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FORECASTS FOR 2016 MODERATE AGAIN

Real gross domestic product (GDP) in Mississippi is
projected to grow 1.6 percent in 2016 according to
the latest URC forecast as seen in Figure | below. If real-
ized, 2016 would mark the first time the Mississippi econ-
omy has expanded for two consecutive years since 2008.
Based on the latest estimates by the U.S. Bureau of Eco-
nomic Analysis (BEA), Mississippi’s economy has contract-
ed in three of the last five years; in 2015 real GDP for the
state grew 0.7 percent, the first increase since 2012. The
2016 forecast is lower by 0.] percentage point than the
estimate in the Spring issue of Mississippi Economic Outlook.
Growth expectations for the Mississippi economy in 2016
were reduced slightly, primarily because of the decrease in
the forecast for the change in U.S. real GDP for 2016. U.S.
nonresidential fixed investment has fallen for two consec-
utive quarters, mostly because of the downturn in the
energy industry. The forecast for growth in real GDP in
Mississippi for 2017 is an annual rate of 1.8 percent; this
forecast is 0.4 percentage point lower than in the previous
quarter. This reduction again reflects the decline in the
forecast of U.S. real GDP growth for 2017. IHS Econom-
ics believes the United Kingdom’s decision to withdraw
from the European Union will negatively impact the U.S.
economy slightly in 2017 and 2018. The forecast for

is expected to inhibit real GDP growth in 2016. Besides
the downturn in the energy industry, a strong dollar and a
lack of growth in exports have contributed to the fall in
nonresidential fixed investment. Consumer spending,
which improved in the second quarter of 2016, continues
to drive much of U.S. economic growth. The U.S. manu-
facturing sector, which was hit hard in 2015 by the fall in
oil prices and a stronger U.S. dollar, has shown signs of
gradual improvement in recent months. Firms have
cleared out inventories and oil prices have experienced
moderate increases. Notably, the ISM Manufacturing Index
returned to expansion territory in March and has in-
creased in five of the last six months.

The forecast for U.S. real GDP growth in both 2017 and
2018 is 2.4 percent. Compared to the previous quarter,
these latest forecasts represent declines of 0.4 and 0.3
percentage point, respectively. The reductions to these
forecasts reflect the negative impacts expected from the
withdrawal of the United Kingdom from the European
Union as previously noted. “Brexit” is anticipated to lead
to weaker growth by resulting in a stronger dollar and
fewer exports to the United Kingdom and the European
Union.

growth in Mississippi’s economy in 2018 is 2.0 per-
cent, a reduction of 0.1 percentage point from the
previous quarter.

In its final estimate of the change in U.S. real GDP
for the first quarter of 2016, BEA raised its previ-
ous estimate 0.3 percentage point to |.| percent,
its second upward revision to first quarter growth.
Despite the apparently stronger growth in the first
quarter, the forecast of U.S. real GDP growth for
2016 now stands at 1.9 percent, a decrease of 0.2
percentage point from the previous quarter. If real-
ized, this rate of growth would be the smallest an-
nual increase in U.S. real GDP since 2013 when the
U.S. economy grew |.5 percent. As noted above,
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the decline in U.S. nonresidential fixed investment

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

he latest URC forecast projects three

sectors in Mississippi will contract in
2016: Natural Resources and Mining, Edu-
cational Services, and Government. Gov-
ernment is particularly notable as this sec-
tor comprises the largest portion of state
real GDP. The largest percentage decrease
in real output is expected to occur in Nat-
ural Resources and Mining as seen in the
first section of Table | on page 3. The in-
dustry is expected to decline 4.5 percent,
followed by the 0.4 percent decline in Edu-
cational Services and the 0.3 percent de-
cline in Government. Real output in each
of the remaining sectors in the state is
forecast to increase in 2016. As in the

5%
4%

3%
2.4%

2%
1%

0%

-1.3%
-2%

2009 2010

Figure 2. Annual percent change in Mississippi personal income

4.0%

3.2%
2.9%

2015

2.4%

2014

1.7%

2013

4.1%
| 3.9%

2011 2012 20161 20171 20181

previous quarter, the largest percentage
increase in real GDP is forecast for the Information sec-
tor, which is expected to grow 5.6 percent in 2016. The
Construction industry is forecast to experience the next
largest increase of 4.6 percent. In 2017, the only industry
projected to contract is Natural Resources and Mining. In
2018, no industries in Mississippi are forecast to contract.
The largest percentage increase in real output forecast for
2017 is in Professional and Business Services, which is ex-
pected to grow 3.7 percent, followed by Information,
which is forecast to rise by 3.6 percent. Information is
projected to grow by the largest percentage among all
industries in 2018 at 4.0 percent, closely followed by Pro-
fessional and Business Services at 3.9 percent.

The second section of Table | indicates payroll employ-
ment in Mississippi is expected to increase |.| percent in
2016. Compared to the forecast of the previous quarter,
this estimate represents a reduction of 0.3 percentage
point. Similarly, payroll employment in the state is ex-
pected to grow 0.9 percent in 2017, a reduction of 0.2
percentage point from the previous forecast. The forecast
for employment growth in 2018 remains the same as in
the previous quarter, an increase of 0.7 percent.

As in the forecast of last quarter, the industry in the state
with the largest projected growth in employment in 2016
is Educational Services. Employment in the industry is ex-
pected to grow 4.6 percent, an increase of 0.7 percentage
point from the forecast of the previous quarter. However,
employment is projected to decline in five industries in
Mississippi in 2016; in the previous quarter’s forecast only
Natural Resources and Mining was expected to lose jobs.
This sector is projected to experience the largest per-
centage decline of | 1.6 percent. All other sectors forecast

TProjected. Source: URC

to decrease in employment in 2016 are expected to de-
cline by less than 2.0 percent. In 2017, the largest per-
centage increases in employment are forecast for Con-
struction and Professional and Business Services, both of
which are projected to increase 3.2 percent. The largest
percentage decrease in employment expected in 2017 is
again in Natural Resources and Mining, but this decline is
smaller than in 2016. Four other industries are forecast to
experience declines in employment of 1.0 percent or less
in 2017. Notably, in 2018 the largest percentage increase
in employment in the state is forecast for Natural Re-
sources and Mining, which is expected to increase 3.3
percent. Employment in five industries is anticipated to
decline by 1.0 percent or less in 2018.

As seen in the third section of Table I, total current per-
sonal income in Mississippi is expected to grow 3.2 per-
cent in 2016. This estimate represents an increase of 0.2
percentage point from the forecast of the previous quar-
ter. Also of note in 2016 is the forecast of a 22.8 percent
decline in Farm Proprietors income. In 2017 personal
income in Mississippi is expected to increase by 4.0 per-
cent, a decrease of 0.3 percent from the previous fore-
cast. This estimate reflects the decrease to the forecast
for growth in the U.S. economy in 2017. In 2018 personal
income in Mississippi is projected to grow 4.5 percent, an
increase of 0.1 percent from the previous quarter. If real-
ized this increase would mark the largest growth in per-
sonal income in the state since 201 I, as Figure 2 above
indicates. Farm Proprietors income is expected to de-
crease 9.6 percent in 2017, but is forecast to return to
growth in 2018 when it is expected to increase 3.0 per-
cent.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2015 Percent| Annual Forecasts Annualized Quarterly Forecasts

Variable Value Change| 2016 2017 2018]2015Q4 2016QI 2016Q2 2016Q3 2016Q4 2017QI 2017Q2 2017Q3
Mississippi Forecast
Gross State Product (projected

Payroll Employment (thousands

Transportation and Utilities 52 36/ 28 14 11 0.6 0.1 22 1.7 15 1.1 1.1 12
13 18] -05 -04 -02 50 2.1 0.0 6.0 4.1 8.6 0.0 2.7

Professional and Business Services 105 3.1 -1.4 3.2 3.0 1.2 0.4 3.9 4.2 2.7 3.8 3.7 3.0
Leisure and Hospitali 129 2.3 2.6 1.1 1.0 3.4 0.6 0.9 0.6 1.5 1.2 0.9 0.6
40 20 11 -10 07

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

1060 -128 55 196 363
uv.s.Forecast |

Prime Rate (%)% 4.0 . . 3.5 3.5 3.8 38 4.0 4.3
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

he five-year forecasts for growth in U.S. and Mississippi Figure 3. Five-year average growthin real GDP

real GDP and employment, like the short-term fore-
casts, are slightly lower than in the second quarter. Figure 3 25% - 24%
indicates the average five-year growth in real GDP in Missis- |, ., ' 1.9%
sippi is forecast at 1.9 percent, a decrease of 0.2 percentage
point from the previous quarter. Similarly, U.S. real GDP is

forecast to grow an average of 2.4 percent annually over the | 1o%

3.0%

1.5%

next five years, a decrease of 0.2 percentage point from the 0.5% 0.5%

forecast of the previous quarter. Despite the reductions to -

these long-term forecasts, if realized the increase in average oo 20112015 2016-2020¢
annual real GDP from 2016 to 2020 represents a considera- = Mississippi U,

ble improvement over 201 Ito 2015 for the Mississippi econ-
omy, while it reflects slightly higher growth for the U.S.

1Projected. Sources: Bureau of Economic Analysis; URC

) . . Figure 4. Five- thi I t
The forecasts for average five-year growth in employment in gure 4. Five-year average growthin employmen

both the U.S. and Mississippi changed slightly from the previ- | 1.8%

ous quarter. As Figure 4 indicates average five-year growth in |

U.S. employment is projected at |.| percent, 0.1 percentage | 14

point lower than in the forecast of the previous quarter. The |'* -
forecast for average annual employment growth in Mississip- (";’j 0.8% -

pi from 2016 to 2020 is 0.9 percent, also 0.1 percent lower 0

than in the forecast of the previous quarter. If realized this 04%

forecast would essentially equal the growth from 201 | to 02%

2015 of 0.8 percent. The U.S. forecast would representa 0.7 | °™* 20112015 2016200
percentage point decline from the 201 | to 2015 period. = Mississippi US. = US.

TProjected. Sources: Bureau of Labor Statistics; URC

ALTERNATIVE FORECASTS

Based on scenarios outlined by IHS Economics, the alternatives to the baseline forecasts in terms of real GDP are
similar to the previous quarter. The probability of recession under the pessimistic scenario remains at 20 percent.
Such a recession would last six months beginning sometime in mid-2017. This situation would result from a weaker
global economy caused by uncertainty surrounding the United Kingdom’s withdrawal from the European Union as well
as a decline in U.S. financial markets. Mississippi’s economy bears the brunt of this pessimistic scenario in 2017 and
2018, as the rate of real GDP growth falls to 1.4 percent in both years. Nevertheless, average annual growth in real
GDP in Mississippi under the pessimistic scenario is 1.7 percent, only 0.2 percentage point lower than in the baseline
scenario. In contrast, under the pessimistic scenario U.S. real GDP contracts 0.1 percent in 2017 and grows only 1.0
percent in 2018. Average annual U.S. real GDP growth from 2016 to 2020 under this scenario falls to 1.6 percent, 0.8
percentage point below the baseline forecast. Under the pessimistic scenario employment in Mississippi contracts 0.2
percent in 2018 and increases an average of 0.6 percent per year from 2016 to 2020. U.S. employment contracts 0.6
percent in 2018 under the pessimistic scenario and on average grows 0.7 percent annually from 2016 to 2020.

IHS Economics assigns a |5 percent probability to the optimistic scenario, under which U.S. productivity growth im-
proves as technological breakthroughs lead to more investment and the negative impacts of Brexit are minimized. Un-
der the optimistic scenario real GDP in Mississippi changes little compared to the baseline. The average annual growth
in real GDP reaches 2.0 percent, only 0.1 percentage point greater than under the baseline scenario. Similarly, the U.S.
economy performs only slightly better under the optimistic scenario compared to the baseline forecast. The average
annual growth in U.S. real GDP equals 2.6 percent, which is 0.2 percentage point higher than under the baseline fore-
cast. Employment growth in Mississippi changes little under the optimistic scenario, averaging 1.0 percent per year from
2016 to 2020 compared to 0.9 percent annually under the baseline forecast for the same period. Under the optimistic
scenario average annual U.S. employment growth from 2016 to 2020 equals 1.3 percent, which is 0.2 percentage point
more than in the baseline forecast.



