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U.S., MISSISSIPPI REAL GDP FORECASTS FOR 2021 WEAKEN

Real gross domestic product (GDP) for Mississippi is
projected to increase 3.9 percent in 2021, a decrease
of 2.7 percentage points from the forecast of the previous
quarter. If this forecast is realized the gain will represent
the largest annual increase in real GDP for the state since
the 4.3 percent increase in 2003. The downward revision
to the 2021 forecast stemmed from an expected decrease
in consumer spending in the third quarter of the year as a
result of a surge in COVID-19 cases due to the delta vari-
ant. Both of the forecasts for the change in wages and sal-
aries in the state and for the change in transfer payments
from the federal government were revised down as seen
in the third section of Table | on page 3, which reduced
the expected change in consumer spending. Supply chain
issues—particularly for new vehicles—that are anticipated to
persist through the end of the year also reduced the fore-
cast of the change in real GDP in 2021. In 2022 real GDP
for Mississippi is expected to expand by 0.4 percent, a
reduction of 1.5 percentage points from the forecast of
the previous quarter. Real GDP for the state is forecast to
grow 0.6 percent in 2023, which represents a decrease of
0.7 percentage point from the forecast of the previous
quarter.

0.4 percentage point. In 2022 payroll employment in the
state is projected to increase 0.6 percent, which reflects
an increase of 0.8 percentage point from the forecast of
the previous quarter. Total employment is expected to

grow 0.8 percent in 2023, an increase of 1.2 percentage
points from the previous quarter’s forecast.

Figure | below depicts the annual change in personal in-
come in Mississippi since 2016 along with the projected
change for 2021 according to the latest URC forecast.
Personal income is expected to grow 9.7 percent in 2021,
a decrease of 5.5 percentage points from the forecast of
the previous quarter. Nevertheless, if this forecast is real-
ized it will mark the largest annual increase in personal
income in the state since 1981. This increase is due pri-
marily to the wage growth anticipated in most sectors and
the expansion in transfer payments for the year, which as
noted previously are expected to be less than in the fore-
cast of the previous quarter. Personal income in the state
is projected to increase 2.8 percent in 2022, a decrease of
|.4 percentage points from the forecast of the previous
quarter. In 2023 personal income is expected to grow 4.2
percent, a decrease of 1.0 percentage point from the pre-
vious quarter’s forecast.

U.S. real GDP is projected to expand by 5.4 percent
in 2021 as seen in the fourth section of Table | on
page 3. This estimate represents a reduction of |.2
percentage points from the forecast of the third
quarter. The U.S. economy is expected to grow 4.3
percent in 2022, which reflects a decrease of 0.7
percentage point from the forecast of the previous
quarter. In 2023 U.S. real GDP is anticipated to ex-
pand by 2.8 percent, which reflects an increase of
0.7 percentage point from the previous quarter’s
forecast.
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The second section of Table | indicates payroll em-

ployment in Mississippi is forecast to increase 1.7
percent in 2021. Compared to the forecast of the
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previous quarter, this rate represents an increase of

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

s seen in the first section of Table | real GDP

for a majority of sectors in the Mississippi econ-
omy is forecast to increase in 2021. Output in the
Agriculture, Forestry, Fishing, and Hunting sector is 0%
forecast to expand 25.2 percent, the largest percent-
age increase among all sectors. This estimate is a de- | *%
crease of 7.2 percentage points from the forecast of
the third quarter. The Leisure and Hospitality sector
is expected to expand in output by 13.3 percent in 20%
2021, the next largest increase among all sectors in
the state, followed by Professional and Business Ser-
vices, which is forecast to expand in output by 9.3 “on
percent. Real GDP for the Mining and Oil and Gas
Extraction sector is forecast to contract 5.9 percent | -5
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Figure 2. Annual percent change in payroll employment, Mississippi
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in 2021, the largest decrease among all sectors in the
state. The next largest expected contraction in out-
put in 2021 is the 3.8 percent decrease forecast for Edu-
cational Services.

More sectors in the state are expected to contract in out-
put in 2022. The largest projected increase in real GDP
among all sectors is the 10.1 percent increase forecast for
Mining and Oil and Gas Extraction. Output in Educational
Services is forecast to expand 4.9 percent in 2022, the
next largest increase among all sectors. The largest de-
crease in output among all sectors is the 3.6 percent de-
cline expected in Leisure and Hospitality. Real GDP in
Wholesale and Retail Trade is projected to contract 2.8
percent in 2022, the second largest percentage decrease
among all sectors.

The expected changes in real GDP in 2023 across sectors
are similar to the forecast for 2022. The Information sec-
tor is expected to expand in output by 3.9 percent in
2023, the largest increase among all sectors. Output in
Finance, Insurance, and Real Estate is forecast to expand
2.8 percent, the next largest increase among all sectors.
As in 2022, the largest decrease in output is forecast for
the Leisure and Hospitality sector, which is expected to
contract by 2.9 percent. The next largest contraction in
real GDP among all sectors is the |.| percent decrease
forecast for the Mining and Oil and Gas Extraction sector.
Notably, Construction and Transportation and Uktilities
are forecast to contract in output each year from 2021
through 2023.

The annual change in payroll employment in Mississippi
since 2013 as well as URC’s forecasts for 2021, 2022, and
2023 are seen in Figure 2 above. In 2021 employment in
the state is projected to increase |.7 percent, which if
realized will equal the largest annual increase since 1999.
The second section of Table | lists the percentage chang-

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

es by sector. In 2021 most sectors in the state are ex-
pected to add jobs and the largest percentage increase in
employment among all sectors is the 7.8 percent increase
expected in Transportation and Utilities. The next largest
increase in employment among all sectors is expected in
Government, which is forecast to increase 6.6 percent.
The largest percentage decrease in employment in 2021
among all sectors is forecast for Mining and Oil and Gas
Extraction, which is projected to fall 2.7 percent. Other
sectors expected to lose jobs in 2021 are Information,
Other Services, and Finance, Insurance, and Real Estate.

Most sectors in the state are expected to add jobs in
2022, but at lower rates than in 2021. Employment in
Mining and Oil and Gas Extraction is expected to increase
4.3 percent in 2021, the largest gain among all sectors.
The next largest increase in employment is projected for
Transportation and Utilities, which is forecast to grow 3.7
percent. The largest percentage decrease in employment
among all sectors expected in 2022 is the 1.4 percent de-
crease forecast for Wholesale and Retail Trade. The only
other sectors expected to lose jobs for the year are Con-
struction and Leisure and Hospitality.

As in 2022, most sectors in Mississippi are forecast to add
jobs in 2023. The largest percentage increase in employ-
ment among all sectors is the 5.1 percent increase fore-
cast for the Leisure and Hospitality sector. Employment in
both Information and Professional and Business Services is
forecast to increase |.5 percent, the next largest increas-
es. The largest percentage decrease in employment ex-
pected among all sectors in the state in 2023 is the 2.4
percent decline forecast for Wholesale and Retail Trade.
The other sectors projected to lose jobs in 2023 are
Construction 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{2021Q3 2021Q4 2022QI 2022Q2 2022Q3 2022Q4 2023QI 2023Q2
pi Forecast

Gross State Product (millions of 2012 $ 99,667 -1.8 39 04 06 -1.1 1.8 -1.3 1.1 -0.2 1.0 0.4 1.0

| Mining and Oil and Gas Extraction | 1358 .92 59 100 -11| 290 289 83 14 30 31 .17 03

Government
Payroll Emp

| DurableGoods | 905 .66/ 15 09 13 34 21 25 .09 4l 74 Ol 24
| Information | 96 -0l -08 17 I5 74 69 .04 08 24 .12 38 37|

Professional and Business Services 106.2 -2.0 2.7 1.5 1.5 -5.3 1.5 1.8 3.7 1.5 4.0 3.3 -1.1
Leisure and Hospitali 1179 -135| 58 -09 5.1 26 47 -47 00 -23 109 7.5 44
39.1 35/ 09 08 03 40 06 26 4.1 2.8 39 .00 27

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

u.s.Forecast |
0.6 -26

Prime Rate (%)t 354  -03% 33 33 35 33 33 33 33 33 33 33 35
*Seasonally-adjusted. 1Projected 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

Figure 3 indicates real GDP for Mississippi is projected
to expand by an average of |.4 percent per year from
2021 to 2025. This estimate represents a reduction of 1.2
percentage points per year compared to the forecast of 2%
the third quarter. Compared to growth during the 2016 25%
to 2020 period, the forecast for real GDP growth in Mis- | ,

Figure 3. Five-year average growthin real GDP
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sissippi represents an increase of |.6 percentage points in 1.5% 1% 4%
output per year. Over the next five years real GDP for 1.0%
the U.S. is forecast to increase by an average of 3.8 per- 0.5%
cent per year. This rate of growth is unchanged from the 0.0% —
forecast of the previous quarter. The output of the U.S. 0.5% 0-2%
20162020 2021-2025*

economy is projected to grow an average of 2.7 percent-

age points more per year from 2021 to 2025 compared " Misissipp! 1S

to the previous five years. *Projected. Sources: Bureau of Economic Analysis and URC (forecast).
Annual payroll employment in Mississippi is expected to

increase 0.6 percentage point per year from 2021 to Figure 4. Five-year average growth in employment
2025 as seen in Figure 4. Compared to the forecast of 25%

the previous quarter this projection represents an in- 2.0%

20%
crease of 0.6 percentage point per year, and an increase

of 1.0 percentage point per year compared to the previ-
ous five years. Over the next five years U.S. payroll em-

1.5%

1.0% 0.6%

ployment is forecast to grow an average of 2.0 percent 0.5% % -

per year. Compared to the forecast of the previous quar- 0.0%

ter this estimate reflects a gain of 0.1 percentage point 05% ]

per year. U.S. employment is expected to grow 1.9 per- Lo 04%

centage points more per year from 2021 to 2025 com- 20162020 2021-2025*
pared to the previous five years. B Mississippi 8 US.

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

ALTERNATIVE FORECASTS

I n its latest pessimistic alternative scenario the firm IHS Markit estimates a 30 percent probability of a weaker recov-
ery relative to its baseline forecast. This probability is up 10 percentage points compared to the previous quarter.
Consumer spending is reduced under this scenario due to a surge in COVID-19 cases in the fall and winter. Consumers
limit so-called “socially dense” activities because of the increase in virus cases. The supply chain issues also worsen in
this scenario, leading to fewer available durable goods. The average growth in U.S. real GDP over the next five years in
this scenario is 0.2 percentage point less per year compared to the baseline forecast. The Mississippi economy essential-
ly is not impacted by this scenario over the course of the period, as the average annual growth rate in real GDP for the
state from 2021 to 2025 is the same as in the baseline forecast.

IHS Markit estimates a probability of 20 percent for its latest optimistic scenario, a decrease of 10 percentage points
from the previous quarter. Increases in vaccination rates and greater precautions again COVID-19 allow for more
growth in consumer spending under this scenario than in the baseline forecast, which leads to a faster recovery. The
Infrastructure Investment and Jobs Act, which in its forecasts IHS Markit assumes becomes law, results in more growth
in the later years of the outlook than in the baseline forecast. Productivity and consumer spending rise sooner in this
optimistic scenario compared to the baseline forecast, resulting in more growth. The average annual rate of U.S. real
GDP growth is 0.5 percentage point more per year from 2021 to 2025 under the optimistic scenario compared to the
baseline forecast. As with the pessimistic scenario, the Mississippi economy essentially is not impacted over the course
of the next five years by the optimistic scenario. The average annual growth rate in real GDP for the state under the
optimistic scenario from 2021 to 2025 is the same as in the baseline forecast.



