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The National Economic Estimating Conference met on November 13, 2020, and adopted the
control forecast containing relatively balanced upside and downside risks to the projected outcomes
happening. Both the near-term and long-term outlooks continue to show a path that is dramatically
weaker than forecasts made a year ago. This directly results from the Coronavirus outbreak, actions
to contain it, and the pandemic-induced economic contraction that followed.
The World Health Organization (WHO) reported the first Coronavirus case in China on
December 31, 2019. From there, the virus spread quickly around the globe. The Centers for Disease
Control and Prevention reported the first human-to-human transmission in the United States on
January 30, 2020, and characterized COVID-19 as a pandemic on March 11, 2020. Various
government emergency measures and stay-at-home orders to slow the spread, as well as voluntary
“social distancing” actions, precipitated a severe collapse in demand (a demand shock), while
substantial supply-chain disruptions related to interrupted or nonexistent means of transport, factory
closures and production slowdowns produced a supply shock. In June 2020, the National Bureau of
Economic Research (NBER) announced February 2020 as the peak in the current business cycle,
marking the end of the longest US economic expansion on record and putting the US economy in
recession territory. According to NBER, “…the unprecedented magnitude of the decline in
employment and production, and its broad reach across the entire economy, warrants the designation
of this episode as a recession, even if it turns out to be briefer than earlier contractions.” IHS Markit
believes that the trough of the initial recessionary response was reached in April, thus potentially
ending the shortest and deepest recession in US history.
Economic activity has rebounded from its April depths, but it continues to be constrained by
the successive waves of infection and the efforts to contain them. IHS Markit’s projected recovery
trajectory is shaped by the expected widespread availability of Coronavirus vaccines by the end of
the State’s 2020-21 fiscal year. In the IHS Markit baseline model, the GDP level has improved more
rapidly than IHS anticipated in the summer, but regaining the pre-pandemic levels still takes many
years. In terms of growth rates, the recovery in GDP resembles a radical or square root sign – meaning
a deep contraction followed by a quick upturn and then a plateau. The adopted Conference forecast
follows this pattern.
In March, Congress passed three major pieces of legislation that directly support the national
economy and individual states:
 The Coronavirus Preparedness and Response Supplemental Appropriations Act; Phase 1.
This legislation provided $8.3 billion in emergency funding for federal agencies to
respond to the Coronavirus outbreak. [Public Law No: 116-123; enacted 03/06/2020]
Florida benefitted from some of this funding for crisis response.
 The Families First Coronavirus Response Act; Phase 2. This legislation responded to the
COVID-19 outbreak by providing paid sick leave, tax credits, and free COVID-19 testing;
expanding food assistance and unemployment benefits; and increasing Medicaid funding.
[Public Law No: 116-127; enacted 03/18/2020] Florida benefitted financially from the
temporary 6.2 percentage-point increase in FMAP (the federal government increased its
matching rate, resulting in a lesser need for General Revenue).
 The Coronavirus Aid, Relief, and Economic Security [CARES] Act; Phase 3. This
legislation provided substantial federal government support ($2.2 trillion, the largesteconomic stimulus package in U.S. history) to individuals, businesses, hospitals, and
specific industries dealing with the COVID-19 pandemic and its associated economic
consequences. [Public Law No: 116-136; enacted 03/27/2020] This bill provided the
greatest direct budgetary relief to Florida.

A fourth stimulus bill was signed by the President in April. Referred to as an interim spending
bill, it provided an additional $484 billion for small businesses ($320 billion for PPP and $60 billion
in economic injury loans and grants), for hospitals ($75 billion) and for testing ($25 billion).
The above programs provided over $3 trillion of income support in the middle two quarters
of calendar 2020. Additionally, the US Treasury is backstopping Fed liquidity programs with credit
protection. The Federal Reserve had already responded aggressively with rate cuts to near zero, new
quantitative easing, massive liquidity programs and regulatory forbearance.
The adopted forecast incorporates the elements of the federal stimulus described above as an
important firewall against the economic cratering that would have otherwise occurred; however,
additional federal assistance beyond these measures is not assumed in the latest forecast. Nor do the
results rely on new infusions from states and local governments, since they will face new fiscal
restraints as they freeze or reduce spending on public services to react to falling revenues within
balanced-budget frameworks.
Many of the key economic variables
continue to be negatively affected by the
pandemic but have been upgraded since July.
Relative to the July 2020 forecast, the November
forecast has higher growth rates in the 2020-21
fiscal year for real GDP, housing starts,
consumer spending, corporate profits and gross
private domestic investment, as well as lower
unemployment rates. All major indicators show
a technical bounce back in growth rates in FY
2020-21, yet in levels, these indicators remain
lower than expected pre-pandemic. Only
housing starts are higher than expected in the
pre-pandemic forecast for FY 2020-21.
Following a 5.0% decline in the first
quarter of 2020, real GDP dived by 31.4% in the
second quarter as the US economy shut down to
limit the spread of coronavirus. In breathtaking
speed, GDP has now regained a record 33.4% in
the third quarter of 2020. Even so, the new
forecast reinforces the persistent loss of potential
GDP and a lowered standard-of-living as lasting
legacies of the pandemic. This is mainly the
result of a lower capital stock that follows a
significant cyclical decline in business fixed
investment, but it is also a result of a reduction in
the labor supply and less productive capital in
socially dense industries, such as leisure and
travel. However, after the current year, real GDP
grows between 2.2% and 3% annually to regain
the levels expected pre-pandemic at the end of
the forecast period.
The unemployment rate reached a cycle high of 13.0% in the final quarter of FY 2019-20.
Moving forward, the rate gradually drops to 3.7% by FY 2025-26 before reverting to full-employment
levels of around 4% by FY 2029-30, as those affected by the recession slowly return to jobs, find new
jobs, or retire early. In the face of cautious consumers in the near term, businesses will remain
reluctant to hire and invest. While some jobs were destroyed quickly and permanently, the creation

of alternative opportunities in an economy adjusting to new health risks will take time. The rate of
job loss reached 40% in the second quarter of 2020 from the first quarter of 2020 on an annualized
basis and only half of the lost jobs had returned by the third quarter of 2020. Employment declines
by 2.0% in FY 2020-21, rebounds by 3.7% in FY 2021-22, and slowly settles back to the growth rates
expected at the July 2020 and December 2019 conferences for the rest of the forecast horizon. The
US economy has fewer jobs than expected pre-pandemic for each fiscal year through FY 2024-25 as
jobs return to the pre-pandemic expected levels only thereafter.
Personal income grew by 34.2% at an annual rate in the second quarter of 2020, almost
entirely due to the federal enhanced and expanded unemployment benefits, stimulus checks to
individuals, and support to business incomes. Income then declined by 10.2% in the third quarter of
2020. After growing at a subdued 1.3% pace in the 2020-21 and 2021-22 fiscal years, personal income
is expected to grow at rates very similar to the July 2020 and December 2019 forecasts. Similarly,
real disposable income soared by 46.6% in the second quarter of 2020 from the prior quarter on an
annualized basis, but dropped by 16.3% in the third quarter of 2020, resulting in an expected 0.3%
decline in FY 2020-21. After another fiscal year of declines at 1.2% in 2021-22, real disposable
income resumes growth at a 2%-plus clip for the rest of the forecast. With personal income
outstripping outlays under lock-downs, the personal saving rate increased to a projected 25.7% in the
second quarter of 2020 but is expected to quickly drop to well less than half that rate by the end of
the current fiscal year and remain only moderately elevated over pre-COVID rates throughout the
remainder of the forecast.
Consumer spending plunged by 33.2% in the second quarter of 2020 over the prior quarter on
an annualized basis, leading to an overall 1.3% decline in FY 2019-20. Spending rebounded by 40.7%
in the third quarter of 2020, strongly contributing to an expected 1% growth rate for FY 2020-21.
Even though consumer spending grows at pre-pandemic rates starting in FY 2021-22, it does not
return to pre-pandemic levels at any time during the ten-year forecast horizon.
The national housing market has shown remarkable resiliency in the face of the pandemic, as
construction was generally deemed “essential” by governments and a number of consumers sought
to relocate to less densely populated areas. A 72.1% contraction to just over one million housing starts
occurred in the second quarter of 2020, but then starts shot back up to pre-pandemic levels in the third
quarter of 2020. Both starts and existing home sales were boosted by the record-low mortgage rates
in the near-term forecast.
The outlook for corporate profits has improved since July but remains bleak relative to the
December 2019 forecast. Book profits are expected to grow faster than expected in July in most fiscal
years but the levels never recover back to pre-pandemic levels. Economic corporate profits follow a
similar path.
Finally, the price of Brent crude oil plunged to $29.4/barrel in the second quarter of 2020 as
the global recession and price war between Saudi Arabia and Russia created an unprecedented surplus
of oil. As global growth rebounds and the OPEC+ countries continue to succeed in restricting
production, the price recovers to $52 in FY 2021-22 — the approximate level at which US drilling
and production stabilize.

