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U.S., MISSISSIPPI FORECASTS WEAKEN SLIGHTLY

M ississippi’s economy is projected to grow 1.5 per-
cent in 2016 according to the latest URC forecast.
This estimate represents a slight reduction of 0.1 percent-
age point from the forecast of the previous quarter. Most
significantly, however, if this forecast is realized 2016
would mark the first increases in real GDP in Mississippi
in consecutive years since 2008 according to the U.S. Bu-
reau of Economic Analysis (BEA). The agency reported
Mississippi’'s economy grew 0.7 percent in 2015, the first
increase in the state’s real GDP since 2012. The projec-
tion for the Mississippi economy in 2016 reflects the latest
forecast for the U.S. economy, which was also revised
downward slightly. According to BEA, U.S. real GDP in-
creased 0.8 percent and |.| percent in the first and sec-
ond quarters of 2016, respectively, considerably less than
the previous estimates.

Real GDP in Mississippi is projected to grow at an annual
rate of 1.6 percent in 2017, which represents a slight in-
crease over 2016. However, this forecast reflects a reduc-
tion of 0.2 percentage point from the previous quarter. As
with the projection for 2016, the decrease in the forecast
for the Mississippi economy in 2017 stems largely from a
reduction in the forecast of U.S. real GDP growth for
2017.In 2018, real GDP in Mississippi is projected to
grow |.9 percent, which represents a decrease of

As seen in Figure | below, URC estimates personal in-
come in Mississippi will grow 3.3 percent in 2016, a slight
increase of 0.1 percent from the previous forecast. This
projection reflects stronger income growth in Mississippi
in the first two quarters of 2016 as reported by BEA. The
forecast also reflects the revised estimate by BEA of per-
sonal income growth in Mississippi for 2015 of 1.8 per-
cent. This revised estimate was reduced by |.| percentage
point from the estimate BEA released earlier in the year.
If the forecast of 3.3 percent growth for 2016 is realized,
it will represent the largest increase in personal income in
Mississippi since 2012, when personal income grew 3.9
percent as seen in Figure |. The forecast for growth in
personal income in Mississippi improves to 3.8 percent for
2017; for 2018, personal income in the state is projected
to grow 4.8 percent. If the forecast for 2018 is realized, it
would mark the largest increase in personal income in
Mississippi since 2008, when personal income in the state
grew 5.2 percent. Similar to Mississippi, U.S. personal in-
come is projected to grow 3.4 percent in 2016. The fore-
cast for growth in U.S. personal income in 2017 improves
a full percentage point to 4.4 percent. For 2018, however,
the forecast is again similar to Mississippi, as personal in-
come is expected to increase by 4.9 percent.
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The latest forecast for growth in the U.S. econo-
my in 2016 stands at |.4 percent, a reduction of
0.5 percentage point from the previous forecast. It
reflects the latest estimates of real GDP growth in
the first two quarters of 2016 by BEA, but also the
latest analysis by IHS Markit. This analysis finds
fewer housing starts and less residential invest-
ment as well as a longer period of inventory
buildup. The forecasts of U.S. real GDP growth
for 2017 and 2018 are both 2.2 percent, which
represent reductions of 0.2 percentage point in
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Figure |.Annual percent change in personal income, Mississippi

4.2%
3.9%
3.3%
2.5%
1.8%
IA% I

2011 2012 2013 2014 2015 2016t

both years from the previous forecast.

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

As in the previous quarter, URC pro-
jects three sectors in Mississippi’s
economy will contract in 2016 as seen in
the first section of Table | on page 3.
However, while Educational Services and
Government remain among the sectors
where output is expected to decrease, the
latest forecast includes Transportation and
Utilities. Despite that most sectors in Mis-
sissippi are expected to expand in 2016,
the 0.5 percent contraction in Government
is important because the sector represents
the largest portion of state real GDP.
Transportation and Utilities is expected to
experience the largest percentage decrease
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Figure 2. Projected change in employment by industry, Mississippi
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in real output in the state in 2016 of 2.4
percent. The largest increase in output
forecast among all sectors in 2016 is for Natural Re-
sources and Mining, which is projected to increase 6.2
percent. In the previous forecast this sector was expected
to contract in 2016. In contrast, in 2017 Natural Re-
sources and Mining is the only sector in Mississippi ex-
pected to contract. The projected decrease is relatively
small at 0.2 percent. The largest percentage increase in
output forecast among all industries in the state in 2017 is
for Information at 3.6 percent. Information is a relatively
small sector in Mississippi, however; the next largest in-
crease is the 3.2 percent growth expected in Professional
and Business Services. For 2018, the forecast is similar as
the 0.2 percent decrease expected in Natural Resources
and Mining is the only sector projected to contract. The
largest increase in output forecast for 2018 is again in In-
formation at 3.8 percent, closely followed by Professional
and Business Services at 3.6 percent.

Source: URC

The second section of Table | indicates payroll employ-
ment in Mississippi is forecast to increase 1.0 percent in
2016. This forecast represents a decrease of 0.1 percent
from the previous quarter. Nevertheless, if realized this
forecast would mark only the second annual increase in
employment in the state of 1.0 percent or more since
1999, following the 1.2 percent increase in 2015. Payroll
employment in the state in 2018 is projected to increase
0.8 percent, which represents a reduction of 0.] percent-
age point from the forecast of the previous quarter. For
2018, the forecast of a 0.7 percent increase in payroll em-
ployment is the same as in the previous quarter.

Figure 2 above depicts the change in employment by in-
dustry in Mississippi forecast for 2016, 2017, and 2018. In
2016, Leisure and Hospitality is expected to add the most

jobs among all industries in the state with a gain in em-
ployment of 3,600. The sector with the largest decline in
employment forecast for 2016 is Professional and Busi-
ness Services, which is expected to lose 2,700 jobs for the
year. Transportation and Utilities is expected to experi-
ence the largest percentage increase in employment in
2016 of 3.1 percent, while Natural Resources and Mining
is projected to experience the largest percentage decline
in employment of 9.5 percent. Employment in Profession-
al and Business Services is expected to add 2,300 jobs in
2017, the most among all industries in Mississippi. De-
clines in employment in the state are forecast to be rela-
tively small in 2017, as Finance, Insurance, and Real Estate
is projected to lose 320 jobs, the most among all indus-
tries. Employment in Construction is expected to increase
by the largest percentage in 2017, rising 2.4 percent. The
largest percentage decline in employment is forecast for
Educational Services, which is projected to fall 1.4 per-
cent. Professional and Business Services is expected to
experience the largest increase in employment among all
industries in the state in 2018, adding 2,300 jobs. As in
2017, relatively small declines in employment are ex-
pected in 2018; Wholesale and Retail Trade is forecast to
lose 700 jobs for the year, the most among all sectors in
the state. The largest percentage increase in employment
in Mississippi projected for 2018 is also in Professional
and Business Services, which is expected to increase 3.1
percent. Educational Services, as in 2017, is expected to
experience the largest percentage decline in employment
in 2018 among all sectors in the state of 1.3 percent. Fig-
ure 2 also indicates Educational Services, Other Services,
Finance, Insurance, and Real Estate, and Information are
all expected to lose jobs each year from 2016 to 2018.
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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]2016Q3 2016Q4 2017QI 2017Q2 2017Q3 2017Q4 2018QI 2018Q2

Mississippi Forecast
Gross State Product (projected

In millions of 2009 dollars | 95451 07| 15 16 19 06 14 21 20 20 19 20 1§

2,095 04 03 00 00 0.0 0.0 02 0.0 02  -02 0.0 0.0

Payroll Employment (thousands

1,134 12l 10 08 07 1.4 03 1.0 07 1.0 0.7 0.7 07

46 58] 18 24 18 7.4 23 24 1.2 23 0.9 22 22
Durable Goods 95 12l 09 04 15 24 -0 15 18 1.2 15 .4 1.7

Transportation and Utilities 52 36| 31 15 09 17 29 15 10 09 10 09 12
13 18] -10 -04 -06

Professional and Business Services 105 3.1 -2.6 2.3 3.1 -2.7 0.8 4.3 4.3 3.1 3.8 3.0 2.3
Leisure and Hospitali 129 2.3 2.8 1.4 1.1 4.2 0.6 1.2 0.3 1.5 0.9 0.9 1.2
40 20( -10 -08 07

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

38 105 149 3L
u.s. Forecast
33 4.0 3.2 4.0 3.1 3.9 4.6 38

Prime Rate (%)% 35 38 45 3.5 3.7 37 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

ike the short-term forecasts, the latest five-year forecasts .

for growth in U.S. and Mississippi real GDP are slightly ' 2% -
lower than in the previous issue of Mississippi Economic Out- 20% %
look. The average five-year growth in real GDP in Mississippi
is forecast at 1.8 percent as seen in Figure 3. This estimate
represents a decrease of 0.| percentage point from the pre- |,
vious quarter. The average five-year forecast for U.S. real s
GDP growth is 2.1 percent, also a decrease of 0.1 percent- 05% '
age point from the previous estimate. These forecasts repre- -

Figure 3. Five-year average growth in real GDP
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sent only a slight change in the growth rate of the U.S. econ- 2112015 2016.200¢
omy over the next five years, while the forecast for the Mis-  Missisppi U,
SiSSiPPi economy, if realized’ would equal more than three TProjected. Sources: Bureau of Economic Analysis; URC

times the growth rate from 201 | to 2015.

. o ' Figure 4. Five- thin employment
Figure 4 indicates the forecasts for average five-year growth gure . Five-year average growthn employmen
2.0%

in employment in both the U.S. and Mississippi are little o 8%

changed from the previous quarter’s estimates. The average |

five-year growth in U.S. employment is expected to equal 1.2 | ~

percent, an increase of 0.] percentage point from the fore- 12%
cast of the previous quarter. For Mississippi, average annual ;:ﬁ 0t -
employment is expected to grow 0.9 percent from 2016 to o
2020, the same as in the forecast of the previous quarter. 04

This forecast, if realized, represents a slight improvement in | o
the average rate growth in employment in Mississippi of 0.8 | ** 112015 -
percent that occurred from 201 | to 2015.  Missppt U,

ALTERNATIVE FORECASTS

he alternatives to the baseline forecasts as described by the scenarios defined by IHS Markit are little changed from

the previous quarter. The pessimistic scenario continues to estimate the probability of recession at 20 percent. A
recession under this scenario persists for six months during the third and fourth quarters of 2017. Essentially, uncer-
tainty resulting from geopolitical events triggers these conditions. The United Kingdom’s withdrawal from the European
Union and the resulting uncertainty causes the global economy to weaken, indirectly affecting the U.S. economy. The
economy in Mississippi experiences the worst effects of this pessimistic scenario in terms of real GDP growth in 2017
and 2018, as the rate falls by 0.3 and 0.7 percentage point, respectively, compared to the baseline. However, over the
next five years the effects of the mild recession on the Mississippi economy are relatively small, as average annual
growth in real GDP in the state is only 0.] percentage point lower than in the baseline scenario. U.S. real GDP growth
under the pessimistic scenario compared to the baseline is on average 0.6 percentage point lower. Employment growth
in Mississippi under the pessimistic scenario is essentially flat in 2018 and on average is 0.2 percentage point lower each
year from 2016 to 2020. U.S. employment contracts 0.6 percent in 2018 under the pessimistic scenario and average
annual growth is 0.4 percentage point lower from 2016 to 2020.

TProjected. Sources: Bureau of Labor Statistics; URC

The probability of the optimistic scenario is |15 percent according to IHS Markit, the same as in previous forecasts.
Technological breakthroughs lead to more investment under the optimistic scenario, which results in an increase in U.S.
productivity. In terms of real GDP growth, Mississippi benefits only slightly under the optimistic scenario compared to
the baseline. Average annual growth in real GDP reaches equals 1.8 percent from 2016 to 2020 under both scenarios.
Average U.S. real GDP growth, in contrast, is 0.5 percentage point higher each year from 2016 to 2020 under the opti-
mistic scenario compared to the baseline forecast. Like real GDP growth, employment growth in Mississippi is essential-
ly unchanged under the optimistic scenario compared to the baseline forecast for 2016 to 2020. Annual U.S. employ-
ment growth, on the other hand, is on average 0.3 percentage point higher under the optimistic scenario compared to
the baseline forecast.



