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FORECAST FOR 2016 GROWTH IMPROVES

he latest URC forecast projects Mississippi’s econo-

my grew 2.4 percent in 2016, as Figure | indicates.
Compared to the forecast of the previous quarter, this
estimate represents a considerable improvement of 0.9
percentage point. This latest forecast incorporates the
estimates of the U.S. Bureau of Economic Analysis (BEA)
of real GDP growth in Mississippi for the first two quar-
ters of 2016. URC believes growth in Mississippi’s econo-
my slowed in the second half of 2016. BEA will release its
official estimate of real GDP in 2016 for all states in mid-
2017. In contrast, the latest forecast for the U.S. economy
was revised downward by a full percentage point. While
BEA reported U.S. real GDP increased 3.5 percent in the
third quarter of 2016, the forecast for growth in the
fourth quarter is only 1.5 percent.

The latest forecast for the change in real GDP in Missis-
sippi in 2017 is an increase at an annual rate of 1.5 per-
cent, slightly less than the forecast of the previous quar-
ter. However, the 2017 forecast reflects a considerable
decline in growth from 2016. Employment growth is pro-
jected to curtail in 2017 as discussed on page 2. The slow-
er growth in Mississippi’s economy in 2017 is forecast de-
spite the improvement expected in U.S. real GDP growth.
Real GDP in Mississippi for 2018 is projected to

The URC forecast of the growth in personal income in
Mississippi for 2016 is 3.1 percent as seen in Figure 2 on
page 2. This estimate is the same as in the previous fore-
cast. For 2017, however, the projected growth in personal
income has declined from the previous quarter. The latest
forecast anticipates growth in personal income in the state
of 3.3 percent in 2017, which is 0.5 percentage point less
than in the prior forecast. Personal income growth in Mis-
sissippi for 2018 is expected to equal 4.4 percent, which
equals the value from the previous forecast. As Figure 2
indicates, the 2018 forecast, if realized, would mark the
strongest income growth in the state since 2008 when
personal income increased by 5.2 percent. However,
some of the growth is the result of higher inflation, as the
income data are reported in current dollars. The forecasts
for personal income growth in Mississippi for 2016, 2017,
and 2018 are all lower than the comparable forecasts for
the U.S. The forecast for growth in U.S. personal income
for 2016 equals 3.5 percent, slightly higher than the fore-
cast for the state. U.S. personal income in 2017 is ex-
pected to grow 4.6 percent, |.3 percentage point higher
than for Mississippi. In 2018, U.S. personal income is pro-
jected to grow 5.2 percent, 0.8 percentage point higher
than personal income growth in Mississippi.

grow |.9 percent, the same as the forecast of the
previous quarter.

As noted above, the latest forecast projects the
U.S. economy grew 1.6 percent in 2016, which if
realized represents a decline of 1.0 percentage
point from the growth rate of 2015. For 2017,
the forecast of U.S. real GDP growth improves
to 2.3 percent. In its latest analysis IHS Markit
attributes the improvement in the forecast for
2017 to a waning inventory correction and an
increase in energy-related investment. Real GDP
growth for 2018 is forecast to increase to 2.6
percent, which should reflect the bulk of growth
that results from any significant policy changes

Figure |. Annual change in Mississippi real GDP
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enacted at the federal level in 2017.

To download the current issue of Mississippi
Economic Outlook, please visit:

www.mississippi.edu/urc/publications.asp

TProjected. Source: U.S. Bureau of Economic Analysis and URC
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SHORT-TERM FORECASTS

n the latest forecast, URC projects that
Information and Finance, Insurance, and
Real Estate were the sectors in Mississippi’s .
economy that contracted in 2016. These 5.0% |

6.0%

changes are found in the first section of Ta-
ble | on page 3. URC projects Natural Re-
sources and Mining experienced the largest 3.0%
increase in real GDP in 2016. Most of this 0%
increase was driven by the increase in the
value of output from the state’s agriculture
industry. Other sectors that URC expects 0.0%
grew substantially in 2016 in terms of real
GDP include Construction with an increase
of 4.5 percent and Professional and Business | 2%
Services with growth of 3.4 percent. No
sectors are forecast to contract in 2017, but
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considerably smaller growth in the state’s
overall economy is projected. The largest
increases in real GDP are forecast for Health Care and
Social Assistance and Information, both at 3.2 percent. In
2018, overall growth in Mississippi’s economy is expected
to increase, but output in two sectors, Natural Resources
and Mining and Other Services, is forecast to decline
slightly. Professional and Business Services is expected to
experience the largest real GDP growth in 2018 of 4.0
percent.

The forecasts of the changes in payroll employment in
Mississippi are found in the second section of Table |.
While the Bureau of Labor Statistics (BLS) has released
employment data for the state through December, these
data remain preliminary and subject to revisions; there-
fore, the table includes the forecast for 2016. URC antici-
pates employment in Mississippi increased 0.8 percent in
2016, which if realized represents less growth than the
[.2 percent increase in 2015. URC forecasts employment
in Educational Services grew 4.0 percent in 2016, the larg-
est percentage increase among all sectors. However, it is
a relatively small industry in the state in terms of employ-
ment. Similarly, URC projects employment in Natural Re-
sources and Mining fell 9.0 percent, although this sector is
also relatively small in terms of total jobs. Other sectors
URC forecasts declined in employment in 2016 include
Information; Finance, Insurance, and Real Estate; Profes-
sional and Business Services; and Other Services. Growth
in payroll employment in Mississippi is projected to slow
again in 2017, as URC forecasts an increase of only 0.3
percent. If realized, this increase would represent the
smallest growth in employment in the state since 201 I,
when the number of jobs was essentially unchanged. Nev-

tProjected. Source: U.S. Bureau of Economic Analysis and URC

ertheless, the declines in individual sectors forecast for
2017 are smaller than the decreases expected in 2016.
The largest percentage decline in employment is expected
in Information at 1.3 percent. Finance, Insurance, and Real
Estate employment is forecast to fall 1.0 percent in 2017,
which also represents the largest number of jobs a sector
in the state is expected to lose. Other industries project-
ed to lose jobs in 2017 include Manufacturing, Wholesale
and Retail Trade, Professional and Business Services, and
Other Services. The largest percentage increase in em-
ployment in the state in 2017 is anticipated for Natural
Resources and Mining, which is expected to rebound to
2.6 percent growth from the decline of 2016. However,
this increase represents less than 200 jobs. Health Care
and Social Assistance is forecast to add 1,700 jobs in
2017, the most of any sector. Growth in payroll employ-
ment in Mississippi is expected to improve in 2018, reach-
ing 0.8 percent. The largest percentage increase in em-
ployment is forecast for Professional and Business Ser-
vices, expected to grow by 3.5 percent, which also repre-
sents the largest increase in the number of jobs among all
sectors. Employment in the Construction industry is pro-
jected to increase by 2.2 percent in 2018. The largest de-
cline in employment is forecast for Educational Services,
which is expected to decrease |.0 percent. However, this
decline represents less than 200 jobs. Employment in both
Information and Other Services is forecast to fall by 0.6
percent. The declines in employment forecast for 2018
represent less than 250 jobs lost in any particular sector,
however.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2016 Percent| Annual Forecasts Annualized Quarterly Forecasts
Variable Value Change] 2017 2018 2019]2016Q4 2017QI 2017Q2 2017Q3 2017Q4 2018QI 2018Q2 2018Q3

Mississippi Forecast
Gross State Product (projected

2210 03] 00 -001 00 00  -05 00  -02 02 00 02 02

Payroll Employment (thousands

1,143 08/ 03 08 10 -03 07 07 07 07 0.7 1.0 0.7

47 18l 17 22 22 -4.0 2.8 1.8 1.6 07 32 26 23
Durable Goods | 9% 10/ -03 18 22 18 058 1.7 1.6 1.7 2.0 1.8 1.4

Transportation and Utilities 54 29] 13 12 06 36 12 1.0 1.0 0.7 1.5 1.8 0.7
13 .15 -13 -06 02 33 0.6 0.9 2.7 0.3 2.1 0.9 0.3

Professional and Business Services 101 -3.3 -0.2 3.5 2.4 -1.6 -0.4 3.2 3.2 3.6 3.9 3.5 2.7
Leisure and Hospitali 132 27 11 05 1.3 2.4 0.6 1.8 0.6 1.5 -0.3 0.9 0.6
40 09| -03 -06 -04

Unemployment Rate (%)%
Personal Income (millions of current $

11039 -189  -86 73 -40.1 42 -197 100
u.s. Forecast

Prime Rate (%)% 40 47 57 3.8 3.8 4.0 4.3 4.5 4.5
TSeasonally-adjusted. $Projected rates. Sources: U.S. Bureau of Labor Statistics, U.S. Bureau of Economic Analysis (levels), and URC (forecasts).
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FIVE-YEAR FORECASTS

Real GDRP in Mississippi is projected to grow an average 3.0%
of 1.8 percent annually over the next five years as seen 249
in Figure 3. This forecast is the same as in the previous quar- 2% 2.2%

ter. The average five-year forecast for U.S. real GDP growth | 20% 1-8%

is 2.4 percent, which reflects an increase of 0.3 percentage
point from the previous estimate. This latest U.S. forecast, if
realized, would represent a slight increase of 0.2 percentage
point over the average growth rate of the U.S. economy of 0.5% -
the previous five years. The forecast for the Mississippi econ- | =

omy, if realized, represents a full percentage point increase 20122016 201720214
from the growth rate experienced from 2012 to 2016. ® Mississippi = USS.

Figure 3. Five-year average growth in real GDP
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the next five years in both Mississippi and the U.S. edged

slightly lower from the previous quarter’s estimates. As Fig- Figure 4. Five-year average growth in employment
ure 4 indicates, average annual employment in Mississippi is 2.0%

expected to increase 0.7 percent over the next five years. 1.8% 8%

This projection is 0.2 percentage point lower than the fore- 1.6%

cast of the previous quarter. U.S. employment is expected to ::; i
grow an average of |.| percent per year over the next five | 0% 0.9%

years. This forecast is 0.1 percentage point lower than the 0.8% 0.7%

forecast of the previous quarter. If realized, this average an- 0.6%

nual growth in employment in the U.S. represents a decrease g:/

<?f 0.7 percentage point from the growth rate of the previous | /.
five years. 20122016 20172021+

B Mississippi ™ U.S.

A LT E R N AT I V E I: 0 R E CA S TS TProjected. Sources: Bureau of Labor Statistics; URC

hile IHS Markit maintains the same probabilities of alternatives to the baseline forecast as in the previous quar-

ter, the scenarios it defines are somewhat different. As before, the probability of recession is estimated at 20
percent under the pessimistic scenario. However, a recession under this scenario results from trade fights with China
and Mexico. The uncertainty created by trade disputes reduces business confidence and lowers capital spending. These
events, in turn, cause both the stock market and consumer confidence to fall considerably. Such a recession would last
for six months during the first two quarters of 2018. The adverse effects to the Mississippi economy under this pessi-
mistic scenario appear to be minimized in terms of real GDP, as the average rate of growth over the next five years is
only 0.1 percentage point lower than the baseline. Most of the impact under this scenario occurs in 2017. In contrast,
U.S. real GDP growth under the pessimistic scenario compared to the baseline is substantially lower. The average rate
of U.S. real GDP growth is 0.6 percentage point lower under the pessimistic scenario. The rate of job growth in Missis-
sippi is lower under the pessimistic scenario as the average annual increase in employment from 2017 to 2021 is 0.3
percentage point less than under the baseline scenario. In contrast to the baseline scenario, U.S. employment grows 0.5
percentage point less per year under the pessimistic scenario.

As in the previous quarter the probability of the optimistic scenario is |5 percent according to IHS Markit. Growth
above the baseline forecast, however, results from an increase in capital spending caused by corporate tax cuts and the
elimination of some regulations. Productivity improves as a result of an increase in fixed investment and new technolo-
gies. Gains to the Mississippi economy are relatively small under the optimistic scenario in terms of real GDP. The aver-
age rate of growth in real GDP over the next five years is only 0.3 percentage point higher than under the baseline sce-
nario. Alternatively, average U.S. real GDP growth is approximately 0.8 percentage point higher each year from 2017 to
2021 under the optimistic scenario compared to the baseline forecast. Annual employment growth in Mississippi is only
about 0.1 percentage point higher under the optimistic scenario compared to the baseline forecast for 2017 to 2021.
U.S. employment growth is on average 0.4 percentage point higher each year under the optimistic scenario compared
to the baseline forecast.



