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Summary 

 

¶ With most of the revenue now collected this fiscal year, General Fund revenue is projected to increase 1.6 percent in 
FY 2015-16. Despite continued solid economic growth in Colorado, several factors combined to generate the low 
revenue growth this fiscal year, including the large drop in spending and income due to the downturn in the oil and gas 
sector; weaker stock market gains; and the sluggish global economic activity and strong appreciation in the dollar that 
reduced corporate profits. These factors will place less downward pressure on General Fund revenue in FY 2016-17 
when we expect revenue growth of 6.0 percent. Continued growth in economic activity across most sectors will support 
this revenue growth. 

 

¶ The General Fund revenue forecast for FY 2016-17 is lower relative to March by $58.0 million, or 0.6 percent. With the 
FY 2016-17 enacted budget and the new forecast, the General Fund reserve will be $10.5 million below the required 
amount of 6.5 percent of appropriations. This forecast incorporates a projected diversion of $44 million in income tax 
revenue in FY 2016-17 to a severance tax reserve fund.  These diversions occur under Senate Bill 16-218 to help cover 
refunds associated with the April 2016 Colorado Supreme Courtõs decision in BP America v. Colorado Department of 
Revenue that allowed severance taxpayers to claim additional severance tax deductions. 

 

¶ Under this forecast and current law, General Fund appropriations subject to the limit in FY 2017-18 can grow 3.7 
percent. Total General Fund and State Education Fund expenditures combined can grow 3.4 percent in FY 2017-18, 
assuming that the negative factor in the School Finance Act is maintained at its current level.  

 

¶ Cash fund revenue subject to TABOR in FY 2015-16 is projected to be $133.9 million, or 4.8 percent, higher than FY 
2014-15, primarily as a result of growth in revenue from the Hospital Provider Fee and miscellaneous cash funds. This 
growth will offset a sharp decline in revenue from severance taxes. Cash fund revenue will decrease 5.3 percent in FY 
2016-17.  The forecast for FY 2016-17 is $137.5 million, or 4.8 percent, lower compared with projections in March. 
This decrease is due mostly to the reduction in Hospital Provider Fee revenue per House Bill 16-1405 (the Long Bill), 
as well as the shifting forward of the transfer from the Unclaimed Property Fund to the Adult Dental Fund pursuant to 
House Bill 16-1409. 
 

¶ TABOR revenue is projected to come in $80.7 million below the cap in FY 2015-16 and $46.0 million under the cap in 
FY 2016-17. TABOR revenue is expected to be above the cap in FY 2017-18 by $257.5 million. For FY 2017-18, the 
total projected TABOR refund amount of $277.1 million includes the projected $257.5 million exceeding the 
Referendum C cap plus $19.6 million that needs to be refunded from FY 2014-15 due to the reclassification of the 
revenue transferred to the Adult Dental Fund from the Unclaimed Property Fund. 

 

¶ Coloradoõs economy continues to perform solidly overall, especially considering the persistent challenges faced by the 
oil and gas industry and the sluggish global economy. Coloradoõs favorable economic attributes have helped the state 
perform much better than the other leading oil and gas producing states. The state had the 4th lowest unemployment 
rate in the country in April and demand for workers among Colorado businesses remains strong. However, tight labor 
market conditions are making it more difficult for businesses to grow, acting as a constraint on the stateõs economy. 
Areas tied to agriculture and dependent on minerals extraction continue to experience weaker economic activity. 
Economic growth for the nation overall continues to be softer than in previous expansions. Subdued business 
investment, new business formation, and productivity growth are main factors in the slower growth. Nonetheless, the 
U.S. economy is performing better than most other developed country economies. 

 

¶ Although there are no clear indications of an economic downturn in the United States, the global economy continues 
to show signs of weakness as growth remains slow and vulnerable to downside risks, which could threaten the current 
expansion. We note the following items of concern: The path of Chinaõs slowing economy is particularly uncertain; the 
June 23 referendum in the United Kingdom on staying in the European Union has affected the economic outlook in 
Europe; and in the U.S., job growth has slowed and business investment remains soft. 
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The Economy:  Issues, Trends, and Forecast 
 
 
The following section discusses overall economic conditions in Colorado, nationally, and around the world. 
The OSPB forecast for most economic conditions is largely unchanged from the March 2016 Colorado 
Economic Outlook. This section includes an analysis of: 
 

¶ Economic and labor market conditions in Colorado (page 5)  

¶ Housing costs (page 17) 

¶ Oil and gas industry conditions (page 19) 

¶ Economic and labor market conditions for the nation (page 23) 

¶ International economic conditions and trade (page 28) 
 

Trends and forecasts for key economic indicators ʄ A summary of key economic indicators with their 
recent trends and statistics, as well as forecasts, is provided at the end of this section. The summary of indicators 
is intended to provide a snapshot of the economyõs performance and OSPBõs economic projections, which are 
informed by the following analysis of the economy. 
  
Summary ʄ Although growth has moderated, Coloradoõs economy continues to perform solidly overall, 
especially considering the persistent challenges faced by the oil and gas industry and the sluggish global 
economy. Coloradoõs favorable economic attributes have helped the state perform much better than the other 
leading oil and gas producing states. The state has among the lowest unemployment rates in the country and 
demand for workers among Colorado businesses remains strong. However, tight labor market conditions are 
making it more difficult for businesses to grow, acting as a constraint on the stateõs economy.  
 

Rising home values and rents, along with a high rate of in-migration, is causing housing construction to ramp 
up, which will add employment and spending going forward. Further, after slowing during the course of 2015, 
growth in new business formation appears to have picked up in the state at the beginning of 2016. Persistent 
low prices for certain crops and livestock, along with weaker agricultural exports, continue to dampen economic 
activity in many rural areas of Colorado. Furthermore, in the midst of continued low energy prices, the oil and 
gas industry continues to contract. Employment in the industry in Colorado decreased by over 25 percent 
through the end of 2015 and will likely decrease by another 15 to 20 percent by the end of 2016. 
 

Economic growth for the nation overall continues to be weaker than in previous expansions. Subdued business 
investment, new business formation, and productivity growth are main factors in the slower growth. 
Nonetheless, the U.S. economy is performing better than most other developed country economies. Financial 
conditions remain better than the beginning of the year, signaling a more positive outlook. As the labor market 
continues to tighten, employment has been growing at a slightly slower pace recently, though there is some 
indication that wage growth has gained some momentum. The manufacturing sector appears to have improved 
somewhat over recent months, but growth remains subdued due to sluggish global conditions and the stronger 
dollar. Other sectors, such as professional and business services and construction, which make up a much larger 
portion of the U.S. economy, continue to perform relatively better. 
 

Economic risks ʄ Although there are no clear indications of an economic downturn in the United States, the 
global economy continues to show signs of weakness as growth remains slow and vulnerable to downside risks, 
which could threaten the current expansion. We note the following items of concern: The path of Chinaõs 
slowing economy is particularly uncertain; the June 23 referendum in the United Kingdom on staying in the 
European Union has affected the economic outlook in Europe; stateside, job growth has slowed and business 
investment remains soft.  
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Colorado Economy  
 
Although growth has moderated over the past year, Coloradoõs economy continues to perform solidly overall, 

especially considering the persistent challenges faced by the oil and gas industry and sluggish global economy. 

Coloradoõs unemployment rate is at a lower level than a year ago, and was the 7th lowest among states in May.  

The state has weathered the contraction in the oil and gas industry better than other states with large oil and 

gas presences. Businesses outside of sectors tied to oil and gas continue to grow their sales in markets for their 

products and services, which is supporting continued economic momentum for the state. Many of Coloradoõs 

products are supplied to markets within the U.S. domestic economy, which is performing better than the global 

economy. However, sectors dependent on energy production and exports continue to struggle. 

Coloradoõs stronger population growth, fueled by the influx of younger, higher-skilled workers into the state, 

is also supporting stronger growth than the nation overall. This 

population growth, along with growth in home values and rents, is 

also causing housing construction to ramp up, which will boost the 

economy going forward. 

Coloradoõs economic growth in recent years has led to tight labor market conditions. Although this means that 

Coloradans continue to have more job opportunities relative to the rest of the nation, it is making it difficult 

for businesses seeking to expand to grow their business, which is acting as a constraint on the stateõs economy.  

The state is expected to add 63,500 jobs in 2016, a growth rate 

of 2.5 percent, slower than the 3.5 percent and 3.0 percent 

growth in 2014 and 2015, respectively, but still above the 

national job growth rate of 1.8 percent. Coloradoõs 

unemployment rate is expected to average 3.3 percent in 2016, 

below the nationwide level of 4.8 percent. 

Reliable indicators on the underlying health of the economy show some recent improvement after 

slowing through 2015 and the first part of 2016 ʄ Figure 1 shows the trends in initial unemployment 

insurance claims and income tax wage withholdings, two near-real-time reliable indicators of broad economic 

performance. After moderating in 2015 and the first part of 2016, wage withholdings growth has recently picked 

up. Much of the slower growth starting in 2015 can be attributed to the loss of the high wages tied to the oil 

and gas industryõs activity that combined with a slowdown in overall job growth. Furthermore, after ticking up 

during the first half of 2015 and again in the first part of 2016, mostly due the oil and gas contraction, initial 

claims for unemployment insurance have stabilized and remain at a low level. This indicates that demand for 

workers among Colorado businesses remains strong.  

 

 

 

 

 

 

  

Housing construction in the state 
is ramping up, which will boost 

the economy going forward. 

Coloradoõs economic growth in 
recent years has led to tight labor 

market conditions, making it difficult 
for businesses to grow and acting as 
a constraint on the stateõs economy. 
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Figure 1. Indicators of Coloradoõs Economic Performance* 

 
*Seasonally Adjusted, Three-month moving average 
Source: Colorado Department of Revenue, Colorado Department of Labor and Employment, and OSPB calculations 

Other measures of broad statewide economic activity show moderated growth for the state, but 

continued better performance than the nation overall ʄ Coloradoõs economy has moderated overall as 

measured by the Federal Reserve Bank of Philadelphiaõs monthly State Coincident Economic Activity Index. 

This index is one of the most up-to-date broad measures of state economic activity. The index tends to match 

growth in a stateõs gross domestic product (GDP) over time by combining four state-level indicators to track 

current economic conditions Ĭ employment, average hours worked in manufacturing, the unemployment rate, 

and inflation-adjusted wage and salary disbursements.  

Figure 2 shows Coloradoõs economy measured by the State Coincident Economic Activity Index compared to 

the U.S. overall since the Great Recession. Although economic growth has slowed from its robust pace over 

2014 and the beginning of 2015, it remains stronger than the nation through April of this year, the month from 

which the latest data is available. To help corroborate this data, a recent US Bank survey of small businesses in 

the U.S. showed that 57 percent of Colorado small businesses indicated that conditions are stronger in the state 

than the rest of the country, the highest percentage of any of the 11 states surveyed.  
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Figure 2. Coincident Economic Activity Index, Year over Year % Change 

 
Source: Philadelphia Federal Reserve Branch 

Colorado has weathered the oil and gas industry contraction better than other oil and gas states ʄ The 

loss of wages, investment, and spending from the downturn in the oil and gas industry has reduced economic 

activity in the state. However, Coloradoõs favorable economic attributes have helped the state perform much 

better than the other leading oil and gas producing states.1  Figure 3 compares the economic performance of 

each of the leading oil and gas producing states since the beginning of 2015. More discussion on the oil and gas 

industry starts on page 19. 

Figure 3. State Coincident Economic Activity Index among Largest Oil and Gas Producing States, 
% Change January 2015 to April 2016, with Ranking among All States 

 
Source: Philadelphia Federal Reserve Branch, OSPB calculations 

                                                      
1 The selection of largest oil and gas producing states is based on each stateõs share of total household earnings directly 
resulting from the oil and gas industry. 
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New business formation picked up in first part of this year, after growth slowed in 2015 ʄ New business 

formation is vital for economic vibrancy and job growth. Data on net job creation by age of business from the 

U.S. Census Bureau, Business Dynamics Statistics (BDS) shows that new firms are responsible for almost all 

net new jobs in the economy every year. New businesses are also important for productivity gains and 

innovations in an economy.  

After slowing during the course of 2015, growth in new 

business formation appears to have picked up in the state 

in the first quarter of 2016, the latest information available. 

Data from the Colorado Secretary of State showed that 

filings of new entities, which mostly consist of limited 

liability companies and corporations, increased 5.8 percent above the first quarter of 2015. This is an important 

signal of continued job and economic growth for the state in the near term as it indicates that more people are 

pursuing entrepreneurial opportunities in the economy. 

High -tech activity is less robust, but continues to be positive, helping fuel Coloradoõs economic 
expansion ʄ  An important driver of our economy, both now and in the future, is economic activities 

surrounding ideas, information, and technology. The high-tech sector, comprising of industries with high 

concentrations of workers skilled in science, technology, engineering, and mathematics (STEM), is the main 

sector that is developing products using these components. The stateõs high-tech firms are involved with a 

wide-range of activities, such as computing and software, data processing, aerospace, medical-related products 

and services, communications, architecture, engineering, and other professional and technical services. Much 

of the recent growth in the high-tech sector is being driven by the emergence of mobile devices, social media, 

cloud computing, and internet search engines.  

Colorado has a high concentration of technology-related firms and workers, especially along the Front Range. 

Figure 4 shows the concentration of workers in high-tech occupations in 2015 in select metro areas across the 

country and the state. Areas with higher amounts of high-tech activity generally have better performing 

economies. Smaller concentrations of high-tech workers in the stateõs areas outside of the Front Range are one 

reason they are experiencing less economic growth. 

Figure 4. Proportion of Workers in High Tech Occupations, Select U.S. and Colorado Regions, 2015 

 
Source: Colorado Department of Labor and Employment, U.S. Bureau of Labor Statistics 
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New business formation appears to have 
picked up in the state at the beginning of 

2016, an important development for 
ongoing job and economic growth. 
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The high-tech industries and the economic activity associated with them have been an important part of the 

stateõs growth in the current expansion. Because of their innovative activities and higher paying jobs, growth in 

high-tech industries leads to job growth in other sectors, from doctors and lawyers to services providers. The 

high-tech sector average wage in 2015 was $76,260, nearly 50 percent higher than the statewide average for all 

jobs.  

Growth in total wages paid to workers in the high-tech 

sector comprised about 14 percent of the growth in all 

wages that occurred in the state from 2010 to 2015, 

based on Quarterly Census of Employment and Wages 

data. However, considering the multiplier effect of the 

sector, which includes economic activity within the high tech sectorõs supply chain as well as in other industries 

throughout the economy, the sector contributed an estimated 19 percent to total wage growth over the period.2 

Consequently, any changes in investment and employment in the sector will affect the stateõs overall economic 

performance.  

The professional, scientific, and technical services industry 

combined with the information industry provides a proxy 

measure of recent employment changes in the high-tech sector. 

Like with overall job growth, the sectorõs job growth has 

moderated in the state from the robust pace during 2014, but 

remains solid through April of this year, the month from which 

the latest data is available.  

Recently, however, some firms in the high-tech sector are having more difficulty raising capital and finding 

workers for expansion. It also appears that investors are reevaluating some of the valuations of companies in 

the sector. These trends will act as a constraint on growth in the sector, but they do not signal an imminent 

downturn. The pace of innovation in the sector appears to continue to be strong and the demand for high-tech 

products and services is expected to continue.  

Nonurban areas tied to agricultural economies continue to experience weaker economic activity ð 
After having robust years during the 2010 to 2014 period, persistent low prices for certain crops and livestock, 

along with weaker agricultural exports tied to sluggish global conditions and a strong dollar, continue to dampen 

economic activity in many rural areas of Colorado. Most commodity prices remain below levels considered to 

be profitable, and the price of corn and wheat are especially low. Reduced earnings in farming and ranching 

also impact urban areas, such as Denver, that have food 

processing and marketing activities. However, the 

recent reprieve in dollar appreciation should provide 

some relief to crop and livestock exporters and 

agricultural-dependent economies by supporting 

earnings from sales in foreign markets.  

Coloradoõs Rural Mainstreet Index, published by Creighton University, measures economic activity in rural 

areas by surveying community banks on current economic conditions and their economic outlooks. The index 

has posted readings below the 50 level that signifies growth for much of 2015 and 2016 thus far, as shown in 

Figure 5. The index in May registered 46.4, up from 43.6 in April. The index posted a low of 37.1 in January, 

                                                      
2 The multiplier effects are based on EMSIõs (Economic Modeling Specialists International) input-output model for 
Colorado.  

Nonurban agricultural and energy sector-
dependent areas of Colorado continue to 

face challenges due to weaker exports, lower 
crop prices, and the deep contraction of the 

oil and gas industry. 

Recent data indicate continued job 
growth in the high-tech sector. The 

pace of innovation in the sector 
appears to be strong and the 

demand for high-tech products and 
services is expected to continue.  

The high-tech sector has been an important 
part of the stateõs economic growth in the 

current expansion, contributing an estimated 
nearly 20 percent to total wage growth.  
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and thus conditions have improved somewhat since that time.  In addition to weaker agricultural income, some 

energy industry dependent rural areas have been adversely affected by the challenging conditions in the oil and 

gas and coal industries.  

Figure 5. Coloradoõs Rural Mainstreet Index 

 
Source: Creighton University 

After moderating through most of 2015, Colorado employment growth appears to have stabilized ð
Employment gains in Colorado slowed over the course of 2015 but have remained relatively stable during the 
first half of 2016. The downturn in the energy sector and slowdown in manufacturing negatively impacted 
employment gains across the country, particularly the states that are more heavily energy dependent such as 
Colorado. However, Coloradoõs overall labor market was less impacted by the energy and manufacturing 
downturns and continues to post employment gains that are larger than the nation overall.  
 
Colorado is experiencing a tight labor market, as evidenced by having the 7th lowest unemployment rate out 
of all states in May. Boulder, Fort Collins, and Denver all have unemployment rates that rank in the lowest 15 
percent of all metro areas across the country in April, the latest month from which data is available. 
Furthermore, according to a report from the Conference Board concerning online help-wanted ads, the ratio 
of unemployed persons to online ads was 0.68 in April, the 2nd lowest in the country, behind South Dakota, 
and roughly half the nationwide average. A ratio below one indicates there are more job openings posted online 
than unemployed individuals, and is a measure of labor market tightness. The ratio has continued to decline 
over the past year, despite the stateõs moderating growth and contraction in the oil and gas industry. 
 
As shown in Figure 6, monthly year-over-year job growth rates peaked in February 2015 at 3.8 percent. 
However, as mining sector employment decreased through 2015, overall employment growth slowed through 
the year. Employment growth appears to have mostly weathered the job losses in the mining sector as 
employment gains have remained relatively steady this year. The April year-over-year growth rate in Colorado 
of 2.5 percent remained higher than the national rate of 1.9 percent and ranks Colorado 12th out of the 50 states 
and Washington, D.C.  
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Figure 6. Colorado Overall and Mining Sector Year-over-Year Employment Growth by Month 

 
Source: U.S. Bureau of Labor Statistics, OSPB calculations 

Employment growth slowing across most sectors in Colorado ð Job growth continues in all sectors outside 
of mining, but growth rates are lower this year than they were last year in most of the sectors, as shown in 
Figure 7. In contrast to the national trend, where 
manufacturing jobs are declining, manufacturing jobs in 
Colorado grew 2.0 percent year-over-year in April 2016. 
Coloradoõs relatively healthy manufacturing sector can be 
attributed in part to the higher amount of in-demand,  
advanced products that tend to be produced in the state, such 
as renewable energy-related and aerospace-related products. Employment in the construction industry grew at 
the fastest rate, 7.2 percent, as demand for construction workers remains high for residential and non-residential 
construction projects. Construction jobs nationally grew 4.2 percent over the same time frame.  
 
Service related industries, such as professional and business services, education and health services, leisure and 

hospitality, and financial and information activities, have fared much better than manufacturing and other goods 

producing industries recently. However these sectors have shown some indication of slowing recently. Service 

jobs, which account for over half of all nonfarm employment in Colorado, continued to grow year-over-year 

at a 3.1 percent clip in April 2016, though that was lower than the 3.6 percent growth in April 2015. Growth in 

the services sector helped dampen the impact of losses in the mining and logging industry, where employment 

is down nearly 18 percent since last April. 
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Jobs in the services sectors, such as 
professional and business services and 
financial activities, grew by 3.1 percent 
year-over-year in April, driving overall 

job growth of 2.5 percent. 

Employment gains slowed through the 
course of 2015, as mining sector 

employment decreased, but job growth 
has mostly stabilized through 2016. 
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Figure 7. Colorado Year-over-Year Employment Growth by Sector 

 
Source: U.S. Bureau of Labor Statistics, OSPB Calculations 

Employment growth has occurred across most Colorado industries during the current expansion ð 
Looking at a longer run trend of employment growth by industry during the entire expansion thus far, most 

industries in Colorado have been growing, albeit at varied rates. Figure 8 illustrates industries in Colorado 

showing employment growth rates over a five-year period, median wages in the industry in 2015 and the size 

of the industry based on number of jobs in 2015.  

Industries across all wage levels have grown, with construction having the fastest growth in the middle-wage 

industries and management of companies having the fastest growth in higher-wage industries. The professional 

and technical services industry, one of the largest industries in Colorado, also was one of the faster-growing 

and highest-paying industries. The information and utilities industries, both higher-paying, experienced a slight 

decline in employment over the past five years and public administration had slight growth.  
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Figure 8. Employment Growth (2010-2015) and Median 2015 Wages by Colorado Industries 
Size of Bubble Represent Size of Industry as Measured by Employment in 2015  

 
Source: Colorado Department of Labor, Quarterly Census of Employment and Wages Data, OSPB Calculations  

 
Job growth has occurred at similar levels across higher-, middle-, and lower-wage paying industries, 
but wage growth has mostly occurred in higher-paying industries ð The above analysis shows that there 

are many middle-wage industries that grew on pace with higher- and lower-wage industries over the past five 

years. The following figures assess the trends in employment and wage growth broken out into lower- ($35,000 

and below), middle- ($35,000-$65,000) and higher- ($65,000 and above) paying industries using median annual 

wage data.  

Figure 9 looks at employment growth for industries broken 

up by wage groups. There is some indication that the 

industries that fall into the middle-wage group have been 

growing slower than those in the lower- and higher-wage 

industries over the longer term. However, during the current 

expansion period, middle-wage and lower-wage industries have grown at a slightly higher pace than higher-

wage industries.  

Over the past year, employment in lower-wage industries grew at a rate of 3.4 percent, a full percentage point 

higher than industries in the other two wage groups. Oil and gas related industries, which tend to fall into the 

higher-wage group, have declined over the past year. Additionally, some middle-wage industries that are related 

to manufacturing and mining also declined over the year. These declines were counteracted by growth in some 
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Although employment growth has been 
relatively equal across wage groups, 

growth in wages has mostly occurred in 
the higher-wage industries.  
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higher-wage industries such as financial and data-related industries, and in some mid-wage industries related to 

health care and real estate. Employment in almost all of the 29 industries that fall into the lower-wage group 

increased over the last year except agriculture and forestry support and apparel manufacturing.  

Figure 9. Percent Growth in Employment across Lower-, Middle-, and Higher-Wage Industries  

 
CAAGR: Compound average annual growth rate  
Source: U.S. Bureau of Labor Statistics, Colorado Department of Labor, OSPB Calculations  

Wage growth has been less equally distributed across industries. Figure 10 illustrates the average inflation-

adjusted wages (real wages) in lower-wage, middle-wage and higher-wage industries. Real wages in lower-wage 

industries, on average, have declined over the past 13-year period from 2002 to 2015 while those in middle-

wage industries have increased just slightly. Over the past five years, real wages in both of these wage groups 

have declined. On the other hand, real wages have increased by nearly 2 percent, on an annual average growth 

rate basis, for the higher-wage industries over the past 13 years. Average real wages for each of the three groups 

have seen an improvement over the past year.  

Figure 10. Percent Growth in Real Wages across Lower-, Middle-, and Higher-Wage Industries 

 
Source: U.S. Bureau of Labor Statistics, Colorado Department of Labor, OSPB Calculations 
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Job growth has moderated in all areas of Colorado since 
last year and growth has been concentrated in the 

central and northern Front Range regions ð Job growth 

over the past year was driven by gains in the Front Range 

cities. As shown in Figure 11, these metro areas together 

accounted for nearly all of the employment gains over the year. After experiencing among the fastest job growth 

in the country in 2014 attributable to the oil and gas boom, Greeley now has among the slowest growth largely 

due to the pullback in oil and gas jobs over the past year.  

Figure 11. Average Year-over-Year Employment Growth by Colorado Metro Area 

 
Source: Colorado Department of Labor and Employment 

Unemployment measures in Colorado continue to outperform the national trends ð Although the official 

unemployment rate (U-3) ticked up slightly to 3.4 percent in May, it remains over a percentage point lower than 

the national average and ranks as the 7th lowest among all states. In 

addition, as Figure 12 illustrates, the broader U-6 measure, which 

includes marginally attached workers ð workers who currently are not 

working nor looking for work but indicate that they would like to work 

and have looked within the past 12 months - and people working part-

time for economic reasons, continues to drop at a faster rate than the national average. Coloradoõs average U-

6 rate over the second quarter of 2015 through first quarter of 2016 was 2.6 percentage points lower than the 

national average over this time period.  
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Larger urban centers are accounting for 
most of the job growth in Colorado. Job 
growth has decreased significantly in 

Greeley due to the energy sector.  

Coloradoõs U-3 unemployment 
rate ticked up slightly in May 
to 3.4 percent but remains the 

7th lowest out of all states.  
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Figure 12. Broad Measure of Unemployment 
(4-quarter moving average)  

 
Source: U.S. Bureau of Labor Statistics  

Figure 13 shows unemployment rates across Colorado metro areas for April 2015 and 2016. As the figure 

demonstrates, most of Coloradoõs larger cities have seen a drop in their unemployment rate, though the 

magnitude of the change varies across the state. For instance, Pueblo and Colorado Springs saw the greatest 

improvement in unemployment over the past year, but also started with higher levels than cities along the 

northern Front Range. Boulder and Fort Collins have among the lowest unemployment rates in the country, 

both ranking in the lowest 10 percent of all 387 metro areas and Denver ranks in the lowest 15 percent.  

 

Figure 13. Unemployment Rates by Colorado Metro Area 
(Change from year ago shown above bars) 

 
Source: U.S. Bureau of Labor Statistics 
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Housing Costs  
 
Home prices continue to appreciate at strong rates across Colorado ð Home prices and rental rates 
continue to increase across most areas of the state at faster than national trends. Furthermore, home prices in 
the Denver Metro area have grown at the fastest rate among 
large cities since pre-recession peaks. Population growth fueled 
by high levels of in-migration, as well as low supply, have 
contributed to the strong appreciation. Colorado in general, 
and the Front Range in particular, continues to attract a 
younger and well educated population. In addition to the 
outdoor amenities Colorado offers, the labor market is exceptionally tight and the Front Range has relatively 
high concentrations of high-tech and higher paying employment opportunities.  
 
New housing permit activity increased through the latter half of 2015 and is expected to be strong over the 
next few years, with housing permits growing by 18.9 percent in 2016 and 9.1 percent in 2017. However, 
household formation is expected to outpace the level of new homes, which will continue to put upward pressure 
on house prices. For example, in 2015, Coloradoõs population increased by over 100,000 individuals while only 
an estimated 25,143 new homes, condos and apartments were added, according to the U.S. Census Bureau. 
With an average household size of 2.6 people in Colorado, the state would have needed an additional 38,500 
units to accommodate the population increase in 2015, leaving a shortfall of over 13,000 units. Furthermore, 
these new homes and condos coming on the market, particularly in the Denver Metro area, are priced well 
above the price that would be achievable by many younger individuals looking to purchase their first house.  
 
The Federal Housing Finance Agencyõs House Price Index shows that home prices in all of the largest Colorado 
cities, except Grand Junction, continued to grow faster than the national average in the first quarter of 2016. 
Four of these cities ranked in the top 20 for home-price appreciation with Boulder and Denver both in the top 
ten. According to the National Association of Realtors, Boulderõs median sales price of existing single-family 
homes of $479,700 in the first quarter of 2016 was the sixth highest of the 178 large cities tracked by the 
organization. Denverõs median home price was $369,000 and Colorado Springsõ was $239,800 in the same 
period.  
 

Figure 14. Percent Change in Home Prices, First Quarter 2015 to First Quarter 2016, 
Rank among 402 large U.S. cities shown above bars 

 
*Includes Aurora and Lakewood 
Source: Federal Housing Finance Administration, OSPB Calculations 
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robust in-migration levels continues 
to put upward pressure on housing 

prices in many areas across the state.  
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As shown in Figure 15, according to the Case-Shiller Home Price Index, Denver home prices have surpassed 
their pre-recession levels by the most out of the 20 largest cities that the index tracks. Many of the cities have 
yet to reach their pre-recession peak levels, with some still over 30 percent below their peak. In many cases, 
these cities had a much larger housing boom and bust than did Denver. Denver homes tended to not appreciate 
as rapidly during the national housing boom but have been appreciating much faster during the past few years 
than most other areas around the nation. Over the past year, only Seattle and Portland home prices appreciated 
faster than Denverõs home prices.  
 

Figure 15. Percent Change in Home Prices in March 2016,  
Since Pre-Recession Peak (shown next to bars) and Since March 2015  

 
Source: S&P/Case-Shiller Home Price Index- S&P Dow Jones Indices LLC 

 
Rents continue to rise in most metropolitan areas with growing disparity across regions ð As shown in 
Figure 16, rents in most large Colorado cities rose over the past year, however growth rates varied dramatically 
across regions. The Boulder/Broomfield area saw both the 
strongest growth and highest average rents. Most cities 
across the Front Range continue to experience rapidly 
appreciating rent prices.  
 
Recent increases in vacancy rates in the Denver and 
Boulder Metro areas, mostly due to increased supply of 
multi-family housing units, may temper rental growth rates. However, robust in-migration and new household 
formation should continue to lead to growth in rent prices. Vacancy rates in Colorado Springs, Pueblo and 
Grand Junction all decreased in the first quarter of 2016 which may put upward pressure on rental rates in these 
cities.  
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Average rents rose by 5 percent or more 
in six of Coloradoõs largest cities. New 
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Figure 16. Average Rent in First Quarter of 2015 and First Quarter of 2016, 
Percent Change in Rent and Average Rent in First Quarter 2016 Shown Above Bars 

 
Source: Colorado Division of Housing, Apartment Association of Metro Denver 

 
Oil and Gas Industry Conditions  
 
In the midst of continued low energy prices, the oil and gas industry continues to contract. Although the outlook 
for oil prices has improved since the March forecast, the increase in oil prices is expected to be gradual through 
the remainder of the year and into 2017. Further, absent a major 
shock, such as heightened political upheaval in the Middle East, 
prices will likely not return to their 2014 levels for many years. 
Employment in the oil and gas industry in Colorado decreased by 
over 25 percent through the end of 2015 and will likely decrease by 
another 15 to 20 percent by the end of 2016.  
 
Although employment in the oil and gas industry makes up a small share of overall employment in Colorado, 
the industry and its associated activity made a strong contribution to Coloradoõs overall growth during the 
current expansion, helping it to outpace national growth. The industry invests large sums of money and pays 
high wages, increasing the amount of money circulating in the economy. Average earnings in the industry are 
more than twice the average earnings in Colorado. Therefore, there can be material impacts on the state from 
growth or contraction in the industry.  
 
The decrease in investment and employment in the industry has contributed to the moderating overall growth 
in the state during the latter half of 2015 and beginning of 2016. However, Coloradoõs economy has been more 
resilient than other oil and gas intensive states because of its economic diversity and growth in other industries. 
In addition, lower gasoline prices have given consumers and businesses more money to spend on other goods 
and services, softening some of the shock. On average, gasoline prices are around 20 percent lower than last 
year and around 35 percent lower than they were two years ago.  
 
Oil prices remain suppressed due to oversupply but have improved recently ʄ Oil prices dropped to 
around $25 per barrel during the first few months of 2016 but have since improved and are currently just below 
$50 per barrel. Production in the U.S. has slowed through the year and oil disruptions in Canada, Nigeria and 
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other parts of the world have put upward pressure on prices. Price projections for the remainder of the year 
suggest a gradual increase and are generally expected to remain in the $50-$60 range through 2017, although 
there is a high degree of uncertainty in the trajectory of oil prices.  
 
Natural gas prices are currently over 50 percent lower than their 2014 levels, due to oversupply and slower 
demand. The warmer winter contributed to lower demand putting further downward pressure on prices over 
the past six months. Natural gas prices are expected to remain low through at least the remainder of 2016 and 
will likely remain below their 2014 levels through the end of 2017.  
 
Production of oil increased rapidly through mid-2015 despite lower energy prices, with U.S. production peaking 

around this time last year. However, production has been slowing since April 2015, as shown in Figure 17. Oil 

production in Colorado increased to a greater extent and has been slower to reverse course, but production 

began to slow during the first half of 2016. Colorado produced 

an estimated 126 million barrels of oil in 2015, according to the 

Colorado Oil and Gas Conservation Committee, an increase of 

32 percent over 2014 production. This compares with an 8 

percent increase nationally. Production in Weld County accounted for nearly all of Coloradoõs growth; the 

county makes up nearly 90 percent of oil production in the state.  

Energy firms have become increasingly efficient as they focus on the most productive areas to drill new wells 

and technology advances have allowed them to produce more oil using fewer resources. The Denver-Julesburg 

Basin in northeast Colorado has been identified as one of the nationõs more productive and cost-effective areas 

to extract oil, which has contributed to the robust increase in Coloradoõs production over the past few years.  

Figure 17. Crude Oil Production and Price Indices (January 2010=100) 

 
Source: U.S. Energy Information Administration  

 
U.S. production is expected to decrease by about 9 percent, on average, in 2016. Decreases will vary greatly by 

region and firm, though, as they require different price levels to remain profitable. Average breakeven prices ʄ 

the price necessary to remain profitable ʄ have continued a downward trend over the past few years as firms 
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become more efficient. Breakeven prices vary greatly by firm and region, with some firms reporting breakeven 

prices as low as $30 per barrel while others are as high as $80 per barrel. According to the Kansas City Federal 

Reserveõs 2016 1st Quarter Energy Survey, energy firms in the 10th District, which includes Colorado, require 

an oil price of $51 per barrel, on average, to remain profitable, this is down from $60 in the fall of 2015.  

The energy companies that can remain profitable in this lower price 

environment will be those that continue to adapt and focus on the 

areas that are the most efficient and cost-effective, such as the 

Denver-Julesburg Basin. As a result, production levels in Colorado 

may not decrease as significantly as other areas around the nation in 

2016.  

The oil and gas industryõs employment base continues to contract ʄ Based on the latest estimates of 
labor market data, employment in the oil and gas industry was over 25 percent, or approximately 8,000 jobs, 
lower in the fourth quarter of 2015 compared with the fourth quarter of 2014. Given continued expectations 
of lower prices and trends in operating rigs around the state, the state could experience another 15 to 20 percent 
decrease in employment by the end of 2016.  
 
On a more positive note, the prospects for these displaced workers is better than in the previous downturn in 
the industry during the Great Recession. This is especially the case in Coloradoõs robust labor market and 
growing economy. Recent research conducted at the national level indicated that although the amount of layoffs 
in the industry has been larger during this downturn than in the late 2000õs, oil and gas workers are having an 
easier time finding work in other industries.3 Of the individuals surveyed in the oil and gas industry in 2008, 7.3 
percent were unemployed the following year. Of the individuals surveyed from September 2014 to September 
2015, only 4.2 percent were unemployed. Furthermore, the individuals laid off in the oil and gas industry during 
the current downturn have been able to move into a broader range of other industries and have been able to 
maintain or even increase their level of earnings.  
 

The number of oil and gas rigs operating in Colorado continues 
to track closely with the trend in oil prices. After averaging 68 
rigs in 2014 and 38 rigs in 2015, rigs in operation around the state 
have declined to just 16 rigs, but have stabilized around this level 
for the past two months.  

 
Figure 18 examines the relationship between drilling rigs and oil and gas employment, both historically and 
projected through the end of 2016. Historically, the change in drilling rigs is highly correlated with the change 
in employment in the oil and gas industry. The decline in rigs and employment is expected to continue through 
2016, but at a slower rate than 2015. Although prices are expected to gradually improve this year, energy firms 
continue to struggle in the current environment. Many firms in the industry are deeply indebted as they became 
highly leveraged during the boom years when prices were well over $100 a barrel. As reduced earnings have 
made it difficult to make debt payments, many small and medium sized Colorado energy firms have already 
filed for bankruptcy and expectations are for more mergers and acquisitions as well as bankruptcies to occur 
through the end of the year.  
 

 
 
 

                                                      
3 Brown, Jason P. & Kodaka, Andres. 2016. òThe Reallocation of Energy-Sector Workers after Oil Price Booms and 
Busts.ó Federal Reserve Bank of Kansas City.  

Due to lower oil and gas prices, 
employment in the oil and gas 

industry in Colorado dropped over 
25 percent through the end of 2015.  

Firms require $51 oil prices, on 
average, to remain profitable in 
the Colorado region; oil prices 

are currently just below this level.  
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Figure 18. Year over Year Change in Oil and Gas Employment and Operating Drilling Rigs in 
Colorado* 

 
*Actual data on drilling rigs through the first quarter of 2016, actual employment data through the fourth quarter of 
2015. The dotted lines show projections for employment and drilling rigs.  
Source: Colorado Department of Labor and Employment; Baker Hughes  
 

Recent trends in unemployment claims in the mining industry indicate layoffs in the industry have slowed since 
the beginning of 2016, as shown in Figure 19. Overall unemployment claims in Colorado remain right around 
their previous year levels indicating that Coloradoõs job market has been able to withstand the slowdown in the 
energy sector.  

Figure 19. Continued Unemployment Claims in Colorado, 
Change from Prior Year 

 
Source: Colorado Department of Labor and Employment 
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Over 25% drop in 
employment at the end of 
2015 and a projected 18% 
drop in employment by the 

end of 2016.  

Continued claims in the mining sector have been 
improving through the year, overall claims remain 
at their prior year levels indicating that Coloradoõs 

overall labor market remains relatively healthy. 
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National Economy  
 
The national economy continues to grow modestly ð Although growth continues to be weaker than growth 
in previous expansions, the U.S. economy is performing better than most other developed country economies. 
Growth in service-oriented industries, such as professional and business services and financial activities 
continue to support the expansion.  
 
Domestic demand has been growing consistently 
faster than global demand, which has enabled service-
oriented industries and manufacturing firms that sell 
products domestically to continue to outperform 
firms focused on selling products internationally. 
Recent indicators of consumer spending have been 
mixed with some indicators showing slowing growth, 
while others, namely demand for housing, showing continued strength. As the labor market continues to 
tighten, employment has been growing at a slightly slower pace recently but there is some indication that wage 
growth has gained more momentum.  
 
According to the Federal Reserveõs May òBeige Book,ó businesses and other contacts across the economy 
indicated that economic activity continued to expand modestly across most regions and industries in recent 
months, although the Chicago and Kansas City districts indicated that the pace of growth slowed. Overall, 
manufacturing activity was mixed, with some regions indicating flat to moderate growth while others indicated 
slight declines. The energy sector remained weak and oil drilling continued to decrease in the Minneapolis, 
Kansas City, and Dallas districts. Although employment only grew modestly, tighter labor market conditions 
were indicated in many districts, which have put upward pressure on wages. Consumer spending and tourism 
were up in many districts, but others reported mixed or flat activity. Construction and real estate activity 
generally expanded and the overall outlook remained positive.  
 
Growth during the current expansion continues to underperform relative to previous expansion periods. There 
are a number of factors contributing to this trend. A few necessary ingredients for economic growth have been 
generally weaker over the past decade. Growth in business investment continues to come in below historical 
norms and has been trending even lower recently. Additionally, new business formation, a key ingredient to 
spur innovation and growth, is at lower levels. The businesses that are being formed have been concentrated 
in fewer regions across the U.S., which is contributing to the large disparity in growth rates across regions.  
 
The continued slower trend in measured productivity growth has also contributed to the slower growth in the 
U.S. and other developed countries during this recovery period. Productivity growth is essential for long-run 
growth in an economy, as it allows economies to use their current level of resources more efficiently. Particularly 
when coupled with the slowdown in the growth of the workforce, mostly due to changing demographics, a lack 
of productivity gains inhibit economies from experiencing more robust activity.  
 
Broad measures of economic activity show continued moderate growth ʄ The Manufacturing Composite 
Index and the Non-manufacturing Composite Index, both published by the Institute for Supply Management 
(ISM), give an indication of how the overall national economy is performing. The most recent May indices 
show that both the manufacturing and non-manufacturing sector continued to expand, with both indices 
remaining in expansion territory. These two indices use data collected from business surveys that gauge activity 
by tracking key behaviors, such as placing new orders, increasing production volume, hiring new employees, 
and making deliveries.  
 

The U.S. economy continues to grow 
modestly, driven mostly by the stronger 

services sector. An aging workforce, combined 
with slower productivity growth and business 

creation, among other factors, continue to 
temper economic growth.  
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As shown in Figure 20, the non-manufacturing index, which covers the largest portion of economic activity in 
the U.S., covering industries ranging from agriculture to professional, scientific, and technical services, and 
from retail to construction, dropped to 52.9 in May from 55.7 in April. Despite the decline, the index remains 

above the 50 threshold, indicating that the 
nonmanufacturing sector of the economy 
continues to expand, just at a slower pace. Nearly 
all of the components of the index moderated over 
the month with the employment component 
entering contraction territory. This may indicate 
some moderation in overall growth in the services 

sector. However, prior to Mayõs decrease, the index was generally trending upward and May marked the 76th 
consecutive month of expansion in the services sector.  
 
After falling into contraction territory at the end of 2015 and into the beginning of this year, the manufacturing 
sector has remained in expansion territory for three months, according to the ISM manufacturing index. Mayõs 
index of 51.3 was a welcome increase from Aprilõs 50.8. The new orders component of the index remained 
strong indicating that U.S. factories continue to rebound from the slump. However, the employment 
component in the manufacturing index was in contraction territory. Overall, the report indicates that the 
manufacturing sector has been showing signs of improvement. Furthermore, the manufacturing businesses that 
focus more on supplying domestically demanded goods continue to perform better than those that rely on 
international demand.  
 

Figure 20. ISM Manufacturing and Non-Manufacturing Indices* 

 
*Readings above 50 indicate expansion in the industry while readings below 50 indicate contraction.  
Source: Institute for Supply Management 

 
Business investment remains weak, largely due to the slowdown in the energy sector ð Many indicators 
of business investment indicate overall business investment has remained weaker during this expansion period 
than in previous expansion periods. Recently, investment has been trending into negative territory, as shown in 
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The manufacturing index has trended upward 
since January and has remained in expansion 

territory since March.  

The ISM non-manufacturing index, which looks 
at the largest portion of U.S. economic activity, 
shows continued but slower expansion in the 
sector. The manufacturing index continues to 
regain ground and has remained in expansion 

territory for the past three months.  

The non-manufacturing index decreased in 
May but remains well into expansion territory.  
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Figure 21, which shows non-residential business investment. However, the large drop in investment in the 
energy sector has driven the majority of the downturn as illustrated in the figure. Business investment outside 
of the energy industry has remained positive throughout the last year, giving some indication that investment 
in other sectors remains more stable.  
 
Business investment is vital for the overall economy in that it enables continued growth and job creation. 
Furthermore, business investment is critical for enabling greater productivity growth, which allows for a higher 
sustained level of longer-run growth in an economy. The recent, subdued trends in business investment suggest 
that the slower pace of growth for the U.S. overall in the current expansion is likely to continue, at least in the 
near term.  
 

Figure 21. Non-residential Business Investment 
(Percent change from same quarter one year prior) 

 
Source: U.S. Bureau of Economic Analysis  

 
The national labor market continues to improve, but at a slower rate ð The May employment report from 

the U.S. Bureau of Labor Statistics suggested that hiring slowed during the month, but other indicators still 

point to mostly positive labor market conditions. For example, employers are reporting difficulty filling 

positions and there are signs of upward pressure in wages, along with a rising quit rate, which signals greater 

worker confidence in the labor market.  

Unemployment has continued to fall ð The U-3 rate, the most commonly reported unemployment metric, 

was 4.7 percent in May, down from 5.5 percent in the same month last year. The U-6 rate, which includes 

people not in the labor force who want and are available for work, as well as people working part-time for 

economic reasons, dropped to 9.7 percent in May, a decline of 1.1 percentage points since May 2015. Both 

indicators are still above their pre-recession lows, but the marked improvement over the last year points to a 

tightening labor market. On the other hand, as an indication of less positive conditions in the jobs market, the 

labor force participation rate fell in both April and May after posting six straight months of increases, and now 

stands at 62.6 percent.  
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Although investment in the energy sector has 
dropped dramatically over the past year, 

business investment outside of the energy 
sector remains positive, though subdued.
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Data from the U.S. Bureau of Labor Statisticsõ Job Openings and Labor Turnover Survey (JOLTS) shows the 

long-term trend towards a strengthening labor market. As job growth has continued, the quit rate has risen. 

Generally, a low quit rate indicates that employees feel that they 

may not be able to find another opportunity, so they stay at their 

current jobs rather than leaving. A rising quit rate, as has been 

seen over the last few years, indicates that employees are 

increasingly confident that they will be able to find new positions 

after they leave their current ones. Workers can often receive 

higher wages when they move to new positions, and thus the rising quit rate, or the percent of workers leaving 

their jobs voluntarily, should also bolster overall wage growth. In April, the quit rate registered 2.0 percent and 

represented 58 percent of all employment separations. For context, in the previous business cycle the quit rate 

hit a low of 1.8 percent in 2003, then peaked at 2.3 percent in 2007, whereas in this cycle the quit rate fell all 

the way to 1.3 percent in 2010 and has slowly risen since. 

Figure 22. Quit Rate and Job Openings 

 

Source: U.S. Bureau of Labor Statistics 

Worker compensation is rising ð U.S. workers as a group saw their average inflation-adjusted hourly 

compensation rise from $24.97 in May 2015 to $25.59 in May 2016. Compensation trends are important because 

higher pay and benefits can help sustain economic growth by creating greater consumer confidence and higher 

levels of spending. Rising wages can signify greater gains in productivity, which helps boost living standards.  

As Figure 23 shows, wage growth slowed significantly in 2008 and 2009, 

and has only recovered at a slow pace. Wage growth began to accelerate 

again in mid-2014 and has now been above 3 percent for all but one month 

since January 2015, hitting a high of 3.4 percent in April of this year, still 

below what has been seen in most recent expansion periods.  
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The quit rate has risen steadilyover 
the past three years, indicating 
increased worker confidence.

Wages grew by 3.4 percent 
in April, likely due to a 

tightening labor market.  

The quit rate was 2.0 percent in April 
as it continues to rise from a low of 

1.3 percent in 2010 towards the 
previous cycle peak of 2.3 percent. 
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Figure 23. Atlanta Fed Wage Growth Tracker, 3-Month Moving Average 

 

Source: Federal Reserve Bank of Atlanta 

One potential explanation for the recent wage increases is a tightening labor market. As employers find it harder 

to fill new positions, they are likely to pay higher wages in order to better recruit and retain talented employees 

among a smaller pool of job candidates. Figure 24 gives support to this explanation, as it shows that the number 

of unemployed persons per job opening has been falling. As of April 2016, there were 1.37 unemployed people 

per job opening, a notable drop from the 2.63 unemployed people per job opening at the beginning of 2014. 

Figure 24. Unemployed Persons per Job Opening 

 
Source: U.S. Bureau of Labor Statistics, OSPB calculations 
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The number of unemployed people perjob 
opening has fallen steadily over the last two 
years, indicating a tighter labor market and 
suggesting that workers may have more leverage 
to command higher compensation.

Wage growth has been trending 
upwards, but is still below historical 
norms for expansionary periods. 
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Employment growth is slowing ð As Figure 25 shows, year-over-year job growth slowed from 2.2 percent 

in May 2015 to 1.7 percent in the same month this year. While job growth accelerated in the financial activities, 

education and health, and retail trade sectors, it was not enough to offset job losses in the manufacturing and 

mining and logging sectors. Other sectors saw employment growth, 

but at a slower rate than in previous months. Mining and logging has 

been hit especially hard by low oil and commodity prices as firms 

have shed over 16 percent of their workforce since May 2015. 

Mining and logging industries represent less than one percent of U.S. nonfarm employment, so the impact of 

these losses on the broad national economy has been minimal. 

Figure 25. Year-over-Year National Job Growth by Sector 

 
Source: U.S. Bureau of Labor Statistics, OSPB calculations 

 
International Economic Conditions and Trade 
 

The global economy continues to show signs of weakness, as growth remains slow and vulnerable to downside 

risks, which could threaten the current expansion. In light of the continued slow growth and downside risks, 

the World Bank has recently revised their forecast for 2016 world GDP growth downward from 2.9 percent to 

2.4 percent. In general, advanced economies are expected to fare better than commodity-exporting emerging 

economies, which are currently facing headwinds due to declining commodity prices and unfavorable exchange 

rates.  

 

The J.P. Morgan Global All-Industry Output Index declined from 51.6 in April to 51.1 in May, both well below 

the cycle high of 55.5 in July 2014. Ratings above 50 indicate economic expansion, while ratings below 50 

indicate contracting activity is expected. The decline to 51.1 in May suggests that while the global economy is 

still expanding, economic activity remains sluggish. 
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Over-the-year job growth slowed 
to 1.7 percent in May of this year 

from 2.2 percent in May 2015. 
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The dollar has softened slightly, depreciating in value compared 

with a basket of foreign currencies, but remains in a strong 

position. A strong dollar can adversely affect American 

exporters by making their products and services more 

expensive to foreign buyers. While a strong dollar also makes 

imports cheaper, benefiting consumers and businesses buying from other countries, U.S. imports have not 

grown as expected. This may be due to worldwide trading trends, as global export values have now fallen for 

seven consecutive quarters and global import values for eight quarters.  

 

In addition, there is political uncertainty in the Eurozone regarding the outcome of Britainõs referendum on 

whether to exit the European Union, scheduled for June 23. A vote to leave the EU could further weaken 

economic growth in that region.  

 

Chinaõs economic rebalancing continues ð While Chinaõs economy has stabilized somewhat in the first 
quarter of 2016, recent indicators have suggested that this stabilization may not persist. Chinaõs transition from 

an economy driven by industrial production toward one based on domestic consumption is having spillover 

effects around the world, specifically in trade, commodities, and manufacturing.  

 

China accounts for more than 10 percent of all global trade and is a top-10 trading partner with more than 100 

nations. As a result, any reduction in Chinaõs demand for imports will have an effect on countries around the 

world. This is seen most clearly in the commodities market. China is a major commodities importer, accounting 

for about 40 percent of global demand for metals in 2014. Chinaõs slowing economy and declining demand for 

commodities have contributed to falling prices, causing harm to commodities exporters, which tend to be 

developing nations. At the same time, excess industrial capacity has contributed to an oversupply of steel and 

certain other manufactured goods, lowering prices below what is needed in order for industrial producers to 

remain viable.  

 

International trade continues to slow worldwide, but U.S. exports are stabilizing ð Globally, total trade 

values have been declining for about two years. This can be attributed to the slowdown in China, the strong 

U.S. dollar, weak global economic growth, and the decline in oil and other commodity prices. The dollarõs value 

in terms of other currencies has moderated slightly since January, but remains strong. This recent softening 

relative to major trading partners has provided some relief to U.S. goods manufacturers who have been 

struggling to sell their products overseas. Figure 26 shows the relationship between U.S. goods exports and the 

strength of the dollar since 2010. Note that exports fall as the value of the dollar rises and U.S. goods become 

more expensive to foreign buyers.  

 

 
 
 
 
 
 
 
 
 
 
 
 

The dollar remains strong but has 
moderated slightly in recent months, 
offering some relief to U.S. exporters 

and multinational businesses.  
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Figure 26. U.S. Goods Exports and Broad Dollar Index 

 
Source: Federal Reserve Bank of St. Louis  
 

This decline in trade is seen in Coloradoõs export sector as well ð Coloradoõs goods export value declined nearly 

$600 million from 2013-2015, and the first four months of 2016 saw state goods exports declined 11 percent 

as compared to the same period last year. Exports to China have declined 21 percent so far this year, 

representing about 18 percent of the total decline in Colorado 

exports. Figure 27 shows the values of Coloradoõs goods exports 

to the top five trading partners since 2010. A portion of the decline 

in the value of Coloradoõs exports can be attributed to the sharp 

fall in oil and gas and other commodity prices. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

90

95

100

105

110

115

120

125

130

$90

$100

$110

$120

$130

$140

$150

J
a

n
-1

0

A
p

r-
1

0

J
u

l-
1

0

O
c
t-

1
0

J
a

n
-1

1

A
p

r-
1

1

J
u

l-
1

1

O
c
t-

1
1

J
a

n
-1

2

A
p

r-
1

2

J
u

l-
1

2

O
c
t-

1
2

J
a

n
-1

3

A
p

r-
1

3

J
u

l-
1

3

O
c
t-

1
3

J
a

n
-1

4

A
p

r-
1

4

J
u

l-
1

4

O
c
t-

1
4

J
a

n
-1

5

A
p

r-
1

5

J
u

l-
1

5

O
c
t-

1
5

J
a

n
-1

6

A
p

r-
1

6

B
ro

a
d

 D
o
lla

r In
d

e
x

E
x
p

o
rt

 V
a

lu
e

 (
$

 b
ill

io
n

s
)

Goods Exports (Left Axis) Broad Dollar Index (Right Axis)

Colorado export values have been 
falling since 2014, and through 

April were 11 percent below where 
they were at the same point in 2015. 

Starting in fall 2014, the dollar began 
to strengthen, causing exports to 
begin to fall soon after. 
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Figure 27. Export Value to Coloradoõs Top 5 Trading Partners, Trailing 12 Months 

 
Source: WISERTrade 
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Coloradoõs exports have been declining 
since 2014, led by a large decline in 
exports to Canada, and are expected to 
fall further in 2016.  
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Summary of Key Economic Indicators 
Actual and Forecast 

 

 
U.S. Gross Domestic Product (GDP) 

 

 

¶ GDP is a barometer for the economyõs 

overall performance and reflects the value 

of final output in the U.S. 

¶ The U.S. economy posted a moderate 

expansion of 2.4 percent in 2015 in the 

face of slow global growth. The pace of 

growth will moderate further in 2016 to 1.8 

percent. 

 
U.S. and Colorado Personal Income 

 

 

¶ Personal income growth in Colorado 

slowed to 5.1 percent in 2015 from a 6.2 

percent rate in 2014, largely due to slowing 

employment growth and especially the oil 

and gas slowdown. Personal income 

growth will moderate further in 2016 as the 

energy sector continues to contract. 

¶ Nationwide, personal income growth 

remained steady at 4.4 percent in 2015. A 

tighter labor market and gradual wage 

increases will allow personal income 

growth to remain steady through the 

forecast period. 
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U.S. and Colorado Per-Capita Income 
 

 

¶ Per-capita income in Colorado increased 

to $50,418 in 2015 and will grow 3.1 

percent to $51,956 in 2016. 

¶ In the U.S., per-capita income increased to 

$47,727 in 2015 and will grow 3.2 percent 

to $49,275 in 2016. 

 

 

U.S. and Colorado Wage and Salary Income 

 

¶ Wage and salary growth in Colorado 

moderated in 2015 to 5.6 percent, largely 

due to the loss of relatively high-paying oil 

and gas jobs. Growth will decrease slightly 

in 2016 to 5.3 percent.  

¶ Wage and salary income for the nation 

increased 4.6 percent in 2015. Moderating 

employment growth will be countered by 

quicker wage growth allowing wages and 

salary to grow around the same amount in 

2016. 
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