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FORECASTS IMPROVE AS U.S., STATE ECONOMIES STRENGTHEN

As seen in Figure | below the latest URC forecast pro-
jects Mississippi’s economy grew 1.7 percent in 2017,
which represents an improvement of 0.5 percentage point
from the forecast of the previous quarter. The increase to
the forecast resulted from revisions to the estimate of
real GDP growth in Mississippi for 2016 by the U.S. Bu-
reau of Economic Analysis (BEA) to 1.2 percent; in addi-
tion, stronger employment growth in the state and a
more robust national economy in the second half of 2017
contributed to the upward adjustment. Forecasts for 2018
and 2019 improved as well, as URC projects Mississippi
real GDP will grow 2.0 percent in 2018 and 1.8 percent in
2019. These estimates represent increases of 0.4 and 0.1
percentage point, respectively, from the forecasts of the
previous quarter.

The forecast of the change in U.S. real GDP for 2017 is
2.2 percent, the same as the projection of the previous
quarter. Such growth, if realized, would equal a gain of 0.7
percentage point over the |.5 percent increase in real
GDP in 2016.1n 2018 and 2019, U.S. real GDP is forecast
to expand by 2.7 percent and 2.6 percent, respectively.
These forecasts represent respective gains of 0.3 and 0.4
percentage point. IHS Markit revised its most recent fore-
casts up to reflect the impact of the Tax Cuts and Jobs
Act (TCJA) signed into law in December. The

of personal income growth in the state equals 4.6 percent,
which represents an increase of 0.5 percentage point from
the forecast of the previous quarter. These forecasts re-
flect the relatively lackluster growth in withholdings in
Mississippi since the first quarter of 2017 and the relative-
ly smaller effects of the TCJA on income in Mississippi
that will not be fully realized until 2019. Nevertheless, if
realized the 2018 forecast would represent the highest
rate of personal income growth in the state since 2012,
and income would experience the largest growth since
2008 if the 2019 estimate is realized. Table | on page 2
indicates the forecasts for personal income growth in Mis-
sissippi for 2017, 2018, and 2019 are all lower than the
comparable forecasts for the U.S. In 2017 personal in-
come in the U.S. was projected to increase 3. percent,
which is the same as in the previous quarter. For 2018,
personal income is forecast to grow 4.4 percent, which
represents an improvement of 0.4 percentage point from
the estimate of the previous quarter. Similarly, the fore-
cast of U.S. personal income growth for 2019 equals 5.2
percent, which also represents a gain of 0.4 percentage
point from the previous quarter’s forecast. The growth
for 2019, if realized, would equal the largest increase in
U.S. personal income since 2014.

firm’s forecast assumes moderate growth in con-
sumer spending over this period as a result of
the TCJA.

Figure 2 on page 2 depicts the change in personal
income in Mississippi since 2009 as well as the
projected changes through 2019. The latest URC
forecast projects personal income in the state
grew 2.0 percent in 2017, which represents a
decline of 0.5 percentage point from the forecast
of the previous quarter. Similarly, the estimate of
personal income growth in Mississippi for 2018
of 3.2 percent represents a downward revision
of 0.1 percentage point from the forecast of the
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To download the current issue of Mississippi
Economic Outlook, please visit:

www.mississippi.edu/urc/publications.asp
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SHORT-TERM FORECASTS

Table | on page 3 indicates URC fore-
casts three sectors in the state con-
tracted in 2017: Construction, Information,
and Leisure and Hospitality. The 23.6 per-
cent growth forecast for Natural Resources
and Mining, an often volatile sector in terms
of output, represents the largest increase in
output among all sectors. The next largest
increase is forecast for Wholesale and Re- 1.0%
tail Trade, which URC expects expanded
3.0 percent in 2017. All sectors in the Mis-
sissippi economy are projected to expand in | .i.o%
2018. The largest growth is forecast for
Professional and Business Services, predict-
ed to expand by 3.6 percent. The Infor-
mation sector closely follows with an ex-
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pected increase of 3.5 percent. In 2019 de-
clines in output are forecast for Natural Re-
sources and Mining and Other Services, which are ex-
pected to contract by 0.1 percent and 0.2 percent, re-
spectively. Similar to 2018, Professional and Business Ser-
vices is expected to experience the largest growth among
all sectors of 4.2 percent, and Information is expected to
experience the second-largest increase in output of 4.1
percent. Manufacturing output is also expected to grow
3.3 percent in 2019. Real GDP of Government, the largest
sector in the state in terms of both output and employ-
ment, is projected to remain unchanged in 2019.

In the second section of Table | URC forecasts payroll
employment in Mississippi grew 0.4 percent in 2017.
While the Bureau of Labor Statistics (BLS) has released
employment data for the state through December, these
data remain preliminary and subject to revisions and
therefore Table | includes the estimates forecasted for
2017. The latest estimate reflects an improvement of 0.1
percentage point from the forecast of the previous quar-
ter. Nevertheless, if realized this 0.4 percent increase
would represent the smallest employment growth in the
state since 201 |, when the total number of jobs did not
change. The largest decline in employment in 2017 is the
6.4 percent decrease expected in Information; this de-
crease represents a relatively small number of jobs as In-
formation is not a large industry in the state in terms of
employment. Construction and Professional and Business
Services are also expected to lose jobs in 2017 as seen in
Table |. Educational Services is projected to grow the
most among all sectors in 2017 at 5.7 percent. However,
this sector is relatively small in the state in terms of total
jobs. The next largest increase is forecast for Transporta-

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

tion and Utilities, which is expected to grow by 4.4 per-
cent. Growth in employment in the state is expected to
improve to 1.2 percent in 2018. If realized this rate of
growth would equal the largest increase since 2015, when
employment also grew 1.2 percent. Moreover, it would
mark only the third year with employment growth of 1.0
percent or more since the end of the Great Recession.
The largest increase in employment is the 2.8 percent gain
forecast for Professional and Business Services. Other
sectors expected to grow by more than 2.0 percent in-
clude Construction, Manufacturing, Transportation and
Utilities, and Health Care and Social Assistance. The larg-
est decline in employment in 2018 is again expected in the
Information sector at |.6 percent. Employment in Other
Services is forecast to fall 0.6 percent, the only other sec-
tor in the state projected to lose jobs. In 2019 employ-
ment growth is expected to slow to 0.9 percent, a reflec-
tion of the number of jobs already added by the state and
national economies during the current expansion. The
largest increase in employment among all sectors in Mis-
sissippi is the 3.8 percent gain forecast for Professional
and Business Services. The next largest increase in em-
ployment is forecast for Construction, which is expected
to grow by 2.3 percent. Notably, Health Care and Social
Assistance is forecast to grow |.2 percent in 2019 and is
the only sector in the state expected to grow by more
than 1.0 percent each year from 2017 to 2019. The only
sectors forecast to lose jobs in 2019 are Educational Ser-
vices and Other Services, where employment is expected
to decline by 1.4 percent and 0.3 percent, respectively.
Employment in Wholesale and Retail Trade in the state is
projected to remain unchanged in 2019.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2017 Percent| Annual Forecasts Annualized Quarterly Forecasts
Variable Value Change] 2018 2019 2020]|2017Q4 2018QI 2018Q2 2018Q3 2018Q4 2019QI 2019Q2 2019Q3

Mississippi Forecast
Gross State Product (projected

2077 09| 02 02 00

Payroll Employment (thousands

1LI51 04 12 09 07 1.7 1.0 1.0 1.4 1.0 1.0 1.0 07

43 34 24 23 26 2.1 1.9 05 1 1.5 3.0 27 32
Durable Goods | 95 01| 25 24 15 17 32 47 2.6 0.9 35 2.4 1.3

Transportation and Utilities 57 44| 22 06 -03 2.4 2.0 1.7 1.0 1.0 0.3 0.3 0.2
I 64 -16 16 12 2.5 -0.4 2.0 2.5 | .4 29 6.0 0.3

Professional and Business Services 106 -1.8 2.8 3.8 1.8 6.5 2.6 3.7 4.8 3.3 4.0 43 2.5
Leisure and Hospitali | 135 10/ 19 06 08 6.2 0.6 1.8 0.6 1.7 0.0 0.9 0.0
40 04| -06 -03 -06

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

uv.s.Forecast |
Total Employment, Residents (millions)t [ 153 13| 15 15 09 08 18 16 15 18 |15 13 3]

Prime Rate (%)% 49 56 6.2 4.5 438 5.0 5.3 5.3
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 GDP for Mississippi is forecast to grow an average

Figure 3. Five-year average growthin real GDP

of 1.8 percent annually from 2018 to 2022 as seen in | *** 2.3% 2.3%
Figure 3. This forecast, if realized, represents more than 20% | 8%
double the average annual growth in output of 0.7 percent
from 2013 to 2017. In contrast, U.S. real GDP is forecast 1.5%
to grow at an average annual rate of 2.3 percent from
2018 to 2022. This rate reflects the same average annual L% 0.7%

pected improvement in the growth of real output in Mis-
sissippi, the state’s economy is anticipated to grow by 0.5 0.0%
percentage point less per year than the U.S economy from
2018 to 2022. However, this gain represents notable
progress relative to the previous five years.

growth experienced from 2013 to 2017. Despite the ex- 0.5% -
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tProjected. Sources: Bureau of Economic Analysis; URC

Employment growth is expected to slow in both the U.S.

L . . Figure 4.Five-year average growth in employment
and Mississippi economies over the next five years. As g Y g8 ploy

. T . 2.0% 1.9%
Figure 4 indicates, the average annual gain in employment .
in Mississippi is expected to decline from 0.9 percent to 6%
0.7 percent from 2018 to 2022. The average annual in- 1.4%
crease in U.S. employment from 2013 to 2017 of 1.9 per- 2% 0.9% 05
cent is expected to fall by a full percentage point to 0.9 (')2; 0.7% :

percent over 2018 to 2022. Both of these declines, partic- |
ularly for the U.S,, reflect how the respective economies 0.4%
are approaching full employment after a decade of recov- 0.2%
ery from the Great Recession. Thus, labor markets will 0.0%
have less room to expand over the next five years.
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A LT E R N A.I. I V E I: 0 R E CASTS TProjected. Sources: Bureau of Labor Statistics; URC

I n its pessimistic alternative to its latest baseline forecast IHS Markit maintains the probability of recession at 20 per-
cent as it expects the third-longest economic expansion in U.S. history to continue. This scenario is similar to its pes-
simistic forecast of the previous quarter, wherein a decline occurs in the commercial real estate market, which has re-
cently experienced a rise in values. In turn, this decrease leads to a loss of confidence as interest rates rise, and the
stock market retreats from its record highs. These factors lead to a recession where the U.S. economy contracts in the
third and fourth quarters of 2018. The average rate of growth in U.S. real GDP over the next five years under this sce-
nario is 0.5 percentage point less per year compared to the baseline forecast. The Mississippi economy under the pessi-
mistic scenario is affected only slightly, as real GDP for the state on average is 0.1 percentage point lower each year
from 2018 to 2022 compared to the baseline forecast. The pessimistic scenario reduces average annual U.S. payroll em-
ployment growth by just over 0.3 percentage point compared to the baseline forecast. As with real GDP, under the
pessimistic scenario payroll employment growth in Mississippi from 2018 to 2022 falls by an average of 0.1 percentage
point per year compared to the baseline forecast.

IHS Markit assigns a probability of 15 percent to its latest optimistic scenario under which housing starts improve over
2017 and interest rates, oil prices, and inflation all remain subdued compared to the baseline forecast. The global econ-
omy improves as well under this scenario, which leads to a stronger U.S. dollar. Under the optimistic scenario U.S. real
GDP grows an average of about 3.0 percent per year, an average rate nearly 0.8 percentage point more per year com-
pared to the baseline forecast. In Mississippi, the upside in real GDP growth under the optimistic scenario is an average
of 0.4 percentage point more per year compared to the baseline forecast. Payroll employment for the U.S. grows an
average of 0.4 percentage point more per year under the optimistic scenario compared to the baseline forecast. Under
the optimistic scenario payroll employment in Mississippi increases slightly by an average of 0.1 percentage point annual-
ly compared to the baseline forecast.



