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FORECASTS FOR REAL GDP, EMPLOYMENT IMPROVE FOR MISSISSIPPI, WEAKEN FOR U.S.

oth the coronavirus pandemic and the responses to it

have greatly disrupted the U.S. and Mississippi econo-
mies in a historically short period. The ensuing months
have introduced high levels of uncertainty and volatility as
governments impose and lift restrictions on numerous
activities. Thus, while the forecasts presented in this publi-
cation are always based on the best available data and as-
sumptions that are subject to change, this reality is even
more probable in the current environment.

Figure | below depicts the annual percent change in real
gross domestic product (GDP) for Mississippi since 2015,
including the latest forecast for 2020. URC projects real
GDP for the state will contract 4.1 percent in 2020.
Nonetheless, this estimate represents an improvement of
|.7 percentage points from the forecast of the previous
quarter. If realized this estimate will mark the first annual
contraction in the Mississippi economy since 201 I.

The first section of Table | on page 3 indicates URC esti-
mates the Mississippi economy will expand 3.2 percent in
2021, which represents an increase of 0.2 percentage
point from the forecast of the previous quarter. This rate
of annual growth, if realized, would be the largest since
2008 when real GDP for the state increased 4.2 percent.

the U.S. economy in 2022 is similar as real GDP is pro-
jected to increase 3.6 percent. This estimate represents a
decrease of 0.4 percentage point from the forecast of the
previous quarter.

The second section of Table | indicates payroll employ-
ment in Mississippi is expected to decline 3.0 percent in
2020. This rate represents an improvement of 3.3 per-
centage points from the forecast of the previous quarter.
In 2021 employment in the state is projected to grow 3.2
percent—a marked change from the 1.8 percent decrease
forecast in the previous quarter. Employment growth in
2022 is estimated at 0.3 percent, which represents a rela-
tively large reduction of 3.9 percentage points from the
forecast of the previous quarter.

Personal income in Mississippi is forecast to grow 4.7 per-
cent in 2020 as seen the third section of Table I. Com-
pared to the forecast of the previous quarter this estimate
is 1.8 percentage points higher. In 2021 personal income is
projected to remain unchanged, a decrease of 2.4 percent-
age points from the forecast of the previous quarter. Fi-
nally, personal income in the state is expected to increase
4.0 percent in 2022, an estimate that is unchanged from
the forecast of the previous quarter.

The forecast for the state’s economy in 2022 is an
increase of 2.2 percent. Compared to the forecast of
the previous quarter this projection is 0.7 percentage
point lower.
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As seen in the fourth section of Table |, the U.S.
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economy is projected to contract 6.1 percent in 2020.

Figure 1. Annual percent change in real GDP, Mississippi
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This estimate represents a decrease of 0.7 percentage
point from the forecast of the previous quarter. If re-
alized, this decrease would be the largest annual con-

traction in U.S. real GDP since 1946. In 2021, the U.S.
economy is expected to grow 3.7 percent, which rep-
resents a decrease of 2.6 percentage points from the

forecast of the previous quarter. Nevertheless, if real-
ized this increase would mark the largest annual
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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

As the first section of Table | indicates, output in all
sectors of the Mississippi economy is expected to
contract in 2020. The largest decrease of 10.5 percent is
forecast for the Leisure and Hospitality sector, which in-
cludes the Accommodation and Food Services subsector-.
The next largest contraction of 9.3 percent is expected
for Educational Services. The smallest decrease in output
is forecast for Wholesale and Retail Trade, which is pro-
jected to decline 1.0 percent.

jected to increase 0.5 percent. The largest decrease in
employment in 2020 is forecast for Natural Resources
and Mining, which is expected to decline 12.4 percent.
The next largest decrease is anticipated in Construction,
which is forecast to fall 6.6 percent, followed by Educa-
tional Services, which is expected to decrease 5.9 percent.

Fewer sectors in the state are projected to lose jobs in
2021. The largest increase in employment of | 1.5 percent

In 2021, gains in output are ex-

pected to be widespread across -10,000

sectors. The Leisure and Hospi-
tality sector is projected to re-
bound from the pandemic—and
the Accommodation and Food
Services subsector in particular—
as output in the sector is forecast
to increase |8.1 percent. The
next largest increase of 7.8 per-
cent is expected in the Infor-
mation sector, followed by the
6.3 percent growth forecast for
Wholesale and Retail Trade. The
largest decrease in output of 2.7
percent is anticipated in Con-
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Figure 2. Projected change in employment by sector, Mississippi
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Natural Resources and Mining, Source: URC.

which is expected to contract |.9
percent, and Other Services, which is forecast to de-
crease in output by 1.5 percent.

Although overall growth in the state’s economy is ex-
pected to be smaller in 2022 than in 2021, output is pro-
jected to expand in more sectors. The largest increase in
output is forecast for Professional and Business Services,
which is expected to expand by 5.9 percent. The state’s
Manufacturing sector is forecast to experience the next
largest increase in output of 5.0 percent, followed by the
4.4 percent increase in output in the Information sector.
The largest decrease in output among all sectors is fore-
cast for Leisure and Hospitality, which is expected to con-
tract by 3.7 percent. Output in the Health Care and Social
Assistance sector is forecast to fall 0.5 percent, the only
other sector forecast to contract in 2022.

URC forecasts for the change in employment by industry
in Mississippi for 2020, 2021, and 2022 are depicted in
Figure 2 and in the second section of Table |. Employ-
ment is forecast to decrease in all sectors in the state in
2020 with the exception of Other Services, which is pro-

is forecast for Leisure and Hospitality. The next largest
increase in employment of 6.2 percent is expected in the
Health Care and Social Assistance sector. As in the previ-
ous year, the largest decrease in employment in 2021
among all sectors in the state is anticipated in Natural Re-
sources and Mining, as the number of jobs in the sector is
projected to fall 16.5 percent. The next largest decrease
in employment among all sectors is the 3.8 percent de-
cline expected in Construction.

Most sectors in Mississippi are forecast to add jobs in
2022. Employment in Natural Resources and Mining is
expected to increase 7.2 percent, the largest gain among
all sectors. The next largest increase in employment is
forecast for Professional and Business Services, which is
anticipated to grow 3.9 percent. Employment in Whole-
sale and Retail Trade is expected to fall 3.8 percent in
2022, the largest decrease among all sectors. The only
other sector in the state URC forecasts to lose jobs in
2022 is Leisure and Hospitality, as employment in the in-
dustry is projected to fall 2.3 percent.
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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]2020Q2 2020Q3 2020Q4 2021QI 2021Q2 2021Q3 2021Q4 2022QI
Mississippi Forecast
Gross State Product (projected

566 1179 276 23l 204 -32 39 -l15

Payroll Employment (thousands
| _Informaton | || 23 55 59 06 207 54 78 201 57 40 11 04|

Professional and Business Services 108 -1.0] -53 3.2 39 -22.8 16.3 0.8 6.8 1.9 4.6 3.4 6.9
Leisure and Hospitali - 136 10| -52 115 23] 674 177 14.7 7.4 12.7 46 2.5 -5.7
41 -1l 05 -09 LI

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

985 522 551 1023 1997 1756
u.s. Forecast
258  -200  -68

Prime Rate (%)t 35 33 33 33 33 33
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

igure 3 indicates real GDP for Mississippi and the

U.S. is projected to grow an average of |.| percent Figure 3.Five-year average growthin real GDP
and |.5 percent per year, respectively, from 2020 to 3.0%
2024. The forecast of the average annual change in real 2 5%
GDP for Mississippi from 2020 to 2024 represents a
decrease of 0.3 percentage point from the previous five
-year forecast. Similarly, the forecast of the average 1.5% 5%
annual change in real GDP for the U.S. over the same %
period reflects a decline of 0.4 percentage point. The
forecast for Mississippi, if realized, represents an aver- 0.5%
age increase of 0.3 percentage point per year compared oo
to the previous five years. Conversely, the U.S. fore- ' 2014-2019 2020-2024¢
cast, if realized, represents an average decrease of |.| = Mississippi = USS.

2.6%

2.0%

1.0% 0.8%

percentage points compared to the 2015-2019 period. tProjected. Sources: Bureau of Economic Analysis; URC

Employment in Mississippi is projected to grow an aver-
age of 0.2 percent per year from 2020 to 2024 as seen Figure 4.Five-year average growth in employment
in Figure 4, a slight improvement of 0.1 percentage 20% 8%

point from the previous five-year forecast. U.S. employ- 8%

ment is expected to increase an average of 0.8 percent
per year over the same period. Compared to the previ- 2%

ous long-term forecast, this estimate represents an in- 1.0%

crease of 0.3 percentage point. If the forecast for em- 0.8% o7%

ployment in Mississippi is realized, average annual 0.6%

growth will be 0.5 percentage point lower from 2020 04% 0.2%
to 2024 compared to the previous five years. If the U.S. Zzi [ ]
forecast for employment is realized, average annual o 2014-2019 2020-2024¢

growth will be 1.0 percentage point lower from 2020 = Mississippi = USS.

1.6%
1.4%

0.8%

to 2024 compared to the previous five years. tProjected. Sources: Bureau of Labor Statistics; URC

ALTERNATIVE FORECASTS

According to the National Bureau of Economic Research, which sets the official start and end dates for recessions,
the U.S. entered a recession in February 2020. In both of its latest alternative scenarios IHS Markit assume this
recession persists for two quarters. For its pessimistic scenario, IHS Markit sets the probability at 30 percent. Under
this scenario consumer spending in the second quarter of 2020 was not as strong as previously thought. Additionally, a
number of state economies struggle to reopen and face setbacks caused by the surge in COVID-19 infections, which
further reduces consumer spending relative to the baseline forecast. Under this scenario U.S. real GDP grows an aver-
age of almost 0.4 percentage point less per year from 2020 to 2024 compared to the baseline forecast. U.S. payroll em-
ployment grows at an average annual rate that is 0.2 percentage point lower compared to the baseline forecast over
the same period. The impact to the Mississippi economy under the pessimistic scenario is less severe as the state’s real
GDP grows at an average annual rate that is 0.2 percentage point less relative to the baseline forecast. Similarly, em-
ployment in the state grows at an average annual rate that is 0.1 percentage point less per year from 2020 to 2024
compared to the baseline forecast.

IHS Markit assigns a probability of 20 percent to its latest optimistic scenario. Consumer spending is stronger in 2020
under this scenario relative to the baseline forecast and the number of new COVID-19 infections decreases. The aver-
age annual increase in U.S. real GDP from 2020 to 2024 is the same as in the baseline forecast. Employment grows at
an average annual rate that is slightly more than 0.1 percentage point higher compared to the baseline forecast. Under
this scenario real GDP for Mississippi grows at an average annual rate that is 0.1 percentage point higher relative to the
baseline forecast. Employment also grows at an annual rate from 2020 to 2024 that is 0.| percentage point higher com-
pared to the baseline forecast.



