index - January 2023
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LOCAL LABOR MARKET (PAGE 4)

El Paso County Quarterly Employees in Top 12 Sectors
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DEMOGRAPHICS (PAGE 5)
je 2021 Population by Age Group Population Estimates
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REAL ESTATE (PAGE 6)
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TAXATION, VEHICLE SALES, AIR QUALITY, AND TOURISM (PAGE 7)
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C & >5 > c 5 >35 9> c s >35 a9 > c cC 5 >5 > c 5 >35 > c 5 >5 9 > c
55523585353 8852335835 2233322353823 82388+%
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 text box.
Source: U.S. Bureau of Economic Analysis Hotel Occupancy Rate Hotel RevPAR
ST January 2023 January 2023
ir Quali "
CoradoS B LS. Standard Colorado Springs| Denver |Colorado| |Colorado Springs| Denver |Colorado
Carbon Monoxide (CO) C (ppm) 1.1 9.0 50.2% 55.5% 55.6% $55.95 $71.17 | $107.50
Particulate Matter (ug/m’) 5.97 12.00 *RevPAR measures hotel revenue by taking the average room rate times hotel occu-
Ozone (ppm) at USAFA 0.73 0.70 pancy.
Ozone (ppm) at Manitou Springs 0.73 0.70 Source: Colorado Hotel & Lodging Assoc., Rocky Mountain Lodging Report
Sulfur Dioxide (SO;) (ppb) 10.1 75.0

*“Locations of measurements: CO at 690 W. Hw y 24; Particulate Matter at Colorado College; SO, at Hwy
Source: Colorado Department of Public Health & Environment

CRIME & SAFETY (PAGE 7)

Homicides per 100,000 Inhabitants

10
Actual Homicides in 2010: Actual Homicides in 2020:
2 U.S.: 14,722 U.s.: 21,570
g L | Colorado: 120 Colorado: 294
Colorado Springs MSA: 23 Colorado Springs MSA: 47

u United States m Colorado

= Colorado Springs MSA

Number of Homicides per 100,000 People

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 | Germany Italy Japan 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

m El Paso County

Actual Fatalities in 2021*:

e US.: 42,915
El Paso County: 77

2006 2011 2020 2021

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

[uy
N

Fatalities per 100,000 People
o

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/
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 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

orn Police O

Per 10,000 abita 0
City of Colorado Springs 15.7
Colorado Springs M SA 71
Cities with Population 227
500,000-999,999

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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G5, CATALYST _uchealth
CAM P U S
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Council of Governments
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(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 02/24/2023.
Contact Tatiana Bailey at tbailey@ddestrategies.org or Rebecca Wilder at rwilder@ddestrategies.org. 8
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