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NEAR-TERM REAL GDP, EMPLOYMENT FORECASTS FOR MISSISSIPPI WEAKEN

RC projects in its latest forecast real gross domestic

product (GDP) for Mississippi will contract 5.0 per-
cent in 2020. This estimate represents a decrease of 0.9
percentage point from the forecast of the previous quar-
ter. If realized this forecast would represent the largest
annual contraction in the state’s economy in data report-
ed by the U.S. Bureau of Economic Analysis (BEA) since
1978.

As seen in the first section of Table | on page 3, URC
estimates Mississippi’s economy will expand by 1.9 per-
cent in 2021. This forecast represents a decrease of 1.3
percentage points from the forecast of the previous quar-
ter. Nevertheless, if realized this estimate would mark the
largest annual increase in real GDP for Mississippi since
2008. The state’s economy is projected to grow 1.5 per-
cent in 2022, which reflects a reduction of 0.7 percentage
point from the forecast of the previous quarter.

The fourth section of Table | on page 3 indicates the lat-
est estimate of the change in U.S. real GDP in 2020 is a
decrease of 3.6 percent. This forecast represents an im-
provement of 2.5 percentage points from the forecast of
the previous quarter. If realized this forecast would mark
the first annual contraction in the U.S. economy since

4.9 percentage points from the forecast of the previous
quarter. Despite the relatively large contraction in the
state’s economy expected for 2020, personal income is
forecast to climb for the year due to the transfers from
the federal CARES Act. These transfers are reflected in
the 38.8 percent surge in transfer payments projected for
2020 as seen in Table |. Personal income is forecast to
grow 1.0 percent in 2021, which represents an increase of
[.0 percentage point from the forecast of the previous
quarter. In 2022 personal income in Mississippi is ex-
pected to increase 3.3 percent, a decrease of 0.7 percent-
age point from the forecast of the previous quarter.

Payroll employment in Mississippi is expected to fall 4.5
percent in 2020 as seen in the second section of Table I.
This forecast represents a decrease of 1.5 percentage
points from the forecast of the previous quarter. In 2021
payroll employment is forecast to grow 0.2 percent, a de-
crease of 3.0 percentage points from the forecast of the
previous quarter. Payroll employment is projected to in-
crease 0.5 percent in 2022, which reflects an increase of
0.3 percentage point from the forecast of the previous
quarter. If realized this forecast would equal the largest
annual increase in employment in the state since 2017.

2009. U.S. real GDP is expected to expand 3.7 per-
cent in 2021, the same rate as in the forecast of the
previous quarter. If realized this forecast would rep-
resent the largest annual growth in U.S. real GDP
since 2004. In 2022 the U.S. economy is projected to
grow 3.2 percent, which represents a decrease of 0.4
percentage point from the forecast of the previous
quarter. However, if the forecasts for 2021 and 2022
are realized, U.S. real GDP will grow at least 3.0 per-
cent in consecutive years for the first time since 2004
and 2005.

The change in personal income in Mississippi since
2015 and the projected change for 2020 are depicted
in Figure I. URC’s latest forecast projects personal
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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

*Projected. Sources: U.S. Bureau of Economic Analysis and URC
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SHORT-TERM FORECASTS

o utput is expected to contract in
most sectors of the Mississippi

economy in 2020 as seen in the first sec-
tion of Table I. However, unlike in the
forecast of the previous quarter, two sec-
tors are projected to expand for the year.
Mining is forecast to grow 2.2 percent
while Finance, Insurance, and Real Estate
is forecast to grow 0.6 percent. The larg-
est decrease in output among all sectors
in the state in 2020 is expected in Leisure
and Hospitality, which is forecast to con-
tract 26.9 percent. This estimate repre-
sents a decrease of 16.4 percentage points
from the forecast of the previous quarter.
Double-digit decreases in output are also
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forecast for the Agriculture, Health Care
and Social Assistance, and Other Services
sectors in 2020, all of which reflect decreases from the
forecasts of the previous quarter.

In 2021 a majority of sectors in the state’s economy are
projected to expand. The largest increase in output is
forecast for the Manufacturing sector, which is expected
to grow 8.0 percent, mostly due to an increase in nondu-
rable goods output. The Information sector is forecast to
expand by 6.7 percent, the next largest expected increase
in output. The largest decrease in output among all sec-
tors in 2021 is forecast for Agriculture, which is expected
to contract by 13.3 percent. The Leisure and Hospitality
sector is projected to contract by 10.6 percent, the next
largest decrease in output. Significantly, this forecast rep-
resents a decrease of 28.7 percentage points from the
forecast of the previous quarter. Other sectors anticipat-
ed to decline in output in 2021 include Health Care and
Social Assistance, Mining, Other Services, and Transporta-
tion and Utilities.

Almost all sectors of the Mississippi economy are forecast
to expand in 2022. The only sector expected to contract
is Leisure and Hospitality, which is projected to decrease
I.l1 percent and represents an improvement of 2.6 per-
centage points from the forecast of the previous quarter.
Leisure and Hospitality is the only sector in the state fore-
cast to decrease in output each year from 2020 to 2022.
The largest increase in output is expected in Information,
which is projected to grow 5.7 percent, followed by Min-
ing, which is forecast to expand 5.0 percent. Noticeably,
Finance, Insurance, and Real Estate is the only sector in
the state projected to expand in output each year from
2020 to 2022.

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

Figure 2 above depicts the annual change in payroll em-
ployment in Mississippi since 2012 along with the fore-
casts for 2020 to 2022 as discussed on page |. This figure
also indicates annual employment growth in the state has
not exceeded 0.5 percent since 2016. The projected
changes in employment by sector are listed in the second
section of Table | on page 3. All sectors in the state are
expected to lose jobs in 2020. The largest decrease in
employment among all sectors is forecast for Leisure and
Hospitality, which is expected to decline | 1.6 percent.
This estimate reflects a decrease of 6.4 percentage points
from the forecast of the previous quarter. The smallest
decrease in 2020 is the |.4 percent decline projected for
Wholesale and Retail Trade.

In 2021 seven sectors in the state are projected to lose
jobs while six sectors are expected to add jobs. The larg-
est increase in employment is forecast for the Information
sector, which is expected to grow 4.2 percent. The larg-
est decrease in employment is expected in the Mining sec-
tor, which is forecast to decline 7.2 percent, followed by
the 6.8 percent decrease projected for Leisure and Hospi-
tality. The latter forecast represents a decrease of 18.3
percentage points from the forecast of the previous quar-
ter.

Most sectors in the state are forecast to add jobs in 2022.
The largest increase is expected in Transportation and
Utilities, which is forecast to grow by 3.7 percent. The
largest decrease is forecast for Wholesale and Retail
Trade, which is expected to fall 1.8 percent. Notably, Min-
ing, Construction, and Leisure and Hospitality are all fore-
cast to lose jobs each year from 2020 to 2022.
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TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2019 Percent] Annual Forecasts Annualized Quarterly Forecasts

Value Change| 2020 2021 2022]/2020Q2 2020Q3 2020Q4 2021QI 2021Q22021Q3 2021Q4 2022Q|
ssippi Forecast
Gross State Product (projected

Government
Payroll Employment (thousands

Professional and Business Services 108 -1.0] -64 0.6 2.9 -23.4 1.3 10.4 1.5 1.3 -3.2 1.3 8.1
Leisure and Hospitali | 136 10| -116 -68 -13 727 -133  -108
41 |l 16 05 17| -205 5.1 52 05 16 22 48 3.0

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

| Propertylncome [ 18591 I.If .10 -20 0

|_Equals: Total Personal Income [ 115814 26| 96 10 33 402 .27 147 -146 15 13 39 28]
u.s.Forecast |
75 -137 198

Prime Rate (%)% 3.5 3.3 33 3.3 3.3 3.3

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

C ompared to the previous quarter, the latest fore-
cast for five-year average annual growth in real

GDP in Mississippi is 0.8 percentage point less per 0% 26%
year. As seen in Figure 3, the state’s economy is pro- 2.5%

jected to grow an average of 0.3 percent annually from
2020 to 2024-half the rate from 2015 to 2019. The
average annual growth of real GDP in Mississippi from
2015 to 2019 was revised down to 0.6 percent from 1.0%
0.8 percent following downward revisions to real GDP 055 035
by BEA. Conversely, U.S. real GDP is expected to ex- - .
pand an average of 1.8 percent per year from 2020 to 0.0%

2024. This forecast represents an increase of 0.3 per-
centage point per year from the forecast of the previ-

Figure 3. Five-year average growthin real GDP
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As seen in Figure 4, the forecasts of average annual

employment growth over the next five years for both Figure 4. Five-year average growth in employment
Mississippi and the U.S. are lower compared to the 2.0%

1.7%
previous quarter. In Mississippi employment is project-

1.5%
ed to decrease an average of 0.6 percent per year

from 2020 to 2024, a reflection of the outsized decline 1.0% 07% 07%
expected in 2020. If realized this forecast represents a 0.5%

decrease in employment growth of |.3 percentage -

points per year compared to the previous five years. 0.0% -

U.S. employment is expected to grow 0.7 percent per -0.5%

year over the next five years, which, if realized, repre- Lo% -0.6%

sents a decrease of 1.0 percentage point per year com- 20152019 2020-2024*
pared to average annual growth from 2015 to 2019. = Mississippi = US.

ALTERNATIVE FORECASTS

I n its latest pessimistic alternative scenario, the firm IHS Markit estimates a 30 percent probability that the recovery
slows compared to its baseline forecast. The probability of this scenario is unchanged from the previous quarter. The
assumptions of this scenario include a surge of COVID-19 cases around the country that slows the process of “opening
up” the economies of a number of states. Moreover, this scenario assumes the increased level of COVID-19 cases leads
consumers to spend less in the fourth quarter of 2020, which leads to a slower start to growth in 2021. The change in
business fixed investment becomes negative in the fourth quarter of 2020 and the first quarter of 2021, a difference
from the increases expected in these same periods in the baseline forecast. Thus, the recovery endures a slower start
under this scenario. As a result the average annual growth in U.S. real GDP over the next five years under this scenario
is about 0.2 percentage point less per year compared to the baseline forecast. In this pessimistic scenario the Mississippi
economy contracts at an average rate of 0.5 percent per year over the next five years. Compared to the baseline fore-
cast the annual rate of change in the state’s real GDP from 2020 to 2024 is 0.1 percentage point lower-.

IHS Markit assumes a probability of 20 percent that the recovery speeds up under its optimistic scenario. This probabil-
ity is unchanged from the forecast of the previous quarter. This scenario assumes the number of new COVID-19 cases
declines at a faster rate compared to the baseline forecast. As a result state economies open up more quickly and fully,
and the recovery improves. Under this scenario U.S. real GDP grows at an average annual rate over the next five years
that is 0.2 percentage point higher compared to the baseline forecast. The Mississippi economy expands at an average
rate per year from 2020 to 2024 under this optimistic scenario that is essentially unchanged relative to the baseline
forecast.



