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The Colorado Water Market is a Critical 
Component of Residential Development 
Like many Western states, Colorado is growing and
home builders are struggling to keep up with
demand. Annual permits for new housing
construction have tripled since the end of the
economic recession but home prices signal a
continued housing shortage. Home prices in
Colorado appreciated by close to 20% over the past
year. New homes need a reliable water supply, and
the Colorado water market has been a critical
component of residential development, allowing
water rights to transfer to municipal water utilities to
serve new homes and businesses. While the
Colorado water market is focused on new municipal
demands along the fast-growing Front Range, the
market is also assisting rural areas of the state with
local water management challenges related to
groundwater overdraft and environmental issues.
Overall, Colorado has a diverse and robust water
market that is fueled by competition for reliable
water assets and by creativity to meet varied water
challenges across the state.

https://waterexchange.com/
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Tail End of 
Recession

Housing & Economic Recovery

Size of the Water Market
The Colorado water market sees about $120M in annual transaction activity. The market
size has increased significantly coming out of the economic recession as the Colorado
water market is driven by the Front Range residential real estate market. The market sees
close to 200 trades per year which annually transfer about 50,000 AF of water through
sales and leases.

Trends in the Colorado Water Market Value and Housing Permits

Source: US Census Bureau

https://waterexchange.com/
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Hot Spots & Drivers of Market Activity

Price Disparity in the Colorado Market
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CBT Contract Units

Denver Basin
Groundwater Rights

The Denver Basin is a groundwater resource that stretches
from Colorado Springs to Greeley. The Denver Basin was
historically a primary source of supply for many
communities south of Denver and there was a more active
market for transactions of Denver Basin water rights. Due to
declining aquifer levels, most South Denver communities
have shifted their focus to renewable surface water
supplies which has resulted in a decline in trading activity
for Denver Basin rights and relatively low prices with no
price appreciation over the past 20 years.

The Colorado-Big Thompson (CBT) project is the most
important regional water supply project in Northern
Colorado. Permanent contracts for CBT water supplies are
actively traded and the CBT market is the oldest and most
active part of the Colorado water market. Only about 10% of
the total CBT contracts remain potentially available for sale
while demand for these contracts as a best-in-class water
supply persists. These supply and demand factors have
resulted in average annual price appreciation of 20% since
2018.

This competition and the escalation in housing
prices has fueled price appreciation in desirable
water assets such as Colorado-Big Thompson
(CBT) contract units and specific ditch company
shares that fit well with municipal water systems.
Other Front Range water assets such as Denver
Basin groundwater rights have seen minimal
appreciation. There has been and continues to be
significant price disparities between various
Colorado water assets driven by supply and
demand factors.

Prices for CBT contracts and Denver Basin rights 
provide bookends on Front Range water right pricing

The Colorado water market is focused on the Front
Range, which extends from Colorado Springs north
to Fort Collins and includes the Denver Metro area.
About 95% of the total market value and 70% of the
trading volume is focused in this area due to
population growth and associated home building
activity. The Front Range does not have a regional
wholesale water provider and therefore many
individual towns, water districts, and land
developers find themselves in competition for
reliable water supplies.

Trading on the Front Range

https://waterexchange.com/
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Trends in the Colorado Housing Market

Colorado’s Water Market Outlook
The Colorado water market is closely linked with the housing
market, and the water market will remain strong so long
as the housing market remains strong. Recent real estate
metrics show that the housing market is under-supplied
on the Front Range resulting in low inventory and high
prices. These metrics point to sustained activity in
the Front Range water market. Price appreciation
for CBT contracts and other high value water
assets has outpaced home price appreciation
since 2012, indicating that developers are
potentially facing reduced profits and/or
fewer opportunities due to water supply
acquisition costs The relatively high costs
of CBT shares has prompted greater
interest in ditch company shares and
other alternative water assets to
support home development.
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Source: Colorado Association of Realtors

Median Sales Price

Months of Supply Inventory 

Comparison of Water & Home Prices

CBT Monthly Price Index

S&P/Case Shiller Denver Home Price Index

https://waterexchange.com/
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Colorado has multiple other 
drivers for water market 
activity besides home 
building. These include:

GROUNDWATER MANAGEMENT

DIVERSIFY SUPPLY

ENVIRONMENTAL FLOWS

As with many Western states, Colorado has taken steps to improve management of groundwater
resources and these regulatory actions have prompted water market activity. In the South Platte
Basin north of Denver, water marketing activity to augment the effects of groundwater pumping
started in earnest about 20 years ago and has continued to the present. In the San Luis Valley, farm
buy outs, fallowing programs, and other conservation actions have been pursued to reduce
overdraft of the regional aquifer.

Since the early 2000s, there has been an ongoing desire among South Denver Metro water
providers to diversify their water supply portfolios away from Denver Basin groundwater supplies.
This desire has fueled multiple water right acquisition and conveyance projects to bring renewable
surface water resources from the South Platte River system to the Denver Metro area. Projects by
Aurora and Castle Rock are prominent examples. Small water districts near Colorado Springs have
also signaled a desire to invest in new projects to diversify their water portfolios.

Through the combined efforts of state agencies and environmental non-profits, new and innovative
water lease transactions continue to be developed to improve flow conditions in critical stream
reaches. Recent project examples include the Tomichi Creek Project and the 15-Mile Reach Project.
Annual leasing of surplus reservoir storage water for environmental purposes has also become
common in much of Western Colorado.

WHAT ARE 
THE OTHER 
MARKET 
DRIVERS? 

https://waterexchange.com/
https://www.rgwcd.org/subdistricts/subdistrict-no-1
https://www.auroragov.org/residents/water/water_system/water_sources/prairie_waters
http://crgov.com/1793/Import
https://coloradowatertrust.org/project/coats-bros-ditch-tomichi-creek
https://coloradowatertrust.org/project/15-mile-reach


WestWater Research is the leading economic consulting firm in pricing, valuation, and transaction advisory services for
water rights and water resource development. Our clients rely on our expertise to make sound water resource
management and financial decisions when water demands increasingly outpace available supplies.

We work across the country with five regional offices to provide market intelligence, valuation, transaction advisory,
strategic planning, and asset management services relating to water rights and water resources. We are known for our
rigorous analysis, and information-driven water rights investment strategy formulation and execution

www.waterexchange.com (208) 433-0255

ABOUT WESTWATER RESEARCH
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Disclaimer/Disclosures: The information contained above is provided for informational and educational
purposes only. Nothing contained herein should be construed as investment advice. WestWater Research LLC
does not make any recommendation to buy or sell any security, and does not make any guarantees of future
performance. Past performance is not indicative of future results.

To find out more about WestWater and stay up to date on the Western water market, please visit 
our website at www.waterexchange.com

If you want to hear more about the Colorado water market, please tune into our webinar in 
partnership with the Colorado Association of Realtors on May 18.
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