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Summaryv Stable Expectations

The panel of business leaders surveyed in the Leeds Business Confidence IndespB£cl)
steadyoptimismahead of Q 2016, but expectations were lower for Q3 20Ikhe indexsin
positive territory (above 50) for all metsin the indexsave for the national outloalSales
expectations topped theutlook, and nationalexpectations werdeastoptimistic.

According to the Bureau of Economic AnalyBiSA)the United Statesecorded real GDP
growth of2.4%(seasonally gdstedannual rate)n 2015.Quarterly growth peaked in Q2 2015
(3.9%), followed by 2% and 1.4% in Q3 andréepectivelyColorado recorde@DP growth of
2.4%in Q3 2015, ranking the state ttBfastest growth nationallyThe Rocky Mountain region
grew at2.6%.

Business leaders discussed their greatest condsvagjuarters out The top concerns

identified by respondents includetie pending election, the impact of commodity prices
(notably, oil and gas prices), the global economy, the political clinregrest rates and Fed
policy, the U.S. business cycle, government regulation, and slower job growth. Examining the
top three concerns, respondents most frequently noted the pending election, the impact of
commodity prices, and the global economy as tlgegatest concerngsee appendix)

Additionally, dittle more than half of respondents (52%) indicated the presence of a talent
shortage inColorado. Most often, panelists described the shortage as leading to higher
salaries/wagedower retention,slowerbusinesgrowth, and highe project costsAs well,
panelists described longer recruiting procesdthe need to recruit fromout-of-state.
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state economy, industry sales, profits, hiriplgans, and capital expenditures, is at 5804Q2

2016 (unchanged —
from Q1)and pdex SRS Sty Leeds Business Confidence Inde~

54.4 for Q3 2016. =
Expectations fell
compared to a
year ago for bth
Q2(-6.3 points)
and Q34{3.9
points). A total of
327 panelists
responded to the
survey.
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Note: The larger the word, the more responses the concerns ganmelrég.

National and State Economieg Declining Outlook

Expectations about thaational economy and the stateconomyboth decreasedihead of @Q
and Q3 In particular, national expectatiorssippedbelow neutral, fallingrom 50.5 to 49.5
ahead of Q2 and 49.zhaad of Q3Expectations about the staffell 2 points andthe national
economydeclinedl point Business leaders remained more positiveatithe state economy
than the natonal eonomy.

Overall expectations for thestate economydecreasedrom 59.3in QL 2016 to 57.3in 2 2016
and 56.5 in Q3Nearly40%of panelisteexpect the state economy to expand, a6 of
respondents are neutrallhree percentof respondentexpect a strong increase in the state
economy,andless thanl% ofrespondentsanticipatea strong decrease.

Confidence in the national econondgcreasedhhead of @ and Q3from 50.5in Q1to 49.5in
Q22016 and 49.2 in Q3 216. Pessimist®utnumberedoptimists 286 to 26%.

According to thehird estimate from he BEAU.S GDRn (4 2015 experienceda 1.4%
increaseand expanded 2.4% for the yedhe BEAeported:

The deceleration in real GDP in the fourth quarter primegilgcted downturns in
nonresidential fixed investment and in state and local government spending, a
deceleration in PCE, aaddownturn in exports that were partly offset by a smaller

Leeds Sohool of Business
PR LD O e, T ”“ TS ST e AR
T = N 3 [ ey e









f nrt AN NN4AN aNA4A nN4n N4 mp__l'\'A‘,A_ DAAT
a T

}JI]

While half of respondents are neutraB3% expect a boost in capital expendituresth the
overall index increasinglightlyto 54.1 in Q2 2018Capital expenditure expectations decrease
for Q3 to 52.1.A total of4.3%respondentsexpect a strong increassompared t03.4%who
anticipatea strong decrease in capital expenditures.

Hiring expectationsncreased as welh the 2 2016 survey, fromb4.9to 55.6 but decreased
to 53, for Q3 About49% of respondentare neutral on hiring and another 37% of panebts
note positive expectationdgndicating employment in Colorado continueshtave upward
growth potential.

Theunemployment rate in Coloraddecreased ta3%in February2016, which compares to the
national unemployment rate of.9%.Employment growttwas recorded yeaoveryear inmost
metropolitan areasaround the statewith the Fort Collind_oveland MSA antthe Colorado
SpringdViSArecording the fastest growth, 3.8% and 2.7% yeaer-year, respectively. The
DenverAuroraBroomfield(2.5%),Boulder(1.8%) Pueblo(1.5%),and Grand Junction (0.2%)
MSAsalso recorded employment growtlivhile the Greeley MSA recordea sixthconsecutive
month of yearoveryear declines-0.6%).

Across the state, the greatest yeaver-year percentage gaina employmentwere inLeisure
and Hospitality(6.3%) Construction (4.3%gnd Education and Health Services (4Phg
weakestsector for growthwasMining and Logging19.1%)
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About the Panelv Company Size and Length of Time in Business

Panelists were asked two additional questions, one about the size of their company and the
other about how long theicompany has been inusinessAbout half(49.3%) of survey
respondents work for companies with fewer than 50 employddeefour largest groups were
represented by companies withtd employees9.6%),100t249 employees 18%),1,000 or
more employees 3.8%), andb t9 employeegq12.24).
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expectationgdecreased 0.®oints. Whileremainingabove theneutral threshold, small
employers (fewer than 50 employees) were notably less optimistic ldw@@ employers. The
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overall index for small employenscreased tdb4.1versuss7.2for large employers.arge
employerswere more bullish than small employers in every categbhe greatest differential
(6.5points) was in hiring plansvith smallemployersrecording a reading 2.7 comparedto
largeemployers[reading 0f59.2.

More than87% of surveyespondentsvork at along-standingcompany that has been in
business for more than 10 yeaildewercompanies were more bullish thdong-standing
companies.The index by firm tenure (how lonighasbeen in business) wdsgher forfirms in
businesdessthan 10 years§8.1) thanfor firms in businesmorethan 10 years %5.1).

Whileresponding panelists represenearly every industry in the statéje largest percentage
of respondents to the @
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Distribution of Expectations
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Appendix: Overalloncerns LookingAheadto Q3 2016

Concern 1 2
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