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U.S., MISSISSIPPI ECONOMIES EXPECTED TO SLOW IN 2019 AND 2020

eal gross domestic product for Mississippi increased

|.5 percent in 2018 according to the latest URC fore-
cast. Compared to the estimate of the previous quarter
this assessment is lower by 0.3 percentage point. The re-
duction in the forecast results largely from a national
economy that was expected to slow in the fourth quarter
of 2018. (Estimates of U.S. real GDP for the fourth quar-
ter and all of 2018 were unavailable from the U.S. Bureau
of Economic Analysis [BEA] at press time because of the
federal government shutdown.) As Figure | below indi-
cates, in both 2019 and 2020 the Mississippi economy is
expected to grow |.2 percent. These forecasts reflect
reductions of 0.5 and 0.4 percentage point, respectively,
from the forecasts of the previous quarter. Again these
decreases are primarily the result of a U.S. economy that
is expected to grow at a slower rate beginning in 2019.
Table | on page 3 indicates real GDP growth for Missis-
sippi is projected to improve slightly in 2021 to 1.3 per-
cent. If this forecast is realized, the Mississippi economy
will experience its highest rate of annual growth since
2008, when real GDP increased by 4.2 percent. In addi-
tion, if the 2018 to 2021 forecasts are realized, Mississip-
pi’s economy will expand for seven consecutive years,
which last occurred in the 2002 to 2008 period.

The annual change in personal income in Mississippi since
2010 as well as projections through 2020 are depicted in
Figure 2 on page 2. Personal income in the state is fore-
cast to grow 3.3 percent in 2018. This projection marks a
decrease of 0.3 percentage point from the forecast of the
previous quarter. Nevertheless, if realized this rate of
growth would represent a 1.0 percentage point increase
over the 2017 rate. In 2019, personal income is expected
to increase at a rate of 2.9 percent, which represents a
reduction of 0.7 percentage point from the forecast of the
previous quarter. Personal income in Mississippi is ex-
pected to grow 3.6 percent in 2020, which also represents
a reduction of 0.7 percentage point from the forecast of
the previous quarter. As with real GDP, the reductions in
the growth forecasts of personal income in Mississippi for
2018 through 2020 reflect a national economy that began
to slow in late 2018. In 2021, growth in personal income
in the state is expected to improve slightly to 3.7 percent.
As seen in Figure 2, if realized this increase would mark
the highest annual growth in personal income in Mississip-
pi since 2012, when personal income also increased 3.7
percent. Personal income in Mississippi last grew at an
annual rate of 4.0 percent or more in 201 I.

The fourth section of Table | on page 3 indicates ot
the latest forecast projects U.S. real GDP expanded
2.9 percent in 2018. This forecast is unchanged from | s«
the previous quarter. However, as noted above the
latest projections expect slower growth in the U.S.

economy in 2019 due to a number of factors; as a o5
result, the change in U.S. real GDP forecast for
2019 is 2.5 percent. This estimate represents a de- 00%

crease of 0.3 percentage point from the forecast of
the previous quarter. Similarly, the U.S. economy is
expected to further slow to a growth rate of 2.0 0%
percent in 2020. This forecast is unchanged from

the previous quarter. In 2021, U.S. real GDP is pro-

Figure |.Annual percent change in Mississippi real GDP
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jected to grow at a rate of 1.5 percent.

To download the current issue of Mississippi Economic
Outlook as well as other URC publications, please visit:

www.mississippi.edu/urc/publications.asp

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

he first section of Table | on page 3 indicates output

in most sectors of Mississippi’s economy is projected
to expand in 2018. The Natural Resources and Mining
sector is forecast to expand by 13.0 percent in 2018, by
far the largest percentage increase among all sectors. The
next largest increase is expected in Manufacturing, which
is forecast to grow 3.0 percent. No other sectors are
projected to grow by 3.0 percent or more in 2018. The
Leisure and Hospitality sector is forecast to contract 1.8
percent in 2018, the largest decrease among all sectors.
Output is also forecast to decline in Educational Services,
Government, and Other Services.

In 2019 output in Information is forecast to expand by 5.3
percent, the largest increase in output among all sectors
in the state. The next largest expansion in output of 2.7
percent is forecast for Health Care and Social Assistance.
Once again the largest decrease in output in 2019 is fore-
cast for Leisure and Hospitality, which is expected to con-
tract by |.l percent. Other sectors anticipated to decline
in output in 2019 include Construction and Government.

Information is also expected to experience the largest
increase in output among all sectors in the state in 2020,
as real GDP for the sector is forecast to expand by 4.9
percent. The next largest increase in output is the 3.0
percent growth forecast for the Health Care and Social
Assistance sector. No other sectors are forecast to ex-
pand by 3.0 percent or more in 2020. Output in the Lei-
sure and Hospitality sector is projected to decrease 1.3
percent in 2020, again the largest decrease forecast for all
sectors. Other sectors in the state expected to decline in
output in 2020 include Construction and Government.
Notably, the Leisure and Hospitality and Government

sectors are expected to decline in output each year from
2018 to 2020.

The second section of Table | on page 3 indicates URC
forecasts payroll employment in Mississippi grew 1.3 per-
cent in 2018. While the Bureau of Labor Statistics (BLS)
has released employment data for the state through De-
cember, these data remain preliminary and subject to re-
visions and therefore Table | includes the estimates fore-
casted for 2018. Most significant is if realized this growth
would mark the largest annual increase in employment in
the state since 1999, when employment grew 1.7 percent.
The largest increase in employment among all sectors in
2018 is forecast for Professional and Business services,
which is expected to grow 4.8 percent. Natural Re-
sources and Mining is projected to experience the largest
decline in employment among all sectors in the state of
4.3 percent. The only other sector expected to lose jobs
in 2018 is Information, as employment in the sector is
forecast to fall 3.8 percent.

Employment in Mississippi in 2019 is forecast to grow 0.4
percent, which would mark the smallest annual increase
since 201 |, when employment was unchanged. Employ-
ment in Finance, Insurance, and Real Estate is expected to
grow |.4 percent, the most among all sectors. The next
largest gain in employment among all sectors is forecast
for Health Care and Social Assistance, which is expected
to increase in employment by 1.3 percent. The Construc-
tion sector is expected to experience the largest decline
in employment among all sectors in the state of 1.6 per-
cent. The only other sector in Mississippi projected to
lose jobs in 2019 is Educational Services, as employment
in the sector is anticipated to fall 1.0 percent.

Employment in Mississippi in 2020 is also

Figure 2. Annual percent change in personal income, Mississippi
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expected to increase by 0.4 percent. The
Natural Resources and Mining sector is
forecast to experience an increase in em-
ployment of 1.8 percent, the most among
all sectors. Professional and Business Ser-
vices employment is projected to grow
|.2 percent, the next largest increase.
The largest decrease in employment
among all sectors in the state forecast for
2020 is in Information, which is projected
to decline by 1.0 percent. Other sectors
in the state expected to lose jobs in 2020
include Wholesale and Retail Trade, Lei-
sure and Hospitality, and Educational Ser-
vices.
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TProjected. Sources: U.S. Bureau of Labor Statistics and URC.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2018* Percent| Annual Forecasts Annualized Quarterly Forecasts

Variable Value Change| 2019 2020 2021]2018Q4 2019QI 2019Q2 2019Q3 2019Q4 2020QI| 2020Q2 2020Q3
Mississippi Forecast
Gross State Product (projected

2060 00| 02 01 0.l 0.2 02 0.0 0.0 0.0 02 02 02

Payroll Employment (thousands

1,167 3] 04 04 03 07 03 03 0.3 0.3 0.3 10 -03

44 22| -16 10 18 -12 05 02  -03 0.4 12 1.7 1.8
Durable Goods 95 -0.4 0.8 06 -0.7 1.2 1.0 1.1 0.6 1.8 0.9 0.0 -0.5

Transportation and Utilities 57 04 08 -00 -03 30 20 05 05 -0 -02 04 02
I 38/ 04 -10 19

Professional and Business Services 114 4.8 0.9 1.2 1.5 2.1 0.4 0.4 1.0 1.0 1.4 1.4 1.4
Leisure and Hospitali 138 2.1 02 -03 0.4
4 0] 06 02 0.l 0.7 0.4 0.2 0.1 0.2 0.2 0.1 0.1

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

uv.s.Forecast |

Prime Rate (%)% 58 64 65 5.5 5.8 6.0 6.1 6.3
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

Figure 3 indicates real GDP for Mississippi is expected

to grow an average of 1.3 percent per year from 2019
to 2023. If realized, this average rate of growth represents
more than three times the average annual increase in real | 25%
GDP from 2014 to 2018. U.S. real GDP is forecast to
grow an average of |.8 percent annually from 2019 to
2023. In contrast to Mississippi, if realized this rate of 5% 1.3%
growth reflects a decrease of 0.7 percentage point per 1.0%
year compared to the previous five years.

Figure 3.Five-year average growth in Real GDP
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next five years are expected to decline for both Mississip- 20142018+ 20192023

pi and the U.S. as seen in Figure 4. In Mississippi, em- = Mississippi = USS.

ployment is forecast to increase an average of 0.4 per- 1Projected. Sources: Bureau of Economic Analysis; URC

cent per year from 2019 to 2023. This rate is less than

half the average annual growth experienced from 2014 to Figure 4.Five-year average growth in employment
2018, when employment in the state increased by an av- 20% 19%

erage of 1.0 percent per year. Similarly, U.S. employment | '®*
is forecast to grow 0.7 percent per year from 2019 to e

1.4%
2023. If realized this forecast represents a decline of 1.2 2

percentage point per year compared to the previous five 0% 1 0%
years. The forecasts for Mississippi and the U.S. reflect 08% 07%
lower rates of employment growth due to both econo- 0.6%

N 04%
mies likely being near full employment at the end of 2018 | °*
0.2%

as well as a slowing of the state and national economies o -
that is expected in 2019 and 2020. A 2014-2018¢ 2019-2023¢

= Mississippi ™ U.S.

TProjected. Sources: Bureau of Labor Statistics; URC

ALTERNATIVE FORECASTS

he probability of a recession in the next two years remains at 25 percent in the most recent pessimistic scenario

from IHS Markit. The firm anticipates the current economic expansion will set a record of 127 months. Essentially
a slowdown in the economy deteriorates into a recession under this scenario, as a general loss of confidence and less
tolerance for risk lead to decreases in investment and consumer spending. The housing market slows further and prices
fall. Anxious consumers curb their spending, and a recession lasting three quarters begins in the first quarter of 2020.
U.S. real GDP over the next five years is slightly more than 0.6 percentage point less per year under the pessimistic
scenario compared to the baseline forecast. In 2020, real GDP contracts 0.6 percent under this scenario and the econ-
omy only grows 0.8 percent in 2021. From 2019 to 2023 employment grows slightly more than 0.3 percent per year,
almost 0.4 percentage point less per year compared to the baseline scenario. Mississippi’s economy grows an average of
.0 percent annually under the pessimistic scenario, which is 0.3 percentage point less per year compared to the base-
line forecast. Even under this scenario average annual real GDP growth is more than double than in the previous five
years. While Mississippi employment grows at an average annual rate of only 0.2 percent under the pessimistic scenario,
this rate is an average of only 0.2 percentage point less per year compared to the baseline forecast.

IHS Markit maintains the probability of its optimistic scenario at |15 percent. Productivity grows more under this scenar-
io while inflation remains subdued. U.S. real GDP grows an average of just over 0.8 percentage point more per year
from 2019 to 2023 compared to the baseline forecast. The average annual rate of employment growth is also just over
0.8 percentage point more per year from 2019 to 2023 under the optimistic scenario compared to the baseline fore-
cast. Mississippi’s economy improves slightly under the optimistic scenario as real GDP growth is an average of 0.2 per-
centage point more per year from 2019 to 2023 compared to the baseline forecast. Under the optimistic scenario aver-
age annual payroll employment is essentially the same as it is under the baseline forecast.



