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Troubled Waters –
How Did We Get Here?

� Global “savings glut.”More cash feeds more credit.

� Global housing boom. More lending, more buying, 
more building, and higher prices.

� More leverage. Homebuyers, lenders, and investors 
overextended.

� More parties involved via asset-backed securities 
and derivatives. Problems with credit ratings and 
speculation.

� Asset prices fall, global “deleveraging” begins.
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And How do We Get Out?

� Stable housing markets critical. Credit availability, 
buyer confidence, foreclosure prevention are key.

� Time needed for financial “housekeeping.”

� Government Interventions:
� Federal stimulus package ($775 billion?) could include tax breaks, 

infrastructure projects

� Infrastructure-related stimulus measures at local level

� Interest rates essentially zero; Federal Reserve continues with “balance sheet”
approach

� TARP – second half of funds to be distributed

� Mortgage loan workout programs – better participation and success rates?
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National Economic Trends

2007 2008 2009

Gross Domestic Product contracts 2.0% 1.3% -0.9%

Inflation moderating as oil prices decline 2.8% 3.9% 1.9%

Job Growth nonexistent 1.1% -0.3% -1.1%

Rising Unemployment 4.6% 5.7% 7.7%

Real Retail Trade Sales decline as 
consumers remain wary

1.2% -3.9% -3.5%

Home Prices hit bottom -1.8% -8.6% 0%

Median Home Prices flat ($000) $217.9 $199.1 $199.1

Total Personal Income growth slows 6.1% 4.0% 2.0%
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U.S. and Colorado Nonfarm Job 
Growth Rates, 1940-2009f
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Colorado Outperforms the U.S.

2009 forecast values Colorado United States

Job losses less severe -0.4% -1.1%

Unemploymentrate lower 6.4% 7.7%

Inflation Rate slightly higher 2.2% 1.9%

Real Retail Trade Sales more stable 0.0% -3.5%

Home Prices more stable* 1% 0%

Median Home Price higher* $228,000 $199,100

Total Personal Income growing faster 2.7% 2.0%

Per Capita Personal Income higher (2008) $43,100 $40,200

*Data for Metro Denver
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Nonfarm Job Growth Rates
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Metro Area Job Growth, Year-to-Date 
Through November 2008

Source:  Colorado Department of Labor & Employment
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Employment Growth by Industry, 2008

Source:  Colorado Department of Labor & Employment
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Colorado Key Industry Clusters

� Aerospace
� Agriculture 
� Bioscience 
� Energy & Renewable Energy 
� Information Technology & 

Communications 
� Tourism 
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Unemployment Rates
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Metro Area Average Unemployment Rates, 
January through November
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2008 Population and 2008-2009 Forecast
Growth by County

Source:  Colorado Division of Local Government
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Net Migration as a Percent of Total 
Population Change (2004-2009)

Source:  Colorado Division of Local Government
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Average Annual Population Growth
by County
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Stock Market Volatility (DJIA)
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Source:  Yahoo! Finance

2004: 21% of U.S. families have stocks; 50% have retirement accounts
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Metro Denver Real Retail Trade Sales       
Growth Rates

Source:  Colorado Department of Revenue
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Metro Denver Home Sales

Source:  Metrolist, Inc.
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Metro Denver Foreclosures

Sources:  CB Richard Ellis; County Public Trustees
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Median Home Price
(in thousands)
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Metro Denver Building Permits
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Metro Denver Apartment Vacancy Rate
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Charting a New Course…

� Governments face new challenges 
• Declining revenues from retail, property, income taxes. Governments 

forced to do more with less.
• Balancing stimulus actions with long-term inflation and debt 

concerns, international policies. Ongoing moral hazard.

� Basics matter
• Business plans – increase efficiency, financial “housekeeping,” focus 

on key clients and long-term growth potential.
• Lending practices – new emphasis on sound financial underwriting, 

but reassessment of risk takes time.
• Household budgets – painful adjustments to new price levels and 

priorities. Need to rebuild wealth.

� The darkest hour is just before dawn
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