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U.S., MISSISSIPPI ECONOMIES EXPECTED TO ENTER RECESSION

I n 2022 real gross domestic product (GDP) for Mississip-
pi will increase 0.2 percent according to URC’s latest
forecast. This estimate represents a reduction of 0.5 per-
centage point from the forecast of the previous quarter.
The 2022 forecast for Mississippi reflects a labor market
in the state that has stalled since the first of the year. At
its meeting in September, the Federal Open Market Com-
mittee released the median forecasts of Federal Reserve
officials for the federal funds rate target. These latest me-
dian forecasts project the upper end of the range will
reach 4.5% by December and 4.75% in early 2023. Be-
cause these projections are higher than previous forecasts
assumed, demand is expected to weaken more. The fore-
cast for the Mississippi economy in 2023 is a contraction
of 0.4 percent. This projection represents a reduction of
I.1 percentage points from the forecast of the previous
quarter. The downgrade in the 2023 forecast for Missis-
sippi real GDP reflects a shift in prospects for the U.S.
economy, which is expected to enter a recession in the
fourth quarter of 2022. This relatively mild recession is
anticipated to persist for three quarters, concluding after
the second quarter of 2023. In 2024, real GDP for Missis-
sippi is projected to increase 0.8 percent, a decrease of
0.3 percentage point from the forecast of the previ-

The second section of Table | indicates payroll employ-
ment in Mississippi is expected to increase 1.8 percent in
2022. This rate represents a decrease of 0.3 percentage
point compared to the forecast of the previous quarter.
Employment in the state is projected to decrease 0.7 per-
cent in 2023, a decrease of 0.8 percentage point from the
estimate of the previous quarter. In 2023 URC forecasts
total employment in Mississippi will decline by 0.8 percent,
which represents a decrease of 0.4 percentage point from
the forecast of the previous quarter.

As seen in Figure | below, personal income in Mississippi
is projected to fall 0.3 percent in 2022. Compared to the
forecast of the previous quarter this rate represents a
decrease of 0.4 percentage point. Personal income is an-
ticipated to decline despite an expected increase in wages
and salaries in the state of 7.9 percent in 2022, as transfer
payments are forecast to fall 14.5 percent. In 2023 per-
sonal income in the state is projected to increase 3.3 per-
cent, a decrease of 0.7 percentage point from the forecast
of the previous quarter. The forecast of the change in per-
sonal income in Mississippi in 2024 is an increase of 4.0
percent, a slight increase of 0.] percentage point from the
forecast of the previous quarter.

ous quarter.

As seen in the fourth section of Table | on page 3, 7o

U.S. real GDP is forecast to increase |.7 percent in
2022. Compared to the forecast of the previous
quarter, this estimate represents an increase of 0.3
percentage points. This revision primarily reflects a
temporary surge in inventory investment and net
exports in the third quarter. In 2023 the U.S. econo-
my is projected to contract 0.5 percent as recession
takes hold. This forecast represents a decrease of
1.8 percentage points from the forecast of the previ-
ous quarter. U.S. real GDP is expected to expand
I.3 percent in 2024, a decrease of 0.6 percentage
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point from the previous quarter’s forecast.

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.

Follow the University Research Center on Twitter:
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SHORT-TERM FORECASTS

O utput is forecast to contract in a majority of
sectors of the Mississippi economy in 2022 as
seen in the first section of Table |. The largest per-
centage decrease among all sectors is the 18.0 per-
cent contraction projected in the Mining and Oil and
Gas Extraction sector; however, this sector is rela-
tively small in terms of output. Real GDP in the Con-
struction sector is forecast to contract 4.9 percent in
2022, the next largest decrease. The largest increase
in real GDP among all sectors in 2022 is forecast for
Information, as output in the sector is expected to
expand by 4.9 percent. This sector is also relatively
small, however. The Leisure and Hospitality sector is
projected to expand in output by 6.1 percent, the
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Figure 2. Annual percent change in payroll employment, Mississippi
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next largest increase among all sectors.

Less than half of the sectors in the state are expected to
expand in output in 2023. Construction is forecast to
contract in output by 3.9 percent in 2023, the largest de-
crease among all sectors. The next largest decrease is the
2.1 percent contraction projected for the Manufacturing
sector. Manufacturing was the largest sector in Mississippi
in terms of output in 2021. Real GDP in the Mining and
Oil and Gas Extraction sector is forecast to expand 2.7
percent in 2022, the largest increase among all sectors.

Most sectors in the state are projected to expand in out-
put in 2024. The Mining and Oil and Gas Extraction and
the Information sectors are both forecast to increase in
output by 3.8 percent in 2024, the largest percentage in-
creases among all sectors. Output in the Educational Ser-
vices sector is forecast to expand 2.4 percent, the next
largest increase in real GDP. Real GDP in Construction is
expected to contract 1.3 percent in 2024, the largest de-
crease in output among all sectors. Notably, Construction
and Government are the only sectors in Mississippi pro-
jected to decrease in output each year from 2022 through
2024. Real GDP in the Nondurable Goods Manufacturing
subsector is also forecast to contract in 2022, 2023, and
2024.

URC’s forecasts of the annual change in employment in
Mississippi for 2022, 2023, and 2024 along with the annual
changes since 2014 are depicted in Figure 2. The second
section of Table | lists the percentage changes by sector.
In 2022 almost all sectors in the state are expected to add
jobs. The Construction sector is forecast to increase in
employment by 6.3 percent, the largest percentage in-
crease among all sectors. Employment in the Educational
Services sector is projected to increase 5.2 percent, the
next largest increase. The only sectors in the state fore-
cast to lose jobs in 2022 are Other Services and Govern-

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

ment. Employment in these sectors is projected to de-
crease |.4 percent and 0.3 percent, respectively.

Employment in most sectors of the state is projected to
decrease In 2023. The Construction sector is forecast to
decrease in employment by 3.6 percent in 2023, the most
among all sectors in Mississippi. Employment in the Manu-
facturing sector is expected to fall 2.7 percent, the next
largest decrease. Employment in the Health Care and So-
cial Assistance sector is projected to increase 2.3 percent
in 2023, the largest increase among all sectors. Mining and
Oil and Gas Extraction employment is forecast to in-
crease |.8 percent, the next largest increase. The only
other sectors in the state projected to add jobs in 2023
are Leisure and Hospitality and Government.

In 2024 a smaller number of sectors in Mississippi are
forecast to lose jobs, despite the projection for a larger
decrease in total employment than in 2023. Employment
in the Manufacturing sector is expected to fall 3.4 percent,
the largest decrease among all sectors in the state.
Wholesale and Retail Trade employment is forecast to
decline 2.1 percent, the next largest decrease. Employ-
ment in both Construction and Professional and Business
Services is projected to fall 2.0 percent, the next largest
decreases. Mining and Oil and Gas Extraction employment
is forecast to grow 2.3 percent, the largest increase
among all sectors. Employment in Health Care and Social
Assistance is projected to grow 1.8 percent, the next larg-
est increase among all sectors. The increases in employ-
ment forecast for all other sectors in 2024 are less than
1.0 percent. Notably, Mining and Oil and Gas Extraction
and Health Care and Social Assistance are the only two
sectors forecast to add jobs each year from 2022 through
2024.




Page 3

FALL 2022

TABLE 1. BASELINE MISSISSIPPI AND U.S. FORECASTS

2021 Percent] Annual Forecasts Annualized Quarterly Forecasts

Value Change| 2022 2023 2024/2022Q3 2022Q4 2023QI 2023Q2 2023Q3 2023Q4 2024Q| 2024Q2
pi Forecast

Gross State Product (millions of 2012 $ 104,353 3.8 02 -04 08 0.5 -0.8 -1.2 -0.3 0.3 0.8 0.8 1.1

Government 16,554
Payroll Emp

| Information | 96 05 Il -09 04 6l 48 .19 05 09 40  II 34

Professional and Business Services 114.8 6.7, 08 -22 -20
Leisure and Hospitali 126.2 6.9 4.9 08 -0.8
38.9 14| -14 07 o5  -LI 00 -10  -l1 -0l 038 0.4 Il

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

-742 288 26 274 238 218
u.s. Forecast
4.6 45 1.8 2.3 37 36 48 42

Prime Rate (%)1 3.25 -0.31 1.6 29 -05 6.7 74 78 7.8 7.8 7.8
*Seasonally-adjusted. tProjected rates. $Percentage point change. Sources: U.S. Bureau of Labor Statistics, U.S. Bureau of Economic Analysis, and URC (forecasts).




Page 4

MISSISSIPPI ECONOMIC OUTLOOK

FIVE-YEAR FORECASTS

Figure 3 indicates the Mississippi economy is forecast to
expand by an average of 0.6 percent per year from

2022 through 2026. Compared to the forecast of the pre- | *** -
vious quarter this estimate represents a decrease of 0.5 0%

percentage point per year. U.S. real GDP is projected to
increase by 1.3 percent per year over the next five years. 1.5% I.3%
Compared to the forecast of the previous quarter this rate 0%

of growth represents a decrease of 0.6 percentage point ' 0.6% 0.6%

per year. The average annual increase in U.S. real GDP 0.5%

forecast from 2022 through 2026 represents a decrease of . .

0.8 percentage point per year compared to the previous 0.0%

five years, while the forecast for Mississippi real GDP is
unchanged from the previous five years.

Figure 3. Five-year average growthin real GDP

2017-2021 2022-2026*

B Mississippi ™ U.S.

*Projected. Sources: Bureau of Economic Analysis and URC (forecast).

Annual payroll employment in Mississippi is expected to

grow 0.1 percent per year from 2022 to 2026 as seen in

Figure 4. This projection represents a decrease of 0.3 per-
centage point per year compared to the forecast of the

previous quarter. Nevertheless, the forecast for employ- 0.8%
ment growth in Mississippi from 2022 to 2026 represents 0.6%
an increase of 0.3 percentage point per year compared to | g%
the previous five years. Over the next five years U.S. pay-

Figure 4. Five-year average growth in employment
1.0% 0.9%
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roll employment is expected to increase by an average of ) ]
0.9 percent per year. Compared to the forecast of the 0% e
previous quarter this estimate represents a decrease of 0.3 | % -0.2%
percentage point per year. From 2022 to 2026 U.S. em- -04%
20172021 2022-2026*

ployment is expected to increase 0.7 percentage points

more per year compared to the previous five years.  Mississippi = US.

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

For its latest pessimistic alternative scenario the firm IHS Markit estimates a probability of 30 percent. Notably, the
probability of the baseline scenario is 55 percent, up 5 percentage points from the previous quarter. Relative to the
baseline forecast the pessimistic scenario represents weaker consumer spending and real GDP growth. Under this sce-
nario the Russia-Ukraine conflict lasts longer, which results in higher prices for energy, commodities, and grains. Higher
commaodity prices in turn lead to slower global growth and supply chain disruptions likely take longer to resolve. Under
this scenario U.S. real GDP contracts |.5 percent in 2023, a full percentage point more than in the baseline forecast.
Compared to the baseline forecast U.S. real GDP increases by 0.3 percentage point less per year over the next five
years under this scenario. Real GDP for Mississippi expands by an average of approximately 0.6 percent per year from
2022 through 2026 under this scenario, essentially the same as under the baseline forecast.

The probability of the latest optimistic scenario from IHS Markit is estimated at 15 percent, an increase of 10 percent-
age points from the previous quarter. Consumer spending and productivity are stronger under this scenario than in the
baseline forecast. This scenario assumes that the Infrastructure Investment and Jobs Act stimulates more economic ac-
tivity by businesses and consumers than under the baseline forecast. In addition, the optimistic scenario assumes a reso-
lution to the Russia-Ukraine conflict is achieved more quickly, which leads to lower energy prices. Under this scenario
U.S. real GDP expands at an average annual rate that is 0.2 percentage points more per year from 2022 to 2026 than in
the baseline forecast. Under the optimistic scenario real GDP for Mississippi expands at an average annual rate over the
next five years that is essentially the same as in the baseline forecast.



