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FORECASTS FOR U.S., MISSISSIPPI REAL GDP IMPROVE

he latest URC forecast projects real gross domestic

product (GDP) for Mississippi expanded |.3 percent
in 2019, which represents a slight improvement of 0.1
percentage point from the forecast of the previous quar-
ter. This projection, if realized, would also equal the
growth of the state’s economy in 2018 according to the
most recent estimate of the U.S. Bureau of Economic
Analysis (BEA). However, as noted in the Fall 2019 issue
of Mississippi Economic Outlook this forecast does not re-
flect the negative impacts of floods in the south Delta and
elsewhere in the state in 2019. Preliminary estimates indi-
cate losses to the state economy from damages caused by
these floods totaled $250 million to $300 million. There-
fore, based on these preliminary estimates flood damages
could reduce the URC forecast of a 1.3 percent change in
real GDP in 2019 by as much as 0.3 percentage point. As
seen in Figure | below, URC forecasts the Mississippi
economy will grow 1.5 percent in 2020 and 1.4 percent in
2021. These projections represent increases of 0.5 per-
centage point and 0.2 percentage point, respectively, from
the forecasts of the previous quarter. In 2022 real GDP in
the state is expected to increase |.3 percent. If these
forecasts are realized Mississippi’s economy will ex-

would mark the smallest annual increase in U.S. real GDP
since 2016.

As seen in Figure 2 on page 2 the latest URC forecast
projects personal income in Mississippi rose 3.8 percent in
2019, an estimate unchanged from the forecast of the pre-
vious quarter. In 2020 personal income is expected to
grow 3.0 percent, which represents a decrease of 0.4 per-
centage point from the forecast of the previous quarter.
Personal income in the state is projected to increase 3.8
percent in 2021, which reflects a slight increase of 0.1 per-
centage point from the forecast of the previous quarter.
As seen in the third section of Table | on page 3, URC
forecasts personal income in Mississippi will increase 4.1
percent in 2022, which if realized would mark the largest
annual growth in personal income in the state since 201 I.
Moreover, if the forecasts in Table | are realized, along
with the increase in 2018 of 3.9 percent, Mississippi will
experience annual growth in personal income of at least
3.0 percent for five consecutive years. Personal income in
the state last grew 3.0 percent or more a year for five
consecutive years from 2004 to 2008, when the average
annual increase was 6.1 percent.

pand for nine consecutive years, which last occurred
in the 1992 to 2000 period. In addition, real GDP for |
the state would expand by at least 1.0 percent annu-
ally for five consecutive years, which last occurred

from 2004 to 2008. .

As seen in the fourth section of Table | on page 3,
the latest URC forecast indicates U.S. real GDP ex-
panded 2.3 percent in 2019. This estimate is un- os%
changed from the forecast of the previous quarter. In
both 2020 and 2021 the U.S. economy is projected
to grow 2.1 percent and these estimates for both 04x
years represent slight increases of 0.1 percentage
point from the forecasts of the previous quarter.
URC anticipates the U.S. economy will slow to a oo

L%

Figure 1. Annual percent change in real GDF, Mississippi
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growth rate of 1.7 percent in 2022, which if realized

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

www.mississippi.edu/urc/publications.asp

1'Projected. Sources: U.S. Bureau of Economic Analysis and URC
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SHORT-TERM FORECASTS

D espite a projected increase in Missis-
sippi real GDP of 1.3 percent in asx
2019, growth across sectors is expected

to be relatively uneven as seen in the first
section of Table |. The Natural Resources | :+=
and Mining sector is forecast to grow 12.6
percent in 2019, the most among all sec-

tors. This sector can experience volatile 5%
year-to-year growth. The next largest
increase is the expected 3.0 percent

growth in the Information sector. Several |
sectors are forecast to contract in 2019

and the largest decrease of 2.2 percent is
projected for the Construction industry.
Other sectors forecast to contract in- o =
clude Manufacturing, Leisure and Hospi- 2o
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tality, and Educational Services.

In 2020 forecasted changes in output across sectors are
less disparate. Natural Resources and Mining is projected
to experience the largest growth among all sectors of 3.3
percent, followed by the 2.9 percent increase forecast for
the Information sector. The Construction sector is again
expected to experience the largest decrease in output
among all sectors of —0.4 percent. However, only two
other sectors are forecast to contract in output in 2020,
Transportation and Utilities and Leisure and Hospitality.
Both sectors are expected to decrease by 0.2 percent.

The change in output across sectors in Mississippi is ex-
pected to be similar in 2021 and 2022. In 2021 the largest
increase in output is forecast for the Information sector,
which is expected to expand by 3.8 percent. The next
largest increase in output is projected for the Professional
and Business Services sector, which is forecast to grow
3.3 percent. The largest decrease in output among all sec-
tors in 2021 is forecast for Natural Resources and Mining,
which is anticipated to decline 0.9 percent. The only other
sectors in the state projected to contract in output are
Leisure and Hospitality and Other Services. Both sectors
are forecast to decrease 0.4 percent.

The largest increase in output among all sectors in the
state in 2022 is again forecast for the Information sector,
which is again expected to expand 3.8 percent. Profes-
sional and Business Services is also expected to experi-
ence the second-largest increase in output of 2.2 percent.
The only sector forecast to contract in output in 2022 is
Other Services, which is again project to decrease 0.4
percent. Notably, output in Government, the largest sec-
tor in Mississippi in terms of GDP, is forecast to expand
each year from 2019 to 2022.

TProjected. Sources: U.S. Bureau of Labor Statistics and URC.

As the second section of Table | on page 3 indicates pay-
roll employment in Mississippi is forecast to increase 1.0
percent in 2019. If realized this growth would be the larg-
est since 2016 when employment increased 1.l percent.
The largest growth in employment among all sectors in
2019 is forecast for Leisure and Hospitality, which is ex-
pected to increase 3.5 percent. Transportation and Utili-
ties is expected to experience the next largest increase in
employment of 2.2 percent. The largest decline in em-
ployment among all sectors is forecast for Educational
Services, which is expected to decrease 2.3 percent.

In 2020 employment in Mississippi is projected to grow
0.5 percent. The largest increase among all sectors is ex-
pected in Health Care and Social Assistance, which is
forecast to grow 1.5 percent, closely followed by employ-
ment in Finance, Insurance, and Real Estate, which is fore-
cast to increase |.4 percent. The largest decrease in em-
ployment in 2020 is again projected for Educational Ser-
vices, which is expected to fall 2.5 percent, closely fol-
lowed by Natural Resources and Mining, which is antici-
pated to decrease 2.2 percent.

Payroll employment in the state is forecast to remain un-
changed in 2021. The largest increase among all sectors is
expected in Professional and Business Services, which is
projected to rise 2.8 percent. The largest decrease among
all sectors is the 1.9 percent decline forecast for Manufac-
turing. The change in employment forecast for 2022 is an
increase of 0.2 percent. Professional and Business Services
employment is projected to increase |.4 percent, again
the most among all sectors. The largest decrease in em-
ployment among all sectors in 2022 is the 1.3 percent de-
cline forecast for Information.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2019* Percent| Annual Forecasts Annualized Quarterly Forecasts

Variable Value Change| 2020 2021 2022]/2019Q4 2020QI 2020Q2 2020Q3 2020Q4 2021QI 2021Q2 2021Q3

Mississippi Forecast
Gross State Product (projected

2,260 00| 03 -04 -04 02 0.0 02 00 05 04 09 -04

Payroll Employment (thousands

Professional and Business Services 111 09 02 28 14 40  -04 15 4.0 2.9 32 2.1 1.8
Leisure and Hospitalit 140 35/ 01 -0.0 07 09  -06 09 -l 20 -7 00 06
41 00, 08 -08 -0.6

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

| FarmProprietors | 1,330 30| 221 81 268 -184 -975 889 410  -74 56 220 160
u.s. Forecast
Unemployment Rate (%
2.8 28 3.5 2.8 34 4l 40 33

Prime Rate (%) 5.3 78 48 49 53 4.8 4.8 4.8 4.8 4.8 4.8
fSeasonaIIy-adjusted. iProjected rates. Sources: U.S. Bureau of Labor Statistics, U.S. Bureau of Economic Analysis (levels), and URC (forecasts).

4.8 5.0
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FIVE-YEAR FORECASTS

Real GDP for Mississippi is forecast to grow an av- —
erage of 1.4 percent per year from 2020 to 2024

as seen in Figure 3. If realized this average rate of
growth represents an increase of 0.6 percentage point 5
per year from the average annual increase in real GDP
of 0.8 percent for the state from 2015 to 2019. In con-
trast, U.S. real GDP is forecast to grow an average of
1.9 percent annually from 2020 to 2024, which repre-
sents less than half the average annual increase of 5.3
percent from the previous five years.

Figure 4 indicates employment in Mississippi is ex-

pected to increase an average of 0.1 percent per year o
from 2020 to 2024. This nearly flat rate of growth is in TProjected. Sources: Bureau of Economic Analysis; URC
contrast to the previous five-year period of 2015 to
2019 when average annual employment growth was

0.8 percent. Similarly, U.S. employment is forecast to 20 .
grow an average of 0.5 percent per year from 2020 to 1.8%
2024. If realized, this rate of growth represents a de- 1%

crease of 1.3 percentage point from the average annual
growth in U.S. employment of 1.8 percent from 2015

to 2019. The forecasts of lower rates of employment 0%

growth for both the U.S. and Mississippi reflect how 0% 05%
both economies were likely near full employment in 04%

the'prewous five-year perpd as well as a sIow!ng of zz —
national and state economies expected to begin in 20152019+ 202020244
2022. = Mississippi = US.

TProjected. Sources: Bureau of Labor Statistics; URC

ALTERNATIVE FORECASTS

I n its most recent pessimistic alternative scenario the firm IHS Markit estimates the probability of a recession in 2020
at 25 percent. This probability represents a decrease of 10 percentage points from the pessimistic forecast of the pre-
vious quarter. A recession begins in the fourth quarter of 2020 under this scenario and continues through the first and
second quarters of 2021. Business fixed investment declines in 2020 and 2021 in this scenario before bouncing back in
2022. Inflation begins to move lower under this scenario due to a decrease in demand and a weaker housing market
helps push the U.S. economy into recession. U.S. real GDP grows at an average annual rate of only 0.2 percent in 2020
and 2021 under this scenario. The average annual growth in U.S. real GDP over the next five years is almost a full per-
centage point lower under this scenario compared to the baseline forecast. The impacts to the Mississippi economy of
the national recession under this pessimistic scenario are relatively modest. Real GDP for the state expands at an aver-
age rate 0.2 percentage point less per year from 2020 to 2024 compared to the baseline forecast.

Like the alternative forecast of the previous quarter IHS Markit places the probability of its latest optimistic scenario at
10 percent. As in its previous optimistic forecasts improvements in productivity drive real GDP growth under this sce-
nario. The unemployment rate moves even lower in 2021 under the optimistic scenario but does not lead to greater
inflation; in fact, the average annual rate of inflation is slightly less than under the baseline forecast. The U.S. economy
grows an average of more than 0.9 percentage point more per year over the next five years under this scenario com-
pared to the baseline forecast. Mississippi’'s economy only marginally improves under the optimistic scenario. Real GDP
for the state increases by an average of 0.2 percentage point more per year over the next five years compared to the
baseline forecast.



