MISSISSIPPI

ECONOMIC OUTLOOK

A publication of the University Research Center, Mississippi Institutions of Higher Learning

SUMMER 2021
VOLUME 7, NUMBER 3

REAL GDP FORECASTS FOR MISSISSIPPI MOVE HIGHER

RC’s latest forecast projects real gross domestic

product (GDP) for Mississippi will increase by 6.6
percent in 202]. Compared to the forecast of the previ-
ous quarter this estimate reflects a gain of 3.8 percentage
points. Moreover, if this projection is realized the gain
would represent the largest annual increase in real GDP
for the state since 1994, when the economy grew 6.8 per-
cent. Figure | depicts the annual changes in real GDP for
Mississippi since 2015 along with projections through
2023. The increase to the 2021 forecast resulted from
greater growth in the first quarter of the year than antici-
pated, stronger wage disbursements expected in the near
term, and a larger increase in expected transfer payments
from the federal government for the year. Wages and sal-
aries in the state are anticipated to grow 8.5 percent in
2021 while transfer payments from the federal govern-
ment are projected to swell by 36.9 percent in 2021, fore-
casts that are listed in the third section of Table | on page
3. The Mississippi economy is expected to expand by 1.9
percent in 2022. This projection is up |.3 percentage
points from the forecast of the previous quarter. Real
GDP for the state is expected to increase |.3 percent in
2023, which reflects an increase of 0.4 percentage point
from the forecast of the previous quarter.

of 0.5 percentage point from the forecast of the previous
quarter. This change to the forecast for 2021 reflects
slower growth in employment in the first half of the year.
The state is projected to see a slight reduction in payroll
employment in 2022 of 0.2 percent, a decrease of 0.2 per-
centage point from the estimate of the previous quarter.
In 2023 total employment is expected to decline by 0.4
percent, a decrease of 0.2 percentage point from the pre-
vious quarter’s forecast.

The third section of Table | indicates personal income in
Mississippi is projected to climb 15.2 percent in 2021, an
improvement of 15.4 percentage points from the forecast
of the previous quarter. The stronger wage growth antici-
pated in most sectors and the expected rise in transfer
payments for the year are responsible for this increase to
the forecast for personal income. In 2022 personal in-
come in the state is expected to increase 4.2 percent,
which represents an improvement of 2.0 percentage
points from the forecast of the previous quarter. Personal
income in 2023 is anticipated to grow 5.2 percent, also an
increase of 2.0 percentage points from the previous quar-
ter’s forecast.

As seen in the fourth section of Table | on page 3,
U.S. real GDP also is expected to expand by 6.6 per-

8.0%

cent in 2021. Compared to the forecast of the sec- 0.0%
ond quarter this estimate reflects an increase of 0.4
percentage point. In 2022 the U.S. economy is pro- 40%
jected to grow 5.0 percent, an increase of 0.7 per-
centage point from the forecast of the previous 20%
quarter. U.S. real GDP is forecast to expand 2.1 per-

cent in 2023, which reflects a slight decrease of 0.1 0.0%

percentage point from the previous quarter’s fore-

cast. 0%

Payroll employment in Mississippi is forecast to in- wo%
crease |.3 percent in 2021 as seen in the second

Figure I. Annual percent change in real GDP, Mississippi
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section of Table |. This rate represents a decrease

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

O utput in most sectors of the Mississippi economy is
expected to expand in 2021 as seen in the first sec-
tion of Table |. Real GDP in the Agriculture, Forestry,
Fishing, and Hunting sector is projected to surge 32.4 per-
cent, the largest percentage increase among all sectors.
The next largest increase in real GDP is projected for the
Wholesale and Retail Trade sector, which is expected to
expand |3.1 percent. The largest decreases in real GDP
among all sectors are forecast for Other Services and
Government, both of which are expected to contract by

pected to add jobs in 2021 and employment in the Trans-
portation and Uctilities sector is forecast to increase 6.5
percent, the largest percentage increase among all sec-
tors. Notably, Transportation and Utilities was the only
sector in the state to add jobs in 2020. The largest per-
centage decrease in employment in 2021 is expected in
Mining, which is forecast to fall 2.4 percent. Finance, In-
surance, and Real Estate as well as Health Care and Social
Assistance and Government are expected to lose jobs in
2021.

0.4 percent. The Mining sector is
expected to decrease in output
by 0.1 percent in 2021, the only
other sector projected to con-
tract.

-20,000
Mining and Oil and Gas Exraction
Contract Construction

Manufacturing

While a similar number of sec-
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Figure 2. Change in employment by sector, Mississippi
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cent in 2022, the most among all
sectors. Other sectors anticipated to contract are Agri-
culture, Forestry, Fishing, and Hunting, and Government.

In 2023 once again a similar number of sectors in the
state is expected to expand, but at lower rates compared
to the previous year. The Information sector is forecast
to grow 4.5 percent in output, the largest percentage in-
crease among all sectors. The next largest increase in real
GDP is anticipated in Wholesale and Retail Trade at 3.8
percent. As in 2022, the largest decrease in output is
forecast for the Leisure and Hospitality sector, which is
expected to contract by 2.7 percent. Agriculture, Forest-
ry, Fishing, and Hunting as well as Transportation and
Utilities and Government are projected to contract in
2023. Notably, Government is the only sector in the state
expected to contract in output each year from 2021
through 2023.

Figure 2 depicts the change in employment by industry in
Mississippi for 2020 as well as URC’s forecasts for 2021,

2022, and 2023. The second section of Table | lists these
percentage changes. Most sectors in the state are ex-

*Projected. Sources: U.S. Bureau of Labor Statistics and URC.

Despite the slight decrease in total employment forecast
for 2022, most sectors in the state are expected to add
jobs. The largest increase is projected for Information at
3.9 percent, closely followed by Mining at 3.7 percent.
Employment in Leisure and Hospitality is expected to fall
3.8 percent in 2022, the largest percentage decrease
among all sectors. Wholesale and Retail Trade, Profes-
sional and Business Services, Other Services, and Govern-
ment are all expected to lose jobs for the year.

The employment forecast for 2023 across sectors is simi-
lar to that for 2022. Again, the largest percentage increase
in employment is for the Information sector at 2.3 per-
cent. Employment in Transportation and Utilities and Min-
ing is forecast to grow |.2 percent and I.l| percent, re-
spectively, the next largest increases. The largest percent-
age decrease in employment expected in 2023 is the 2.5
percent decline forecast for Wholesale and Retail Trade.
Other sectors projected to lose jobs in 2023 are Profes-
sional and Business Services, Leisure and Hospitality, and
Government.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2020 Percent] Annual Forecasts Annualized Quarterly Forecasts

Value Change| 2021 2022 2023/2021Q2 2021Q3 2021Q4 2022QI 2022Q2 2022Q3 2022Q4 2023QI
pi Forecast

Gross State Product (millions of 2012 $ 99,757 28| 66 19 1.3 1.0 0.8 3.5 0.5 1.9 0.9 1.3 | .4

Government 16,853
Payroll Emp

| Information | 96 -0 Il 39 23 60 99 59 4l _ .lI 59 40 53

Professional and Business Services 106.2 -2.0 1.7 -12 -05
Leisure and Hospitali 117.9 -13.5 19 -38 -1.8
390 35| 26 -02 00/ 03  -02 00  -04 -0 0.0 00 0.l

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

07 -102 -40[ -40.1  -324  -199
v.s. Forecast |
204  -50

Prime Rate (%)1 354  -1.7f] -83 0.0 2.1 3.3 3.3 3.3 33 33
*Seasonally-adjusted. tProjected rates. }Percentage point change. Sources: U.S. Bureau of Labor Statistics, U.S. Bureau of Economic Analysis, and URC (forecasts).
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FIVE-YEAR FORECASTS

Real GDP for Mississippi is forecast to expand by an
annual average of 2.6 percent from 2021 to 2025 as
seen in Figure 3. Compared to the forecast of the previ-
ous quarter, this estimate represents an increase of |.8 1 0% .
percentage points per year. Similarly, real GDP for the 5 5% -
U.S. is projected to increase by 3.8 percent per year over 20%

Figure 3. Five-year average growthin real GDP
4.0% 3.8%

3.5%

the next five years. This rate of growth represents an 1.5% 11%
increase of 1.5 percentage points per year from the fore- 1.0%
cast of the previous quarter. Both the U.S. and Mississippi 0.5%
forecasts for real GDP represent an increase of 2.7 per- 0.0%
s o -0.1%
centage points in output per year compared to growth 0.5% 20162020 20212025+
during the 2016 to 2020 period. Nevertheless, the U.S.
. . m Mississippi = U.S.
economy is projected to grow an average of |.2 percent-
age points more per year than the Mississippi economy *Projected. Sources: Bureau of Economic Analysis and URC (forecast).
from 2021 to 2025, the same as in the previous five
years. . . .
Figure 4. Five-year average growth in employment
Figure 4 indicates annual payroll employment in Mississip- 25%
pi is expected to remain unchanged from 2021 to 2025. 1.9%

2.0%
This projection is the same as in the forecast of the previ-

ous quarter. The forecast for employment in Mississippi 5%

from 2021 to 2025 represents an increase of 0.4 percent- | 0%

age point per year compared to the previous five years. 0.5% ol 0%

U.S. payroll employment is expected to grow an average 0.0% '

of 1.9 percent per year from 2021 to 2025. This forecast 05% ]

represents a gain of 0.6 percentage point per year com- o 0.4%

pared to the forecast of the previous quarter. U.S. em- 2016-2020 2021-2025*
ployment is expected to grow |.8 percentage points B Mississippi = U.S.

more per year compared to the previous five years.

*Projected. Sources: Bureau of Labor Statistics and URC (forecast).
ALTERNATIVE FORECASTS

he firm IHS Markit in its latest pessimistic alternative scenario estimates a 20 percent probability of a weaker re-

covery relative to its baseline forecast. Compared to the previous quarter this probability is down 5 percentage
points. The slowing pace of vaccinations as well the emergence of more virulent strains of COVID-19 underlie this sce-
nario. A rise in COVID-19 cases delays the opening of schools across the country in this scenario, which results in
more workers staying at home to care for children rather than entering or remaining in the workforce. Consumer
spending also decreases under this scenario as consumers become more guarded and reduce some types of consump-
tion. Under this scenario the average annual growth in U.S. real GDP is 0.5 percentage point less over the next five
years compared to the baseline forecast. The Mississippi economy is less impacted under this scenario than the U.S.
economy, as the average annual growth rate in real GDP for the state is 0.] percentage point less from 2021 to 2025.

The latest optimistic scenario from IHS Markit assumes a probability of 30 percent, an increase of 5 percentage points
from the previous quarter. Under this scenario consumer spending increases more than in the baseline forecast, driving
a faster recovery. COVID- 19 vaccinations become more prevalent in this scenario than in the baseline forecast, leading
to fewer new cases and deaths. Consequently consumers become more confident and move closer to their pre-
pandemic spending levels sooner than in the baseline forecast, driving a faster recovery. In this optimistic scenario U.S.
real GDP grows at an average annual rate that is 0.3 percentage point more from 2021 to 2025 compared to the base-
line forecast. The upside is similar for the Mississippi economy, as real GDP for the state under the optimistic scenario
is an average of 0.2 percentage point more per year over the next five years compared to the growth in the baseline
forecast.



