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Some highlights from RSQE’s most recent Michigan forecast, released on August 31, 2022:

Michigan added only 7,100 jobs in the second
quarter as April and May showed puzzling job
losses. Thankfully, June and July brought better
news, leading us to pencil in 30,800 job gains in
the third quarter. We are forecasting the pace of
quarterly job gains to dip to 6,600 by the end of
next year as the national economy enters a stall.
Job growth then inches up to an average of
10,800 jobs per quarter in 2024. We project Michigan to recover to its pre-pandemic employment
level in the first quarter of 2024.
Michigan’s blue-collar industries likely hold the
key to whether the state can continue to grow
over the next year and a half. The construction
and manufacturing sectors, in particular, have
historically been sensitive to rising interest rate
environments such as today’s. We are hoping
that backlogs of demand in those industries will
cushion employment through the Fed’s tightening
cycle.
We nonetheless expect the state’s unemployment rate to rise from 4.0 at the end of this year
to 4.6 percent in early 2024 before edging back
down as the Fed takes its foot off the brakes.

State personal income fell 8.2 percent from the
first to the fourth quarters of 2021 as pandemic
stimulus waned. Still, we estimate that state personal income currently stands 11.7 percent
above its pre-pandemic level from the fourth
quarter of 2019. On a fourth-quarter-to-fourthquarter basis, we forecast personal income to
grow by 4.2 percent this year, 5.0 percent next
year, and 4.1 percent during 2024.
Unfortunately, we expect local annual inflation to
register 8.4 percent this year, which would be the
fastest since 1981. We forecast local inflation to
slow to 4.4 percent next year before finishing our
forecast at 2.3 percent in 2024. We expect the
Fed to succeed in taming inflation eventually; the
bigger questions in our mind are the timeframe
and the slowdown in real growth that will be required.
We estimate that real disposable income in Michigan stood 3.0 percent lower in the second quarter of 2022 than it was in the fourth quarter of
2019. State real disposable income rises to only
1.5 percent higher than the pre-pandemic level by
the fourth quarter of 2024.

“The Michigan Model”

