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he latest URC forecast projects Mississippi’s econo-

my will grow 0.9 percent in 2017 as seen in Figure |
below. Compared to the forecast of the previous quarter
this estimate is lower by 1.0 percentage point. Factors
contributing to the downgraded forecast include the es-
sentially unchanged employment in 2017 as well as the
disappearance of the relatively strong income growth that
began in early 2016. Despite the lower forecast for 2017,
URC projects the Mississippi economy will expand 1.8
percent in 2018 and 1.7 percent in 2019. Both of the 2018
and 2019 estimates are only slightly lower than the fore-
casts of real GDP in the previous quarter.

The latest forecast of the change in the U.S. economy for
2017 projects an increase of 2.3 percent. This estimate
represents a slight decrease of 0.1 percentage point from
the projection of the previous quarter. Nevertheless, if
realized this forecast would mark an improvement of 0.7
percentage point over real GDP growth in 2016. U.S. con-
sumer spending softened somewhat in the first half of
2017, but this retrenchment is expected to be temporary.
The forecast of U.S. real GDP growth for 2018 improves
to 2.7 percent, but IHS Markit cautions that unless Wash-
ington provides incentives in the form of tax cuts and in-
frastructure spending, such growth will not materi-

Personal income in Mississippi is projected to grow 2.5
percent in 2017 as seen in Table | on page 3. This esti-
mate represents a decrease of 0.5 percentage point from
the forecast of the previous quarter and a decline of 0.7
percentage point from the 2016 growth of 3.2 percent.
Similarly, the latest forecast of the change in personal in-
come for 2018 is 3.9 percent, a reduction of 0.5 percent-
age point from the previous quarter. In 2019, however,
personal income is expected to grow 4.4 percent, only
slightly less than in the forecast of the previous quarter. If
realized the 2019 forecast would mark the largest annual
increase in personal income in the state since the 4.2 per-
cent increase in 201 1. U.S. personal income is expected to
grow at higher rates than in Mississippi each year from
2017 to 2019. However, the forecasts for U.S. personal
income growth for each of these years are lower than in
the previous quarter. Income growth is expected to reach
3.6 percent in 2017, a slight improvement over 2016. In
2018 U.S. personal income is expected to increase 4.7
percent and in 2019 by 5.2 percent. If realized the 2019
forecast of 5.2 percent personal income growth would
equal the largest increase since 201 |, when U.S. personal
income also grew 5.2 percent.

alize. The improvement in both business and con-
sumer sentiment is beginning to show signs of fad-
ing as the prospects for reforms appear more prob-
lematic than first thought.
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As discussed on page 2 payroll employment in Mis-
sissippi is expected to grow only 0.2 percent in
2017. This projection marks a decrease of 0.3 per-
centage point from the forecast of the previous
quarter. Moreover, if realized this rate of job
growth would be the smallest change in payroll em-
ployment in the state since 201 |. Forecasts for em-
ployment growth in Mississippi for 2018 and 2019
equal 0.7 percent and 0.9 percent, respectively, sim-

0.0%

-1.0%

-2.0%

-3.0%

-4.0%

-5.0%

Figure 1.Annual change in Mississippi real GDP

2.2%
1.8%

1.7%

-4.1%

2009 2010 2011 2012 2013 2014 2015 2016 2017+ 2018f 2019t

ilar to the rates experienced in recent years.

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

s seen in the first section of Table | on page

3, BEA reported output in the Transportation
and Utilities sector increased 3.0 percent in 2016,
the largest percentage growth in output among all
sectors in the state. The largest percentage decline
in output among all sectors occurred in Natural
Resources and Mining, which fell 4.5 percent. In
the latest URC forecast of real GDP by sector
both of these patterns are expected to continue in
2017. The largest percentage increase in output
among all industries is projected for Transporta-
tion and Utilities at 4.1 percent, while the largest
percentage decline is expected in Natural Re-
sources and Mining at 3.8 percent. The Construc-
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Figure 2. Annual change in payroll employment, Mississippi
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tion sector, which according to BEA contracted

2.5 percent in 2016, is forecast to decline 1.3 percent
in 2017 as well. Notably, URC projects Government—the
largest sector in Mississippi in terms of GDP—will contract
0.7 percent in 2017. In 2018, URC forecasts Government
will not act as a drag on the economy but that its output
will remain unchanged from 2017. The largest percentage
increase in output among all sectors projected for 2018 is
the 4.0 percent increase in Information, a relatively small
sector. Notable increases in real GDP among larger sec-
tors forecast for 2018 include Professional and Business
Services, which is expected to grow 3.7 percent, and Man-
ufacturing, which is projected to increase 2.9 percent. In
addition, if the 2018 forecast for Construction is realized
it will mark the first increase in real output for the sector
since 2013 and only the second increase since 2008. In
2019 growth is expected to be driven by Manufacturing
and Professional and Business Services as output in both
sectors is forecast to increase 3.5 percent. Output in the
Information sector is also projected to increase 3.5 per-
cent. However, in 2019 the 0.2 percent decline in output
forecast for Government is expected to inhibit growth.
The other sectors projected to contract in output in 2019
are Natural Resources and Mining, which is expected to
decline by 0.1 percent, and Other Services, which is fore-
cast to contract 0.2 percent. Natural Resources and Min-
ing is the only sector in the state expected to contract in
output each year from 2017 to 2019. If this forecast is
realized, output in this sector will contract for at least six
consecutive years, as Natural Resources and Mining last
expanded in 2013.

In the second section of Table | URC forecasts payroll
employment in Mississippi will increase 0.2 percent in
2017, as previously mentioned. This slower growth in em-
ployment is driven by several sectors, including Profes-

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

sional and Business Services, which is expected to con-
tract |.7 percent in 2017 after increasing 1.7 percent in
2016. Employment in Manufacturing, the third-largest sec-
tor in the state in terms of jobs, is expected to decline by
0.3 percent compared to the 0.8 percent increase in 2016.
Employment growth in Leisure and Hospitality, another
relatively large sector in terms of employment, is forecast
to slow from 3.4 percent in 2016 to 0.3 percent in 2017.
Figure 2 indicates the employment growth forecast for
2018 and 2019 is similar to the growth experienced in the
years following the Great Recession. Employment in most
sectors in the state is expected to rebound in 2018, lead-
ing to the overall increase of 0.7 percent forecast for the
year. Significantly, if forecasted growth trends are realized,
total nonfarm employment in Mississippi should reach and
surpass its pre-recession level sometime in 2018. Only
Educational Services and Government are projected to
decline in 2018, while employment in Professional and
Business Services is expected to increase 2.9 percent. Em-
ployment in the Construction industry is projected to
increase 2.2 percent in 2018. If realized this gain would be
significant as the last increase in employment in Construc-
tion occurred in 2013, which is also the only year the in-
dustry has added jobs in the state since 2008. Employ-
ment growth in Mississippi is forecast to improve to 0.9
percent in 2019, although more sectors are expected to
contract than in 2018. The largest percentage increase in
growth forecast for 2019 is in Construction at 2.9 per-
cent while Professional and Business Services employment
is expected to grow 2.8 percent and Manufacturing em-
ployment by 2.1 percent. Declines in employment fore-
cast for 2019 are generally limited to the relatively small
sectors of Natural Resources and Mining, Information,
Educational Services, and Other Services.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2016 Percent] Annual Forecasts Annualized Quarterly Forecasts

Variable Value Change] 2017 2018 2019]2017QI1 2017Q2 2017Q3 2017Q4 2018QI 2018Q2 2018Q3 2018Q4
Mississippi Forecast
Gross State Product (projected

2210 05| 03 -02 02
Payroll Employment (thousands
1,146 il 02 07 09 0.0 1.0 07 0.3 1.0 0.7 0.7 1.0

44 43| 48 22 29 5.2 2.0 25 29 26 33 3.0 3.1
Durable Goods 95 0] -04 14 23 0.5 .1 1.0 0.8 2.6 1.8 1.8 2.3

Transportation and Utilities 55 40| 35 08 05 .09 LI 07 09 13 07 08 03
12 41| -61 00 -0l

Professional and Business Services 108 1.7 -1.7 29 2.8 2.3 1.5 2.3 3.4 3.7 33 2.6 29
Leisure and Hospitali 134 3.4 0.3 0.7 0.6 -3.3 2.1 0.6 1.2 0.6 0.6 0.9 0.6
40 10f 12 00 -03

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

217 234 -07 47 483 566 668  -06
u.s. Forecast

Prime Rate (%)% 47 . . 43 43 4.5 4.5 4.8 5.1
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

F igure 3 indicates the forecast for average annual growth
in real GDP for the U.S. is unchanged from the previous
quarter. The average five-year forecast for U.S. real GDP 25% 2%%
growth, if realized, represents an increase of 0.3 percentage 20%

point over the average annual growth rate of the U.S. econo-
my from 2012-2016. However, the latest forecast for aver-

Figure 3.Five-year average growthin real GDP
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age annual growth in Mississippi from 2017 to 2021 is 1.7 1.0%
percent, down 0.2 percentage point from the previous fore- 05 0.5%
cast. Nevertheless, if realized this growth rate represents -

more than a threefold increase over the average annual rate 0.0%

of the previous five years; according to BEA the Mississippi

economy expanded an average of 0.5 percent from 2012 to
2016. 1Projected. Sources: Bureau of Economic Analysis; URC
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The latest forecasts for average annual employment growth

. N . ] . Figure 4. Five-year average growth in employment
in Mississippi and the U.S. are slightly lower than in the previ-
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ous quarter. U.S. employment is expected to grow I.| per- | 8%
cent annually over the next five years, a decrease of 0.1 per- 1.6%
centage point from the forecast of the previous quarter. This | 4% i
average annual growth rate, if realized, represents a decrease | '%* 0.9% -
of 0.8 percentage point from the previous five years. In Mis- égj o
sissippi employment is projected to grow an average of 0.6 0.6% :
percent per year from 2017 to 2021, which is 0.2 percentage | 0.4%
point lower than the forecast of the previous quarter. If real- | 2%
ized this average growth rate represents a decrease of 0.3 0.0% 20122016 2017.2021¢

percentage point from the rate of the previous five years. o
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A LT E R N A.I. I V E I: 0 R E CASTS 1Projected. Sources: Bureau of Labor Statistics; URC

he probability IHS Markit assigns to its latest pessimistic alternative to the baseline forecast is 25 percent, an in-

crease of 5 percentage point from the previous quarter. This scenario assumes Congress does not produce health
care reform or tax reform or an infrastructure spending package. As a result businesses and consumers lose confi-
dence, the stock market declines and consumer spending falls. This pessimistic scenario does not result in a recession,
however, as IHS Markit places the odds of a recession over roughly the next two years at only 10 percent. As a result,
the average rate of growth in U.S. real GDP over the next five years is only 0.2 percentage point lower than in the
baseline forecast. The growth of the Mississippi economy is similarly affected under the pessimistic scenario, as real
GDP for the state on average is only 0.] percentage point lower each year from 2017 to 2021 compared to the base-
line forecast. U.S. payroll employment increases an average of 0.9 percent per year under the pessimistic scenario, com-
pared to the average |.| percent annual increase under the baseline forecast. In Mississippi, payroll employment grows
an average of 0.5 percent per year from 2017 to 2021, compared to 0.6 percent per year under the baseline forecast.

IHS Markit assigns a probability of 15 percent to its latest optimistic scenario, which is 5 percentage point lower than in
the previous quarter. Under this scenario the federal government eases regulations and reduces corporate taxes, lead-
ing to an increase in fixed investment. The growth in fixed investment leads to gains in productivity. U.S. real GDP
grows an average of 2.9 percent per year under the optimistic scenario, an improvement of 0.6 percentage point per
year compared to the baseline forecast. In Mississippi, real GDP grows at a rate of 1.9 percent each year under the op-
timistic scenario, 0.2 percentage point higher than under the baseline forecast. Similarly, under the optimistic scenario
U.S. payroll employment is projected to increase an average of 1.4 percent per year, which is 0.3 percentage point high-
er than under the baseline forecast. Payroll employment in Mississippi under the optimistic scenario increases on aver-
age to 0.7 percent per year, which is slightly higher than the 0.6 percent increase expected each year under the baseline
forecast.



