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2021 AND 2022 REAL GDP FORECASTS WEAKEN FOR MISSISSIPPI, IMPROVE FOR U.S.

he latest forecast by URC projects real gross domes-

tic product (GDP) for Mississippi contracted 4.3 per-
cent in 2020. Compared to the forecast of the previous
quarter, this estimate represents an improvement of 0.7
percentage point. This projection, if realized, would mark
the largest annual decline in real GDP for Mississippi since
the 4.5 percent contraction in 2009.

URC estimates Mississippi’s economy will contract 0.1
percent in 2021 as seen in the first section of Table | on
page 3. This forecast is 2.0 percentage points lower than
the forecast of the previous quarter. If the 2020 and 2021
forecasts are realized, the estimates would mark the first
consecutive years of annual decreases in real GDP for
Mississippi in data back to 1978. In 2022 the state’s econ-
omy is expected to expand by 0.5 percent, which reflects
a drop of 1.0 percentage point from the forecast of the
previous quarter. Real GDP for the state is projected to
expand by 1.0 percent in 2023, which if realized would
equal the largest annual increase since 2008. The annual
changes in real GDP for Mississippi since 2013 along with
projections through 2022 are depicted in Figure | below.

As seen in the fourth section of Table | on page 3 the
latest estimate of the change in U.S. real GDP in 2020 is a

represents a decrease of 1.3 percentage points from the
forecast of the previous quarter. As noted in previous
issues of the Outlook, a surge in personal income in the
state for 2020 is expected due to the transfers from the
federal CARES Act. The 29.3 percent jump in transfer
payments projected for 2020 as seen in Table | largely
reflects these transfers. In 2021 personal income is pro-
jected to grow |.9 percent, an increase of 0.9 percentage
point from the forecast of the previous quarter. Personal
income in Mississippi is forecast to grow 2.8 percent in
2022, which represents a decline of 0.5 percentage point
from the forecast of the previous quarter. The expected
change in personal income for 2023 is 4.0 percent.

The second section of Table | projects payroll employ-
ment in Mississippi fell 3.6 percent in 2020. Compared to
the forecast of the previous quarter this estimate is 0.9
percentage point larger. The expected change in employ-
ment in 2021 is an increase of 0.5 percent, up 0.3 percent-
age point from the forecast of the previous quarter. In
2022 payroll employment is forecast to remain unchanged,
which represents a decrease of 0.5 percentage point from
the forecast of the previous quarter. Payroll employment
in the state is expected to fall 0.6 percent in 2023.

contraction of 3.6 percent. This projection is un-
changed from the forecast of the previous quarter.
In 2021 U.S. real GDP is expected to grow 4.0 per-
cent, which represents an increase of 0.3 percentage | 1%
point from the forecast of the previous quarter. This
forecast, if realized, would mark the largest annual
expansion of U.S. real GDP since 2000. The U.S.
economy is projected to grow 3.9 percent in 2022,
which reflects an increase of 0.7 percentage point
from the forecast of the previous quarter. In 2023
U.S. real GDP is forecast to increase 2.5 percent.
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Figure 2 on page 2 depicts the change in personal 0%

income in Mississippi since 2013 and the projected
changes through 2022. Personal income in the state
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is forecast to increase 8.3 percent in 2020, which

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

www.mississippi.edu/urc/publications.asp

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

Table | indicates output likely contracted in
all sectors of the Mississippi economy in
2020. However, in the forecast of the previous
quarter neither Mining nor Finance, Insurance, 0%
and Real Estate were included with these sectors.
As in the previous quarter the largest decline
expected among all sectors in the state in 2020 is |,
in Leisure and Hospitality. The 24.4 percent de-
crease projected for the sector is 2.5 percentage
points higher than in the forecast of the previous |,
quarter. The only other double-digit contraction
expected among all sectors in the state in 2020 is
the 10.9 percent decrease forecast for Other 20%
Services.
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forecast to expand. The Information sector is
expected to grow 6.4 percent, the most among all
sectors. As in 2020, the largest decrease in output
among all sectors in 2021 is forecast for Leisure and Hos-
pitality, which is expected to shrink 9.4 percent. The next
largest decrease in output is expected in Mining, which is
projected to contract 6.7 percent. Notably, the Manufac-
turing sector in Mississippi is anticipated to contract 0.8
percent in 2021, which represents a decrease of 7.2 per-
centage points from the forecast of the previous quarter.

In 2022 more sectors of the Mississippi economy are
forecast to expand. The largest increase in output is pro-
jected for Mining, which is expected to expand 5.6 per-
cent. The Information sector is forecast to increase 5.0
percent. The largest decrease is once again expected in
Leisure and Hospitality, which is forecast to contract 3.5
percent. This estimate represents a decrease for the sec-
tor of 2.4 percentage points from the forecast of the pre-
vious quarter. Other sectors for which output is forecast
to contract in 2022 include Manufacturing, which is ex-
pected to decline I.1 percent, and Government, which is
expected fall by 1.0 percent.

Only four sectors in the state are forecast to contract in
2023. The largest expected increase in output among all
sectors is the 4.7 percent expansion forecast for Infor-
mation. The largest decrease is again expected in Leisure
and Hospitality, which is forecast to contract 2.9 percent.
Notably, Leisure and Hospitality, Agriculture, and Gov-
ernment are all forecast to contract in output each year
from 2020 to 2023.

As mentioned on page |, payroll employment in Mississip-
pi is forecast to decrease 3.6 percent in 2020. All sectors

*Projected. Sources: U.S. Bureau of Economic Analysis and URC.

are expected to lose jobs. The largest decrease in em-
ployment in 2020 is the 10.7 percent decline expected in
Leisure and Hospitality. The 10.0 percent decrease in em-
ployment in the Information sector closely follows. The
smallest decline in employment across all sectors ex-
pected in 2020 is the 0.5 percent decrease in Wholesale
and Retail Trade jobs. In 2021 employment in the state is
projected to increase 0.5 percent and most sectors are
expected to add jobs. Employment in Wholesale and Re-
tail Trade is forecast to increase 4.5 percent, the largest
gain among all sectors. Information employment is ex-
pected to fall 5.7 percent, the largest decline among all
sectors. Employment in Leisure and Hospitality is forecast
to decrease 4.3 percent in 2021.

Employment in the state is expected to remain unchanged
in 2022. The largest increase in employment is forecast
for Information, which is expected to grow 3.8 percent.
Transportation and Utilities employment is projected to
increase 3.3 percent. The largest decrease in employment
in 2022 is the 2.1 percent decline forecast for Wholesale
and Retail Trade, closely followed by the 2.0 percent de-
crease expected in Leisure and Hospitality. In 2023 em-
ployment in Mississippi is projected to fall 0.6 percent.
Employment in Wholesale and Retail Trade is forecast to
decrease 5.2 percent, the largest decline among all sec-
tors. The largest increase in employment among all sec-
tors in the state is expected in Mining, which is forecast
to grow 2.0 percent, closely followed by the 1.8 percent
increase in employment forecast for Transportation and
Urtilities.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

20201 Percent| Annual Forecasts Annualized Quarterly Forecasts

Value Change| 2021 2022 2023]2020Q4 2021QI 2021Q2 2021Q3 2021Q42022Q| 2022Q2 2022Q3
ssippi Forecast
Gross State Product (projected

In millions of 2012 dollars 98,290 43| 001 05 10 -l166 9.7 46 2.8 0.7 I.1 0.6 0.9

| _Educational Services | 678 83| .00 |5 16 48 39 08 08 14 20 15 17|

Government
Payroll Employment (thousands

| DurableGoods | 924 45| 0l 05 0l 495 09 00 22 26 08 04 -0l

Professional and Business Services 103.2 -4.6 04 -0.7 0.0
Leisure and Hospitali 121.6 -107] 43 -20 -15
403 07 00 -03 00

Unemployment Rate (%)1, +
Personal Income (millions of current $

166  -248  -160
| Less: Social Security Payments | 9011 16| 45 27 24 29 124 04 39 20 45 20 18
u.s. Forecast
73 227 -140 -0l

Prime Rate (%)t 354 -330] -82 00 00 33 33 33
1Seasonally-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 in Mississippi is forecast to expand an aver-
age of 0.9 percent per year from 2021 to 2025. As

Figure 3 indicates, this rate of growth represents an aver- 3O% 2 4%
age increase of 1.3 percentage points per year compared 3% '
to the previous five years. The U.S. economy is forecast
to expand by an average rate of 2.4 percent per year

Figure 3. Five-year average growthin real GDP
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over the next five years. This rate of growth represents 0% 08%
an average increase of 1.6 percentage points per year 0.5% -
compared to the 2016 to 2020 period. U.S. real GDP was | %% |
expected to outgrow Mississippi real GDP by an average 0% 04%
; . -1.0%
of 1.2 percentage points per year from 2016 to 2020; 20162020 2021.2025"

from 2021 to 2025 the U.S. economy is forecast to out-

pace the Mississippi economy by an average of 1.5 per- = Mississippi U5

centage points per year. *Projected. Sources: Bureau of Economic Analysis; URC
Employment in Mississippi is forecast to decrease an av-

erage of 0.2 percent per year from 202| to 2025 as seen Figure 4. Five-year average growth in employment
in Figure 4. Nevertheless, this rate represents an im- | 2% 11%
provement of an average of 0.3 percentage point per year 1.0%

compared to the previous five years. In contrast, U.S. 0.8%

employment is projected to increase an average of |.| gjﬁ

percent per year over the next five years. This rate rep- 02%

resents an improvement of an average of |.6 percentage 0.0%

points per year compared to the 2016 to 2020 period. -0.2% . -

On average the decrease in U.S. employment was 0.2 0.4% -0.3% o

int | han in Mississiopi f -0.6%
percentage point less per year than in Mississippi from 0%

2016 to 2020. Over the next five years U.S. employment 20162020 2021-2025*
growth is forecast to exceed Mississippi employment = Mississippi # US.

-0.5%

growth by an average of 1.3 percentage points per year.

ALTERNATIVE FORECASTS

he firm IHS Markit estimates a 30 percent probability of its latest pessimistic alternative scenario. Under this sce-

nario the recovery is slower than under its baseline forecast, largely due to worsening COVID-19 case numbers
that result in tighter containment measures that in turn reduce consumer spending. Compared to the previous quarter
the probability of this scenario is unchanged. Consumers become more cautious under this scenario due to the increas-
ing number of infections, and first quarter spending falls. U.S. real GDP does not surpass its pre-recession level until the
fourth quarter of 2021, one quarter later than in the baseline forecast. Nevertheless, the average annual growth in U.S.
real GDP over the next five years under this scenario is only about 0.1 percentage point less per year compared to the
baseline forecast. Similarly, the Mississippi economy also expands at an average rate that is only 0.1 percentage point
less per year over the next five years in this pessimistic scenario compared to the baseline forecast.

*Projected. Sources: Bureau of Labor Statistics; URC

As in the previous quarter IHS Markit assumes a probability of 20 percent for its optimistic scenario. Under this scenar-
io the recovery occurs faster than under the baseline forecast. A key assumption of this scenario is that the administer-
ing of COVID-19 vaccines that began in December 2020 occurs more widely than in the baseline forecast. Consumers
are also assumed to more closely follow social distancing measures, which reduces case numbers and prevents a tight-
ening of restrictions. As a result consumer spending returns to its pre-recession and pre-pandemic patterns sooner
than in the baseline forecast, leading to a faster recovery. U.S. real GDP grows at an average annual rate over the next
five years that is 0.2 percentage point higher compared to the baseline forecast, the same as in the optimistic scenario
of the previous quarter. From 2021 to 2025 the Mississippi economy expands at an average rate per year that is 0. |
percentage point higher under this optimistic scenario compared to the baseline forecast.



