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Agenda

* Global and Domestic National Economic Issues
« Challenges for the Colorado Springs Area

» Scenario Analysis

» Employment Effects

» Operation 6035 and Building a Telecomm Cluster
» Forecast

Global Issues

« Revolutions/Unrest Among Arab Nations
— Oil spikes

» Japan — Earthquake and tsunami
— Disruption in the supply chain

» The PIGIS

» Basel lll

» Dodd-Frank Bill

» Budget Control Act of 2011




Weak Domestic and Global Economies

* Global Indicators « Domestic Indicators
— Inflation — Purchasing Managers
— Unemployment Rates Index
- GDP — Durable Goods
— Unemployment Rate
— S&P 500
— GDP
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Key Indicators by Country and Region
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Purchasing Managers Index
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New Orders for Durable Goods SA
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S&P500 Performance
Over the Last Two Bear Markets
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Real Growth in GDP vs. Year Ago
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N Ca Unimmly of Crivmin

GDP, Gross State Product (GSP) and
Gross Metro Product (GMP)
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Challenges in the Colorado Springs Area

» Gross Metropolitan Product

» Federal Expenditures

e Military

e Primary Employers

« Employment and Income Trends

» Sales and Use Taxes

« Employment and Population Projections
e Housing
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* ACloser Look at GMP

« Military

» Primary Employers

e Income

¢ Sales Tax Collections

* Employment & Population Projections
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Colorado Springs MSA: GMP Final
Demand Share (2008)

Total 26.75

-1.44 Institutional Sales

-28.32 Imports
Exports 17.69
Capital 4.19
Federal Government 13.64
State/Local Governments 3.07
Households 17.92
-40 -30 -20 -10 0 10 20 30
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Source: Implan and UCCS Forum




Federal Expenditures in El Paso
County by Source: 2009 ($Billions)

21st Theater Army Area Command 3.32
Department of the Air Force IEEEE—————— 2 .53
Federal Housing Administration | IEEG_—_—_—_———_ 1.08
Social Security Administration IS 1.03
Medicare and Medicaid Services I 0.64

Federal Emergency Management Agency
Ballistic Missile Defense
Veterans Benefits Administration
Department of Education
Office of Personnel Management
Postal Service
Student Financial Assistance Programs
Food and Nutrition Service
Federal Highway Administration
Navy Department
Small Business Administration
Other
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Military Employment in El Paso County
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Employment in El Paso County Cluster Industries
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El Paso County Wages in Cluster Industries
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Employment Trends
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Per Capita Personal Income: 1970-2010

50000
45000
40000
35000
30000

25000 —Us.
20000 =—Colorado
—El Paso

15000
10000
5000

1974
1976
1978
1980
1982
1984
1986
1988
1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
2010




Colorado Springs Sales & Use Tax

(Blue is in millions, Red is per capita, real and indexed to 2001=100)
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« Population and Employment Projections

« Multipliers
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Employment Projections
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El Paso County: Employment and
Population Growth and Projections
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Multipliers by Sector
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Scenario Analysis
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Actual and Projected Multipliers
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e Operation

Employment and Its Effects

» Employment and Income

« Employment and Its Effects on Housing
e Macro and Micro Perspectives

¢ The Recovery

6035

* Cluster Development

11



Employment Growth and Housing Prices:
(Mar-Nov 2001 = 100)
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Home Sales
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Single and Multi-Family Permits
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El Paso County Foreclosure Proceedings
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Housing Affordability
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Multifamily and Commercial Property

Multi-Family Rents and Vacancy Rates

in El Paso County
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Industrial, Shopping Center and Office
Vacancy Rates
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Operation 6035 — Key Sectors

o Aerospace, defense and homeland security
o Software and information technology

o Renewable energy and energy efficiency

e Sports and related industries

o Emerging industries, entrepreneurs

10/17/2011
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Location Quotients; Employment, Income and Tax Multipliers for Select Operation 6035 Sectors
bperation 6035 Sectors Location Employment Income Tax Overall
Quotient | Rank | Multiplier | Rank |Multiplier| Rank |Multiplier| Rank | Rank
334 Computer & electronic mfg 273 1 817 1 426 1 046 7 2
511 Publishing except internet 224 2 471 4 283 10 071 12 3
813 assoc and orgs 184 3 271 10 318 4 057 15 5
J451 Sporting goods, hobby .. stores 16 4 154 19 222 13 271 1 8
541 Professional and tech services 155 5 239 12 177 21 077 9 9
517 Telecommunications 152 6 5155 2 3.37 3 148 5 1
339 134 7 17 18 222 13 04 20 19
238 Specialty trade contractors 131 8 204 16 1.97 18 065 13 16
713 Amusements, and recreation 121 9 208 14 306 7 139 6 7
621 Ambulatory health care 114 10 246 u 221 15 071 u 9
332 Fabricated metal product mfg 101 1 297 9 244 u 049 16 9
711 Performi sports 0.99 12 139 2 202 16 162 4 13
237 Heavy/civil engineering cons 093 13 206 15 2 17 062 1 19
611 Educational services 09 1 154 19 1.87 20 083 7 2
518 Data processing, hosting & services 08 15 333 6 402 2 073 10 6
423 Merchant wholesalers, durable gds 0.67 16 182 17 225 12 258 2 12
221 Utilities 067 16 501 3 304 8 227 3 4
551 of companies 026 18 308 8 1.93 19 077 8 13
335 Electrical equipment mfg 025 19 238 13 31 5 042 18 18
333 Machinery 024 20 354 5 297 9 04 2 16
336 ion equip mfg 023 21 31 7 31 5 041 19 13

Cluster Development

¢ Telecommunications

— Ranked 1st from Multiplier Analysis

— Projected by CDL&E to Decline
— Significant Economic Benefits if

Employment Levels Are Maintained

— Good Local/Regional Supply Access
— Good Local/Regional End User Access

uccs u-nngnn

Intangibles (3%)

Source: Implan

Major Suppliers (Inputs)
« Wire Manufacturing (5%)

* Monetary Institutions (4%)
« Internet Publishing (4%)

« Lessors of Non-Financial

+ Employment Services (3%)
+ Petroleum Refineries (3%)

Telecommunications

Major Users (Outputs)
Telecommunications (40%)

.

.

.

Securities Dealers (6%)

Custom Programming (4%)
Wholesale Trade (3%)
Management of Companies (3%)

Construction of Residential and
Non-Residential Structures (2%)

Internet Providers (2%)
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Telecomm Inputs in Colorado (2008)
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Telecomm Users in Colorado (2008)

Firms

0-100

i -H 101 - 1000

! 1001 -
- 5000
- 5500
- 6000
- 6500
- 7000
- 7500
- 8000

4 2501
EL PASD 5001
5501

6001
I 6501
I 7001
B 7501

2500

Comparative Advantage

Telecommunications Cluster Summary

Higher Multiplier Benefits (Employment, Income

and Taxes)

El Paso County has a core component of
Operation 6035 sectors

Successful cluster development may require

regional efforts

Trade missions to neighboring communities in
Colorado can identify suppliers and end users
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Forecast

» Aglobal recession is likely, led by Europe

e The U.S. is less likely to be as adversely
affected as the 12/2007-06/2009 recession

* El Paso County should be only modestly
affected, provided the troops at Fort Carson are
not deployed in 2012.
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Holiday Spending Plans

36.4%
Less than last year 24.6%
25.2%
56.8%
About the same 62.1%
67.1%
6.9%
More than last year 13.3%
7.7%

0.0% 20.0% 40.0% 60.0% 80.0%

Source: Results prepared by Dr. Sam White

=2009
=2010
2011

Projections for El Paso County (%)

2011 2012
Population Growth 15 1.3
Unemployment Rate 9.6 9.4
Non-Agricultural Employment -15 -0.5
Total Wages and Salaries -0.5 0.5
Average Wages and Salaries 1.0 1.0
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Projections for EI Paso County (%)
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2011 2012
Personal Income 1.0 11
Per Capita Personal Income 0.5 0.8
Retail Trade 25 15
Single Family Housing Permits -5.0 2.0
Non-Residential Construction 67.1 0.0

160
140

80
60
40
20

Joe) < ITe) © ~
=3 o <] o =)
o o o (53 o
o) Jal o) o) Ja}
a [a] a a o

Source: Southern Colorado Economic Forum

Dec '08

Dec '09

120
100

Dec '10

Business Conditions Index (BCI)
December 2007-June 2009 = 100

Dec '11*

=

Dec '12*

—Low
—Likely
—High

Thank You
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