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ECONOMY AT A GLANCE

he Mississippi Index of Leading Indicators rose in

January, the largest monthly increase since June
2009. The December value was also revised upward.
The increase in the January index reflects improve-
ments in several measures of the broader economy
during the month (discussed on page 2).

The Mississippi Index of Coincident Indicators also
rose slightly in January, the thirteenth increase in the
last fourteen months. The fall in the unemployment
rate likely pushed the index higher. The performance
of the coincident index over the last year indicates
consistent if not particularly robust growth in the
economy.

The revised estimate of the Bureau of Economic

Analysis (BEA) lowered real U.S. GDP growth in the
fourth quarter of 2013 to 2.4 percent, compared to
the 4.1 percent increase in the third quarter. The
estimate of real GDP growth for all of 2013 remained
at 1.9 percent, almost a full percentage point lower
than growth in 2012.

While the U.S. economy got off to a relatively rough
start in 2014, expectations remain mostly upbeat for
the rest of the year. Most analysts primarily attribute
the variety of relatively weak economic data reported
for the past two months to the severe winter weath-
er that affected much of the country. If this character-
ization holds true, then the data released in the next
two to three months should begin to document an
improving economic situation.
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Figure 2. Index of Coincident Indicators
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Notes: The Mississippi Coincident Index is constructed by the Federal Reserve
Bank of Philadelphia and re-indexed to 2004. The Index is based on changes in
nonfarm employment, the unemployment rate, average manufacturing
workweek length, and wage and salary disbursements. The Mississippi Leading
Index is constructed by the Mississippi University Research Center. The U.S.
Indices are from The Conference Board. All series are indexed to a base year
of 2004.

The current issue of Mississippi’s Business as well as an
archive of past issues may be downloaded by visiting:
www.mississippi.edu/urc/publications.asp
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LEADING INDICATORS, JANUARY 2014

he Mississippi Index of Leading Economic

Indicators climbed higher in January due to
broad-based improvements in its components, as
seen in Figure 3. The index reached 102.7—its
highest level since January 2008—and more than
recovered the drop in December. Following the
rise in the value for January, the index stands 3 per-
cent higher than one year ago.

Seven of the eight components of the index added
to its value for January, with only U.S. retail sales
negatively impacting the value. The components
are discussed below in descending order of positive
contribution.
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Figure 3. Mississippi Index of Leading Indicators
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As denoted in Figure 4, inflation-adjusted Missis-
sippi income tax withholdings (three-month moving
average) increased markedly in January. The average rose
4.4 percent for the month and more than recovered De-
cember’s decline. The value of withholdings is 6.5 percent
greater than a year ago and has increased in five of the
last six months.

Following the relatively large decline in January, the Insti-
tute for Supply Management Index of U.S. Manu-
facturing Activity increased in February to 53.2 as indi-
cated in Figure 5. Most observers primarily ascribed the
January plunge in the value of the index to winter weath-
er, which likely extended into February as well. However,
new orders in February rose from 51.2 to 54.5 while pro-
duction fell from 54.8 to 48.2, reflecting the accumulation
of inventories. The index remains below the levels of the
last six months of 201 3.

As indicated by Figure 6, initial unemployment claims
in Mississippi tumbled 28.4 percent in January, marking the
fifth decline in the last six months. Continued claims
dropped in January as well, falling 14.3 percent to return
to their November level as seen in Figure 16 on page 6.
Both initial and continued unemployment claims rose in
December. In addition, Figure |17 on page 6 depicts the
seasonally-adjusted unemployment rate for Mississippi in
January of 7.5 percent, a level last observed in November
2008.

The U.S. Index of Consumer Expectations (three-
month moving average) rose 2.8 percent in January as
seen in Figure 7, increasing for the third straight month.
Despite the relatively unfavorable conditions of the past
two months, consumers continue to look more positively
to the rest of 2014.

Source: University Research Center

Figure 8 indicates the Mississippi Diesel Fuel Con-
sumption Index rebounded in January, increasing 2.6
percent after declines in November and December. Fur-
thermore, according to the U.S. Energy Information Ad-
ministration, the price of a gallon of diesel fuel in the Gulf
Coast district (which includes Mississippi) remained essen-
tially flat in January, increasing by 0.1 percent.

The Mississippi Manufacturing Employment Inten-
sity Index moved slightly higher in January, increasing by
0.7 percent as seen in Figure 9. Manufacturing was one of
only three sectors in Mississippi to add jobs in January.
The index is 1.6 percent below its value of one year ago.

Figure 10 depicts the increase in the value of Mississippi
residential building permits (three-month moving av-
erage) in January. This increase was the first since August
2013, and the January value of permits was 3.2 percent
higher than the previous month. Nationally, sales of new
single-family homes rose in January, increasing 9.6 percent
from December.

U.S. retail sales fell sharply in January, dropping 0.6 per-
cent from December as indicated in Figure | I. The Janu-
ary decline was accentuated by downward revisions by
the Census Bureau to figures for both November and
December 2013. After the revisions, December sales
actually fell 0.3 percent rather than increasing by 0.2 per-
cent as initially reported. Weather likely played a substan-
tial role in the January decline, as sales in the restaurant
segment fell for the second consecutive month while sales
at building material and supply stores increased. Analysts
expect sales to resume their growth once the effects of
winter diminish across most of the country. Year-over-
year retail sales for January were 1.9 percent higher.
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LEADING ECONOMIC INDICATORS, IN FIGURES
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COINCIDENT INDICATORS, JANUARY 2014

January marked the fourth consecutive month the Mis-
sissippi Index of Coincident Indicators increased in val-
ue, as displayed in Figure 12. The index was up 0.3 per-
cent and has risen in thirteen of the last fourteen
months.

Also at right, Figure |3 reveals income growth in both
the U.S. and Mississippi has been relatively flat since the
end of the “Great Recession.” While income growth in
Mississippi has remained positive since the third quarter
of 2009, the rate of growth has yet to reach |.5 percent.
These data suggest many of the jobs created since 2009
have been part-time and/or low-paying.

Figure 12. Mississippi Index of Coincident Indicators
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Figure 14 below indicates Mississippi remains slightly

Source: Federal Reserve Bank of Philadelphia

above the level of the “Great Recession” of 2007-09, as
measured by the coincident index. Eight of the twelve
southeastern states have fully recovered, as South Caro-
lina reached 100.0 percent in January. While the values
for Alabama and Florida both improved last month, they
remain considerably below the rest of the region. Texas
continues to distance itself from the other southeastern
states.

Figure 15 on page 5 indicates every state experienced an
increase in the value of the January index compared to
three months prior. The last month when no state’s

Figure 13. Change in personal income, 2007Q1-2013Q2

(Three-period moving average)

Percent
o —
o v — u»n

— N M T — MmO T —amM T —amMmT = mT — A m
Q000000 Q0000000000000 QQQ
NN O®OOWOWO®OWODOONNNNO O OO0 —— — — A A
O 00 0900900900900 = = = = — = = = — = — — — —
O O O O O O O O o o o O O 0O 0O OO OO o oo
Lo I oC B o B o B o BN o Y o N o I o I o I o BN o BN o I o Y o Y U & B o B o N o Y o I o IR oY}

= Mississippi —U.S.

three-month growth in the coincident index was nega-
tive was March 2012.

Source: Bureau of Economic Analysis
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NATIONAL TRENDS

he U.S. Leading Economic Index (LEl) increased 0.3

percent and the U.S Coincident Economic Index (CEl)
rose 0.1 percent in January, according to The Conference
Board. Following revisions, the LEI for December was un-
changed from the November value. The Conference
Board believes the recent movements in both indices indi-
cate economic growth should continue at its present rate
into 2014, possibly becoming more robust in the short-
term.

The Small Business Optimism Index compiled by the Na-
tional Federation of Independent Businesses (NFIB) rose
slightly in January to 94.1. The index climbed only 0.2 per-
cent, but nonetheless January marked the third consecu-
tive monthly increase. The index also reached its highest
value since August and is 5.8 percent higher than one year
ago. However, due in part to the uncertainty a number of

MARCH 2014

small businesses have about the economy, the index re-
mains below its pre-recession levels.

Also during February the Federal Reserve indicated that,
despite the weakness in the U.S. economy during the last
two months, it is prepared to continue with its tapering
program of reducing the amount of its bond purchases.
The Federal Reserve reduced its bond purchases by $10
billion at each of its last two policy meetings. Neverthe-
less, the central bank also signaled it will slow or stop the
reduction in its bond purchases if additional data indicate
the slowdown in the economy is due to significantly more
than unusually harsh winter weather.

In addition, the Federal Reserve is not expected to take
action to increase short-term interest rates until the sec-
ond quarter of 2015 at the earliest.

Figure 15. Three-month growth in the index of coincident economic indicators by state, January 2014
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MISCELLANEOUS ECONOMIC INDICATORS, IN FIGURES

Figure 16. Mississippi Continued Unemployment Claims
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Figure 17. Mississippi Unemployment Rate
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Source: U.S. Bureau of Labor Statistics; Seasonally Adjusted

Figure 18. Real Average Manufacturing Weelkly Earnings in Mississippi
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Figure 19. Mississippi Gaming Revenue

Source: U.S. Bureau of Labor Statistics; Non-seasonally Adjusted

Figure 20. U.S. Inflation: Price Growth Over PriorYear
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Figure 21.ISM Index of U.S. Nonmanufacturing Activity
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Figure 22. US. Small Business Optimism Index
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Figure 23. U.S. Light Vehicle Sales
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TABLE |. SELECTED ECONOMIC INDICATORS

January December January Percent change from

Indicator

2014 2013 2013 last month last year

U.S. Index of Coincident Indicators 108.1 108.0 104.6 0.1% 3.3%
2004 = 100. Source: The Conference Board

U.S. Index of Leading Indicators 99.5 99.2 94.1 0.3% 5.7%
2004 = 100. Source: The Conference Board

s921pu| d1Wwouo0dy

Mississippi Initial Unemployment Claims 9,239 10,506 12,905 -12.1% -28.4%

Source: Mississippi Department of Employment Security

Mississippi Income Tax Withholdings 112.0 107.3 105.2 4.4% 6.5%]

Three-month moving average; millions of 2004 dollars. Source: Mississippi Department of Revenue

Mississippi Diesel Fuel Consumption Index 96.6 94.2 96.3 2.6% 0.3%]

Three-month moving average; 2004 = 100. Source: URC using data from Mississippi Department of Revenue
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U.S. ISM Index of Manufacturing Activity 53.2 51.3 53.1 1.9% 0.1%

Advanced | month. Source: Institute For Supply Management

U.S. Consumer Price Index 123.8 123.4 121.9 0.4% 1.6%

2004 = 100. Source: URC using data from Bureau of Labor Statistics

Mississippi Continued Unemployment Claims 87,713 98,844 102,334 -11.3% -14.3%]

Source: Mississippi Department of Employment Security

$403B21pU| SNOdUR|DISI]

Mississippi Average Hourly Wage for Manufacturing 18.41 18.30 16.90 0.6% 8.9%

2004 dollars. Source: Bureau of Labor Statistics

Small Business Optimism Index 94.1 93.9 88.9 0.2% 5.8%

1986 = 100. Source: National Federation of Independent Businesses
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MISSISSIPPI EMPLOYMENT TRENDS

ississippi’s economy lost 4,000 jobs in

January, breaking a run of three consecu-
tive months of employment gains. Losses oc-
curred across almost all sectors, with only
manufacturing, government, and other services
eking out small gains. Over half of the jobs
losses took place in retail trade and construc-
tion, two industries that may have been partic-
ularly hard-hit by severe winter weather in the
state during January. Nevertheless, total non-
farm employment remains 0.9 percent higher
than one year ago.

For perspective on the state’s current employ-
ment situation, Figure 24 at right depicts
monthly nonfarm employment in Mississippi
since 2000. Clearly, employment in Mississippi
declined considerably during the three reces-
sionary periods experienced since 2000. Fur-
thermore, recovery of employment numbers

Figure 24. Monthly Nonfarm Employment in Mississippi, 2000-2014
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Source: U.S. Bureau of Labor Statistics

to pre-recession levels can require a prolonged length of time. For example, the peak level of employment in the state
immediately prior to the beginning of the “Great Recession” in March 2008 was still slightly below the peak level imme-
diately before the recession that began in June 2000. While the rate of growth in employment in Mississippi quickened
in 2013, as of January the total number employed remains almost 46,000 below the pre-recession peak—indicating re-
covering the jobs lost during the “Great Recession” will require still more sizable growth.

Table 2. Change in Mississippi Employment by Industry, January 2014

Relative
Share of
Total®

Mining and Logging 0.8%

Manufacturing 12.3%

Retail Trade 12.0%

Financial Activities 3.9%

Professional & Business Services 8.9%

Leisure & Hospitality

Government 22.1%

January December
2014 2013

9,100 9,200

137,900 137,800

133,900 135,600

43,600 43,800

98,200 98,400

125,100 125,100

246,300 245,700

JELTTETRY
2013

9,100

136,800

132,500

44,000

99,100

122,700

245,600

Change from
Prior Month

Level‘ Percent

(100)

100

(1,700)

(1.1%)

0.1%

(1.3%)

200

0.0%

600 0.2%

Change from
Prior Year

Level Percent

[,100 0.8%

1,400 .1
900
2,400

2.0%

700 0.3%

Relative shares are for the most recent |12-month average.

Source: Bureau of Labor Statistics
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MISSISSIPPI EMPLOYMENT TRENDS BY SECTOR, IN FIGURES
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EVOLUTION OF THE MANUFACTURING AND SERVICE ECONOMIES

Over time, the economies of nations, regions, and cities change due to a variety of factors. Advances in technolo-
gy, shifts in population, and changes in government policies are some of the events that can transform economic

systems. A case in point is how the economy of the

United States has become much more services-
oriented. As seen in Figure 25, in 1993 about one-
fourth of all jobs in the U.S. were in the services
sector; this share grew to approximately one-third
by 2013. Simultaneously, the number of jobs in the

Figure 25. Share of U.S. employment by industry
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The story is much the same—if not more pro-
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nounced—in Mississippi. As Figure 26 below indi-
Source: Bureau of Economic Analysis.
cates, in 1993 approximately 18 percent of jobs in
Mississippi were service jobs; by 2013 this share was 25 percent. Conversely, manufacturing jobs fell from 24 percent
of the state’s employment to |12 percent over the same period—a 50 percent reduction. The only other industry in

Mississippi with a substantial change was the leisure and hospitality industry, which increased from 7 percent of the

state’s total employment in 1993 to || percent by 2013, again as depicted in Figure 26 below. Many leisure and hospi-

tality jobs can also be considered very similar to those in the services sector.

The general public typically presumes U.S. manufac-

Figure 26. Share of Mississippi employment by industry turing jobs have declined solely because firms have
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Government 21%
: costs of labor. While jobs in some industries that
4 oy T
Leisure and Hospitality 7% are labor-intensive—such as textiles—have largely
Services _W 5% left the U.S., the complete picture for manufactur-
9 ing is more complicated. Other nations have made
Financial Activities - u2013 g P

4%

1993 | investments in capital and equipment and numer-
. 9%

Trade, Trans. and Ulites 19% ous manufacturing processes have become more
Manufacturing N 2’ Y automated, reducing the need for labor as individu-
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omy. In agriculture, for example, during the late

Source: Bureau of Labor Statistics. . . o .
ource: Bureau of abor Statistics nineteenth and early twentieth centuries increasing

mechanization pushed rural workers into major cities to seek jobs in factories. In both agriculture and manufacturing,
total output has increased over time as firms continue to substitute capital for labor. Figure 27 indicates how—after
adjusting for inflation—the value of manufacturing output in the U.S. increased over the last fifteen years as employ-
ment in manufacturing continually declined. In fact, although manufacturing accounted for a smaller share of U.S. GDP
in 2012 than in 1992, after adjusting for inflation the value of total GDP was 73 percent larger in 2012.
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EVOLUTION OF THE MANUFACTURING AND SERVICE ECONOMIES (CONTINUED)

Figure 28 indicates how manufacturing as a share of GDP in Mississippi also fell over the same period, while the pro-
portions from services and other industries grew. Yet real GDP for the state was almost 50 percent larger in 2012
than in 1992.

Figure 27. U.S manufacturing gross output and employment
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nation becomes more affluent.

Jobs in the services sector clearly dominate the current U.S. economy. As other nations with manufacturing sectors
primarily dependent on labor become more automated and individual wages rise, what role the services sector will
continue to play in the U.S. economy relative to the manufacturing sector becomes an important question. Very likely,
a number of manufacturing jobs that use relatively unskilled labor will not return to the U.S.—these jobs will reside in
countries with comparatively low-cost labor. On the other hand, the potential exists for jobs that require relatively
highly-skilled labor to develop in the U.S. in what is known as the “advanced manufacturing” sector.

While definitions vary widely, most descriptions of
Figure 28. Share of Mississippi GDP by industry advanced manufacturing involve such terms as
Leisure and hospicalicy MM 5% . “innovation,” “technology,” and “highly-skilled work-
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Transportation and uciicies W% g9, e such a workforce is education. In its 2012 report
Natural resourees and r:l::z — 8% ) - Capturing Pomestic ComPetitix,/e Advantfrge in Ad'vanced
Governmen: II88// o Manufacturing, the President’s Council of Advisors
Services EGEG— 5% on Science and Technology states, “The community
Information ™. 2%, ' . college-level of education is the ‘sweet spot’ for re-
Manufacturing _ ek 27% ducing the skills gap in manufacturing.” The report
Constructeon [, also recommends universities create programs and
O R 10% R0k PR 30 courses to focus on advanced manufacturing.

Source: Bureau of Economic Analysis.

Will increasing automation and growing wages in oth-
er nations foster an advanced manufacturing industry in the U.S.? Or will the decades-long trend of service sector jobs
rising as manufacturing jobs decline continue? Regardless of the outcome, for states like Mississippi that historically
have had a higher proportion of employment in the manufacturing sector, the implications are the same. The state will
require a well-trained and educated workforce in order to best position its economy.





