COVID-19 Market Demand Analysis and Forecast 3.0 for Utah Manufacturers

About this Study
This research was conducted under funding from the Coronavirus Aid, Relief, and Economic Security
Act (CARES Act) to help Utah manufacturers understand factors affecting the underlying demand
for products in the post-COVID-19 recovery period. The study is ongoing and will be updated
approximately every quarter until recovery. Utah-MEP Alliance has also developed and continues to
enhance a dashboard that provides Utah manufacturers with updated metrics.
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thrive.
In 2020, the Utah-MEP Alliance (Utah-MEP) was formed to help Utah manufacturers succeed like
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in Utah combined with university resources, government relationships, and economic development
partnerships to provide excellence in training, consulting, and customer service. This approach helps
Utah-MEP reduce business’s costs, improve productivity, and increase capacity. Partners include World
Trade Center Utah, the University of Utah’s MEP Center, UAMMI, Impact Utah, Utah State University
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Limitations
This study was conducted on behalf of the Utah-MEP Alliance by UAMMI. Economic factors stemming
from COVID-19 continue to be highly volatile which makes it a challenging time to provide economic
forecasts. Both implicit and explicit assumptions that underlie the analysis presented here are based
on the expert opinions of the authors. Should any of these assumptions change or prove to be false,
the conclusions of this study may be significantly affected. This study is not intended to be used for
financial investment decisions and any such decisions are taken at the sole risk of the party making
the decisions.
Questions related to this study should be directed to:
Dr. Tulinda Larsen
Executive Director, UAMMI
tlarsen@UAMMI.com
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Executive Summary
In our first update to Using Market Demand to Manage Production Levels, we stated that Utah’s
manufacturers were positioned to have more favorable outcomes that originally forecast. Now,
following the availability of Utah-specific 2020 data for Utah manufacturing sales, we can confirm that
those favorable outcomes did occur. Although sales still were below 2019 levels, they came within two
tenths of a percent of that threshold, at $55.8 billion.
That resiliency sets the stage for Utah to be able to enter a true growth stage within the forecast
period. Version 3.0 of Using Market Demand to Manage Production Levels projects higher GDP
demand in 2022 than in the previous forecast with continued strength in subsequent years.
Among the factors leading to this better-than-predicted outcome were the effects of federal economic
stimulus in conjunction with the wide availability of effective vaccines and Utah’s combined public
health and economic focus in responding to the crisis. Initiated by the Utah Leads Together effort and
continued via Governor Spencer Cox’s One Utah Roadmap, Utah manufacturers were able to operate
in a supportive, efficient, and safe environment. Utah’s strong fiscal position prior to the pandemic
provided a strong basis from which to make this happen. The state retains many positive economic
trends, most notably its exceptionally low unemployment rate, currently at just 2.2 percent.
While the news is better than expected, challenges remain that must be overcome to ensure Utah has
a quick reset to a period of full economic growth. The most significant of these is the response to the
supply chain disruptions. In our previous forecast, we referred to these as temporary and somewhat
isolated to specific industries. The nature of pandemic response and various corporate decisions made
this a much larger problem than originally foreseen. Most experts agree that it will be at least twelve
months before The Great Supply Chain Disruption is overcome. A keen focus by Utah manufacturers in
addressing their individual supply chain networks and inventory strategies will have the greatest effect
on prospects for sales growth in 2025.
Concerns about the nature of recurring waves of the COVID-19 virus, and mutations thereof, remain
and contribute to certain pessimistic components of our forecast. Nevertheless, we believe that the
nation now has a better understanding of which responses to outbreaks work and can take advantage
of higher vaccination rates to manage responses that avoid significant lockdowns. We believe it is still
too early --- primarily because of the supply chain issue – which industries have permanently changed
because of the pandemic, but Utah industry appears to have adopted a nimble stance to be able
to respond to such changes. Our continued periodic updates to Using Market Demand to Manage
Production Levels will aim to provide updated guidance through the remainder of the recovery period.
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The Market Demand Outlook
Using Market Demand to Manage Production Levels: COVID-19 Market Demand Analysis and Forecast
3.0 for Utah Manufacturers 2021-2025 research was conducted under funding from the Coronavirus
Aid, Relief, and Economic Security Act (CARES Act) to help Utah manufacturers understand factors
that affect the underlying demand for products in the post-COVID-19 recovery period. Initial analysis
for Version 1.0 was conducted from June through September 2020 and analysis for Version 2.0 was
gathered from December 2020 through March 2021, while this update contains new information
gathered between April and mid-December 2021. The longer information gathering period was
needed to incorporate updated sales and forecast data that was issued later in 2021 than in the
previous year.
The effects of COVID-19, including the lingering supply chain disruptions, have demonstrated an
impact on end user’s behavior, which in turn affects the market demand for Utah manufactured
products in both the short- and long-term. As manufacturers continue to work through the recovery
stage and experience a return to growth, it will be essential to understand which pre-COVID-19
patterns will return and which ones have permanently changed. The new market demand will
determine how Utah manufacturers continue to scale production. Certain end users, such as those in
the health care industry, are maintaining increased demand over pre-COVID-19 levels. Others, such as
automotive, are likely to continue to experience challenges related to supply chain disruption before
returning to pre-COVID-19 levels.

Methodology
Evidence-based research, using literature searches and analysis of certain economic datasets, was
used to develop an understanding of the macro market demand factors that impact manufacturing in
the United States and the demand factors for specific industries where Utah manufacturers provide
products. The data for Utah manufacturers was gathered by using the North American Industry
Classification System (NAICS) codes.
The analysis and forecast are for the period 2021 through 2025. This is the second periodic update to
the initial forecast. Updates will continue to be issued periodically based on available data.
Two Kem C. Gardner studies set the foundation and starting point for the overall analysis. The first is
the Utah Leads Together series of reports to help Utah businesses reactivate operations in response to
the effects of COVID-19. The second is the study commissioned by the Governor’s Office of Economic
Development released in May 2020, The Economic Impacts of Utah Manufacturing Industry, 2018.
Both reports were fully discussed in Version 1.0.
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Underlying Macro Economic Factors
In conducting this research, certain key macroeconomic factors were considered, including Gross
Domestic Product (GDP) and historic trends.

No Double-Dip Recession, But a Cautious Recovery
The recession in the first half of 2020 did not return
even with subsequent waves of COVID-19 that
erupted throughout the United States and challenges
to the supply chain. Third quarter real GDP rose
just 2.1 % in the third quarter of 2021, following an
increase of 6.7% in the preceding quarter. The more
muted economic performance, according to the U.S.
Bureau of Economic Analysis, reflected both the
resurgence of the virus and its Delta variant in some
parts of the country (which delayed reopening of
some establishments) and the decrease of various
government assistance programs that had been
introduced earlier in the pandemic. These factors led
to an overall decrease in consumer spending in the
third quarter.

Figure 1- Real Change in GDP

The good news is that the U.S. managed to avoid a double-dip recession. We noted in our previous
report that at the beginning of 2021 there was still nervousness surrounding the recovery in various
industries, such as travel and tourism. By the third quarter, it was evident that the re-opening of many
businesses and tourist attractions helped encourage leisure activities such as dining out and travel, in
the third quarter. Yet our previous report also noted that almost all industry sectors were grappling
with their dependency on narrow supply chains and finding ways to adjust. This has become the main
challenge to full recovery in some sectors, which we will examine further.
As in the previous versions of this report, Version 3.0 maintains the use of terms such as recovery,
reset, and rebound to refer to various stages of overall economic improvements from the lows of the
pandemic. We continue to align our forecast phases with the concepts of Recovery and Revitalization
contained in the Utah Leads Together plan.
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Long COVID, the Economic Symptom
The term long COVID has been applied to those unfortunate people – almost 25% of people who
contracted the virus – who suffer long-lasting symptoms ranging from partial memory loss to high
blood pressure to loss of taste and smell.1 If there is an economic long COVID parallel, it is supply
chain disruption. While certainly not as detrimental to individuals’ quality of life as the physical
symptoms, supply chain disruption has affected almost every U.S. consumer and certainly every
business. Despite the flexibility and innovation firms have deployed to overcome supply chain
disruptions, the nature of the phenomenon makes it unlikely they will be fully overcome before 2023.
The supply chain issue is vexing to manufacturers because, while such a disruption was an
understandable consequence of worldwide factory and port closures where large numbers of workers
were contracting the virus, there was an expectation that any backlog would be temporary (perhaps
three to four weeks) and normal shipping routines re-established quickly. Several factors specifically
related to the virus and efforts to combat it medically and economically nonetheless exacerbated the
situation.
The New York Times has detailed the factors that have contributed to what is being called the Great
Supply Disruption which we summarize here.2 First, as part of pandemic response, production of
Personal Protective Equipment (PPE) was ramped up significantly and shipped to numerous parts of
the globe. Normally, global cargo shipments are arranged such that containers shipped to a country
with certain goods are unloaded then loaded with goods from that country for return voyages. In
the pandemic, however, the number of incoming containers exceeded normal container demand,
resulting in a stockpiling of containers at ports where they were not needed. Ships that were unable
to dock because their crews had virus outbreaks or were awaiting port openings also essentially had
their container inventory unavailable for new shipments. Meanwhile, when factories in China began to
reopen, they not only had to catch up with normal backlog, but they also had to deal with increased
demand for personal electronics. This was driven by the fact many consumers – now working from
home and unable to enjoy many leisure activities – decided to upgrade their home electronic and
entertainment systems, helped in part by economic stimulus payments. As the factories put out even
more product, ports became even more backed up. With these major challenges already affecting
the supply chain, the situation has been made worse by various localized challenges. These include
the shortage of truck drivers in the United States to move freight from the ports and the shutdown of
the Suez Canal for several days after a container ship became stuck. Shipping costs for containerized
freight are up three to four times 2020 levels. Break-bulk (non-containerized) prices are up even more
(5x and above) as break-bulk ships have been re-purposed to try to relieve the container backlog.
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The problem has been particularly noticeable in the computer chip industry with perhaps the greatest
impact on automobile production. The reason why chips suffered such major disruptions is threefold:
1) the aforementioned increase in consumer electronics demand; 2) the fact most electronics and
chips travel through a limited number of ports (China’s Yantian port handles 90% of the world’s
electronic shipments); and 3) massive cancellation of chip orders by automotive firms at the start of
the pandemic when it was believed auto demand would be depressed significantly. Because of this
shortage, auto manufacturers who had hoped to ramp up production instead had to curtail it. In the
third quarter, Toyota announced it would cut global production by 40%, Nissan announced it would
make a half million fewer vehicles this year and General Motors was forced to interrupt some pickup
production, all because of the chip shortage.3 4 This has a knock-on effect for producers of other
automotive components thus affecting Utah’s auto parts manufacturers.
Many observers have long felt that the global supply chain was susceptible to the very type of
disruption that the pandemic has created. Not only is the supply chain dependent on too few centers
of production and distribution (i.e., major ports), the predominant Just-In-Time (JIT) manufacturing
method (long a cornerstone of Toyota’s system) creates a more fragile supply chain. The main
advantage of JIT – a system in which parts are produced and arrive for assembly at the time they
are needed to meet demand – is lower warehousing and inventory carrying costs. For it to work, of
course, transportation systems must be reliable and sufficient backup suppliers or production be
available if any piece of the supply network becomes unavailable. When a global shutdown takes
place, JIT is no worse than a system that relies on heavy warehousing. Now that supply channels are
open but operating spasmodically, however, JIT is proving to be difficult. Even as some firms try to
modify their systems in response and try to warehouse more supplies and final products, they are
having trouble finding warehousing space – too many firms are trying to do the same thing.
Concerns about new variants of COVID-19 remain, but it is most likely The Great Supply Chain
Disruption that will have the greatest effect on GDP in the fourth quarter and on the ability of Utah
manufacturers to meet demand over the course of 2022.

Comparison with Version 2.0
Our forecasts have considered four phases of recovery to growth beyond 2019 levels, with Low,
Expected and High scenarios for Gross Domestic Product (GDP) performance (the GDP scenarios are
fully discussed beginning on page 15). The recovery phases are:
• Phase 0: Containment Urgent and Stabilization – Identification of the virus problem and immediate response actions such a lockdowns and mask mandates to counter the virus’s spread. These
actions started with the economic shutdown that began in Utah on March 16, 2020, with the
Urgent Phase defined by Utah Leads Together.
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• Phase 1: Recovery – Marked by a drop in economic free fall and appearance of consistent positive metrics, not just in GDP growth, but in areas such as job gains. Phase 1: Recovery is a period
that no longer has widespread extraordinary measures. Although supply chain and other minor
disruptions may remain, economic activity is resuming with some fits and starts rather than a
clear and continuous upward trajectory.
• Phase 2: Reset – A testing economy takes hold where there is enough identification of positive
individuals that reasonable isolation can take place in a manner that allows business and manufacturing lines to operate. The economy expands widely, though does not yet return to preCOVID levels.
• Phase 3: Growth – The virus is mostly addressed via vaccine and potential long-term immunity,
and continued monitoring is well incorporated into the public health system. Growth in GDP and
other economic metrics surpass pre-pandemic levels.
In Version 2.0 of our forecast, we had noted that the containment period had extended into the
fourth quarter due to the prevalence of a second wave of the virus. Nevertheless, we saw recovery as
imminent and a growth phase commencing in 2023 across all scenarios.

Figure 2- Forecast Phases from Version 2.0

Actual results in several economic categories since the last forecast exceeded even our high forecast
scenario. Most notable was the very quick return to pre-COVID levels in the first quarter of 2021. That
return in and of itself could not signal an entry into a growth phase – that required the continued
growth numbers that were experienced in the second and third quarters. Yet, it is important to
reiterate that GDP growth alone is not sufficient to suggest that we are back to what this forecast
considers a growth stage – several important metrics continue to be below a threshold where the full
potential for secure economic growth can yet be claimed for Utah manufacturers. COVID-19 case rates
are well above desired levels and consumer confidence is low – reflecting concerns over inflation that
are reflective of supply chain disruption.
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Instead, we believe that the economy is likely to have just begun Phase 2. the reset to a new normal,
and part of that reset is a restructuring of supply chains and, in many industries, a move away from
JIT, at least temporarily. Lean manufacturing will continue to use JIT practices where supply chain
risks are low, but it will no longer play as large a role. Identification of new supply chains – whether
internally or through a network of suppliers – will take time. Furthermore, companies in defenserelated industries are being pushed to increase U.S. content. While this effort will result in enhanced
U.S. supply chains, there will be competition for limited domestic shipping resources as the supply
chain adjusts. All of this is taking place as inflation is beginning to threaten consumer confidence and
in an environment of continued concern about future outbreaks of the virus and new variants. Just as
this report was being finalized, the Omicron variant had led the U.S. to introduce new restrictions on
travelers from nations across sub-Saharan Africa.
If most industries
can adapt to these
changes quickly
and the U.S. (and
the world) continue
to streamline
identification of
testing for new
variants, then it is
possible we will
enter Phase 3.0:
Growth sometime
Figure 3- Forecast Phases Version 3.0
in the second half of 2022. Yet if significant challenges to this adjustment appear, then we would not
anticipate the Growth phase to reappear until mid-2023. The President’s Build Back Better legislation
may have some effect on GDP later in the forecast period, but does not immediately affect the outlook
of the Phase 2 and Phase 3 portions of response to the pandemic.
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Our outlook for Utah’s major manufacturing sectors reflects these changes and is as follows:

Figure 4- Outlook for Utah Manufacturers by Sector

Recovery began in Utah at a quick pace, but subsequent waves of the virus have proved challenging.
Currently, the state is experiencing very high case incidence (defined as more than 200 cases per
100,000 population) in all but four counties with 15% positivity consistent over the past two months.5
By mid-November this had led to an Intensive Care Unit (ICU) occupancy rate in the state of 96%,
prompting Governor Spencer Cox to urge COVID-19 vaccine providers to provide booster shots to all
those over 18 years of age who request one.6 ICU occupancy had fallen below 50% by early December,
but is still well above target levels.7 Among those Utahns 12 and older, 69% have been fully vaccinated
which is close to the national average of 70%.
Each version of our Market Demand Analysis includes a scorecard of key economic factors with a
comparison between Utah and the nation. Not all factors are updated at the same frequency as the
issuance of the report, as indicated in the chart. It is important to note the Utah’s Department of
Workforce Services provides a two-year comparison in employment statistics which mitigates the high
volatility experienced during the pandemic. As Utah already enjoyed strong employment numbers
pre-pandemic, the 3.7% increase from October 2019 to October 2021 is impressive and contrasts
strongly with decreased employment nationwide over the same timeframe. Real consumer spending
is also an area where Utah saw an increase over 2020 while there was a decrease on the national
level. Utahns should not be concerned the state’s exports are below the double-digit figures of the
country as a whole; Utah’s increase is significant, and it had enjoyed moderate export growth during
the pandemic even though the nation had a double-digit decline in exports. The recent strong export
increase for the U.S. reflects the fact it is recovering from that sharp fall-off.
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Figure 5- Select Economic Data for the United States and Utah

Updated Demand Forecast for Utah Manufacturing Industry
Versions 1.0 and 2.0 of our forecast used 2019 manufacturing industry sales data compiled by the National Institute of Standards (NIST) Manufacturing Extension Partnership. The 2020 update was made
available earlier this year and forms the basis for this Version 3.0. Our first two forecasts estimated
Utah’s manufacturing industry sales would total $54.2 billion in 2020. The NIST data shows a result
that is 2.9% higher than our estimation, at $55.8 billion. Although still below 2019 performance of
$56.2 billion, the fact sales were higher than expected is largely due to the recession lasted less time
than expected and thus entered the reset phase more quickly than anticipated.

Figure 6- Utah Manufacturers Products by Sales 2020
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Manufacturing sales have become slightly less concentrated mostly due to sales declines among the
top five product categories. These accounted for 33.1% of all Utah manufacturing sales in 2019, but
only 31.3% in 2020. Similarly, the top 20 product categories accounted for 55.8% of the state’s manufacturing sales in 2019 but dropped to 53.8% in 2020. There were few major shifts in ranking between
the two years with the notable exceptions of Guided Missile and Space Vehicle Propulsion Unit and
Parts (not to be confused with the vehicles themselves, now among the top twenty), which fell 42.9%
from 8th to 21st overall and Iron and Steel Mills and Ferroalloy Manufacturing which dropped 23.4%
from 12th to 18th overall. The former market is highly susceptible to program demand while the Iron
and Steel Mills faced sudden declines in certain orders, including automotive. Semiconductors and
Related Device Manufacturing fell out of the 20th spot to 27th in 2020 but the sales decline was a
somewhat moderate 12.1%. Orders for chips had stopped abruptly at the height of the pandemic, but
it is expected this category will show strong improvement for 2021.

GDP Scenarios
The recession of the first half of 2020 has not repeated. Instead, the U.S. has enjoyed a full twelve
months of continued economic growth.

Figure 7- Real Change in GDP

GDP in the first two quarters of 2021 increased at 6.3% and 6.7% respectively over the previous
quarters. The third quarter remained positive, at 2.1%, with the more moderate performance
reflecting the end of various COVID-19 assistance programs and concerns about inflation.
For our updated GDP forecast, we maintain three scenarios: low, expected, and high. Our assumptions
for each are based in part on methodology from the Conference Board as explained in its March 10,
2021, forecast for the U.S. economy.8 None of these scenarios incorporate potential effects of the
President’s Build Back Better legislation. We do anticipate inclusion of those in future updates as more
specifics become available. The Conference Board notes that the measure would pose an upside risk
to both economic growth and inflation.9
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Figure 8- Forecast Scenarios

Low Forecast Case
Unlike our previous forecasts in which the low forecast scenario was mainly a result of recurring
waves of COVID-19, Version 3.0 assumes that the primary driver of a lower-than-expected result
would derive from continued incapacity of the supply chain. High prices for consumer electronics and
automobiles are key components of the recent rise in inflation and would continue to spread through
other industries. While a major new wave of the virus could also generate a low forecast scenario,
this seems less likely to occur given vaccine rollout and uptake. In any event, the low forecast does
not envision a recession over the forecast period, merely relatively weaker GDP growth. The low case
assumes 2021 annual GDP growth of 5.5%, 3.5% for 2022, 1.5% for 2023, and a fall to 1.1% in 2024
before rising slightly again in 2025 by 1.4%.

Expected Forecast Case
The expected is the case that reflects a fifty/fifty chance of results at a higher or lower level. It is
our belief that the supply chain issue will be addressed adequately to enable the levels of growth
envisioned for this scenario. This does not mean that all current supply chain issues disappear
within the next year – we do not believe that will be the case – but that most industries are able
to re-arrange their supply chains to a sufficient extent to meet demand. Intermittent outbreaks of
COVID-19, particularly new variants, will continue to disrupt certain supply chains, but firms will not
be caught off guard and will be able to pivot resources. Vaccines have shown that they help reduce
the severity and duration of the virus thereby limiting the need for large-scale shutdowns of ports
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and businesses. The expected case also assumes a moderate rise in interest rates to offset inflationary
concerns and enabling the continued vibrancy of consumer spending. In the expected forecast case,
annual GDP growth for 2021 will be 6.0%, followed by 4.1% in 2022 and tapering off to 2.4%, 1.7%,
and 1.3% over the remaining years of the forecast period.

High Forecast Case
This case represents our most optimistic assumptions for the economy, resulting from a combination
of several positive factors. In this case, supply chain resiliency is at its strongest, with virtually no
disruptions especially for the most critical demand markets. That eventuality would ease inflationary
pressures and reestablish strong consumer confidence. Vaccine uptake would begin to reach levels
that begin to establish herd immunity and virus-related shutdowns become very isolated and
infrequent. This would set the stage for strong economic performance, and, importantly, business
investment, even in later stages of the forecast period. For the high forecast, GDP would grow by 6.7%
in 2021, 5% in 2022, 2.9% in 2023, 2.4% in 2024 and a more moderate, but buoyant 2.0% in 2025.

Utah Manufacturers Demand Forecast
The Version 3.0 GDP
forecast demonstrates
a return to more
divergence among
the three scenarios,
particularly with regard
to the high case and the
stronger GDP growth it
would engender even
in the later years of the
forecast. That is the
scenario in which supply
chain issues are more
highly mitigated than in
the low and expected
cases. With GDP once
again above 2019 levels,
the focus can be on when
Figure 9- GDP Scenarios
the economy is 10% above 2019. In our previous forecast, the expected case assumed that would
occur in 2024. It is now reasonable to estimate this will happen in 2023, but the low forecast would
indeed have the economy fall short of that threshold even by 2025.
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Utah Economic Activity
Strong economies are better positioned to perform well in a crisis. At the start of the pandemic,
Utah’s fiscal status was identified as one of the best in the nation and thus considered likely to remain
economically vital during the pandemic. That has proven to be true. The state’s unemployment rate
is the envy of most of the country. At 2.2%, it is surpassed only by Nebraska at 1.9%.10 Again using a
two-year comparison to avoid the volatility in employment figures during the pandemic, job growth
in Utah in October 2021 was up 3.7% versus October 2019. For manufacturing in the state, job growth
was up 5.7% over the same period, while construction was the leading sector, up 9.5%.11
Attracting more employees to Utah is posing a challenge. Not only is the job market tight in industries
nationwide, but sufficient affordable housing stock in Utah is limited. The Kem C. Gardner Institute
detailed the issue in its State of the State Housing Market report in October. It noted that 72.8% of
renter households could not afford a median priced home in Utah in 2020, well above the already high
figure of 63.1% in 2019. The report noted that because 30% of construction materials are imported
from China, supply chain issues and a labor shortage drove the cost of construction much higher in
2020 – and has continued into 2021. At the same time, low interest rates drove demand for home
ownership, further driving up prices. The 28.3% second quarter 2021 housing price increase is higher
than previous spikes in Utah and was the second highest among all states.12 The situation should
improve as supply chains are rebuilt and if there is a rise in interest rates, but the effects are unlikely
to be felt immediately. On a positive note, the Gardner Institute does not believe Utah is in the midst
of a housing bubble (which would be economically detrimental).13
The content of Utah’s Unified Response Scorecard, introduced in 2020 by then Governor Gary Herbert,
has changed slightly but continues to monitor both COVID-19 health and economic metrics. It now
includes vaccine uptake data, but no longer tracks the employment to population ratio nor job training
completions. Case rates and ICU utilization are higher than target, but the state is exceeding its
other health-related targets. Consumer confidence, which arguably an individual state has difficulty
affecting, is under target, but improving.

Figure 10- Utah Unified Response Scoreboard

19

COVID-19 Market Demand Analysis and Forecast 3.0 for Utah Manufacturers

In Version 2.0, we noted that along with continued focus on Utah’s response to the COVID-19
pandemic, Governor Spencer Cox and Lieutenant Governor Deidre Henderson had laid their
administration’s plans for its first 500 days in its One Utah Roadmap program. An update of the
Roadmap was released on October 20 of this year, which included some of the achievements thus
far.14 Notably, many of these include the response to COVID-19 such as the execution of a vaccine
strategy and the hiring and training of more health workers. Tasks remain in relation to COVID-19,
including risk stratification and overall analysis of the state’s COVID-19 response. This bodes well
for Utah’s ability to meet the potential future challenges the pandemic may present. The revised
Roadmap maintains a heavy focus on economic advancement with specific tasks set out. A notable
change in the Economic Advancement section of this updated version is that what was previously
titled “Strategic Industry Advancement” has been renamed “Strategic Advancement” but specifies as
a task the expansion of Utah’s P3 (Public Private Partnership) Facilitator to include promotion of target
industries.15
Air travel recovery has been strong and, as a hub for Delta Air Lines, Salt Lake City International Airport
(SLC) is performing well. For the first ten months of 2021, total passengers at the airport are up
38.8%.16 Cargo is flat at less than a 1% gain, but this follows very high cargo volume levels in 2020
when the airport was a key entry point for personal protective equipment. All the passenger gains
have been realized since April when Delta and other carriers began a wide resumption of service.
November traveler throughput in Utah was only 1.6% below the same month in 2019.17 This winter
will be the first one since the pandemic with sufficient flights to accommodate both holiday travel
and travelers to Utah’s ski resorts. Utah has 9% fewer seats on offer (at all airports) this December
as compared to December 2019.18 SLC remains a critical component for Utah manufacturers in
reconnecting to the global supply chain.

Economic Predictors
Quarterly GDP outlook and that for other key economic predictors that provide context on economic
conditions surrounding GDP are discussed below. For Utah manufacturers, some of these metrics may
be more relevant predictors of demand than GDP and could form part of a more nuanced industryspecific outlook. Following Version 2.0, we released our interactive database that incorporates some
of these metrics on a limited basis as they relate to industry-level sales. We are continuing to revise
the content and usability of this database to enable Utah manufacturers to customize forecasts to
their product lines.
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Conference Board Economic Outlook
The Conference Board has expanded the categories that it examines in evaluating the U.S. economy.
Previously covering five economic measures (Real GDP, Real Consumer Spending, Residential
Investment, Real Capital Spending, and Exports) it has eliminated Real Capital Spending and added
seven more (Real Disposable Income, Nonresidential Investment, Inventory Change, Total Government
Spending, Imports, Unemployment Rate, Personal Consumption Expenditures [PCE] Inflation, and Core
PCE Inflation). We provide an overview of these metrics following the table.

Figure 11- Conference Board Economic Outlook

GDP
Under the Conference Board’s assessment, the strongest quarterly GDP growth in the forecast period
is the current fourth quarter at 5.0%, followed by the second quarter of 2022 at 3.5%. This suggests
that some positive supply adjustment will take hold in the first half of 2022.

Real Disposable Income
This represents that amount of money available to households after taxes that is available for
spending or savings. This has declined over the previous two quarters following strong gains at the
beginning of the year. For 2002, the metric is expected to be down.

Real Consumer Spending
This is considered the key metric in evaluating consumers’ willingness to purchase goods and services.
This has risen every quarter since the third quarter of 2020 and is expected to remain positive despite
inflationary pressures. For Utah manufacturers it is worth understanding how consumers divided their
spending among durable goods, nondurable goods, and services.
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Durable goods consumption
was strong at the beginning
of the year but fell as supply
chain issues limited the ability
of specific products consumers
wanted. Demand will return
once steady supplies are
available to shoppers.

Figure 12- Percent Change in Real Personal Consumption, Durable Goods

Figure 13- Percent Change in Real Personal Consumption, Nondurable Goods

Despite a fall-off in demand in
the third quarter, nondurable
goods consumption registered
quarterly increases throughout
the year. Higher energy prices and
increased travel caused a shift in
spending to gasoline and energy
sector.

Household services held up
particularly well. The return of
travel demand and renewed
commuting buoyed the
transportation sector.

Figure 14- Personal Change in Real Personal Consumption, Services - Household
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Residential Investment
Residential Investment is the economic activity generated by the purchase of private residential
structures for either owner dwelling or to rent to tenants. It includes both new construction and the
sale and improvement of existing structures. Following strong gains in 2020, this category began to fall
quarter over quarter in 2021. Inadequate supply and high materials costs may slow the category.

Nonresidential Investment
Essentially commercial business real estate, the category is expected to have strong performance over
the next few years as companies invest in newer and greener buildings.

Inventories
One of the new categories tracked by the Conference Board, it provides some insight into companies’
response to the supply chain crisis. Limited inventory levels are expected to grow steadily (on a value
basis) in both 2022 and 2023.

Total Government Spending
Despite the size of the COVID-19 response, government spending increased at low levels in 2021, but
as the economy recovers expenditures will rise, exceeding 4% by 2023.

Exports and Imports
Quarterly export increases are difficult to compare with the Census data cited earlier, which shows a
year-to date increase of 23.3% for the nation, but this latter sum is a cumulative effect. It is expected
that as we reach year-end exports will be lower and thus result in a full-year change that is positive,
but in the low double-digits. Annual growth will still be strong, but not nearly as much as imports
which will bounce back as supply chains regain resiliency.

Unemployment Rate
The Conference Board expects the national rate to continue to decline through 2023 reaching a
threshold that is considered full employment. Utah, as seen, is already well below this level leading us
to reiterate our belief that there will eventually be a change in the definition of full employment.

PCE and Core PCE Inflation
The core rate excludes food and energy prices. Consequently, by comparing the core to overall PCE,
one can see that a decent share of projected inflation is due to these two sectors. Annual inflation for
2021 and 2022 will be higher than consumers have experienced in a while but improves markedly in
2023 as we move beyond supply chain constraints.
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Projected Utah Manufacturing Sales
As with our previous forecasts, we apply our revised GDP growth rates to base sales (now using 2020
as the base period) of Utah manufactured products. Sales over the forecast period would be:

Figure 15- Project Sales - Utah Manufacturers

In our previous forecast, under the low scenarios, we did not predict 2019 sales figures for Utah
manufacturers would be achieved until 2022. This update estimates that under all forecast scenarios
that this will have been achieved in 2021. This will be confirmed by June of 2022 when new sales
figures are released. In the expected case, our new forecast estimates Utah manufacturers sales will
be approximately $1 billion higher than previously forecast.

Figure 16- Utah Manufacturers’ Sales Forecast Comparison

Industry Specific Effects and Industry Level predictions
As we have done in the previous version of this forecast, we compare the effect of applying the
general GDP-based forecast to industry-specific sales forecasts prepared by Euromonitor, based on
their most recent update in 2021. For an apples-to-apples comparison, we classify products at the
4-digit NAICS level, part of the 6-digit coding system used to identify economic sectors used by the
North American Industry Classification System.19
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Figure 17- Utah Manufacturers Sales Point Forecast Sales Percent Change

Because the Euromonitor forecasts are only based on sales, we compare these for each industry with
our GDP forecasts to provide a broad outlook for Utah’s manufacturers. This provides a sense of Utah
industry’s predicted strength or weakness within the larger economy. These are based on estimates
for U.S. industry as a whole – thus, even when Utah industry may have had positive results for 2020, if
the U.S. as a whole did not, the Euromonitor and GDP forecasts rely on the national figures for future
sales predictions as all Utah manufacturers participate in the national (and global) markets. It is our
opinion that this results in a more conservative estimate of future sales for Utah manufacturers. A
discussion of each major product category follows with a comparison of the relevant Euromonitor
sales forecasts at the industry level again our updated GDP predictions. For ease of comparison,
although dollar predictions for 2025 account for actual 2020 performance, we continue to index from
2019, when the forecast was first established.
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Petroleum and Energy
The industry is still recovering as
airlines return to the skies and drivers
return to the roads. Commuter travel
remains down sharply as many firms
that adopted work-from-home policies
have opted to keep those in place, at
least partially, for the near-term. Prices
have nonetheless been up in the recent
quarter. On a national basis, petroleum
industry performance was very weak in
2020, causing a slower return to 2019
sales in the Euromonitor forecast. For
Utah producers, however, sales in 2020
were only down 5.7%from 2019 to 2020,
Figure 18- Forecast for Utah Petroleum Refineries Sales
We believe, therefore that the GDP
based forecasts are a more reliable indicator in this industry for Utah petroleum producers who, in the
expected case, should realize sales of $11.8 billion in 2025.

Medical Equipment & Pharmaceuticals
The medical equipment industry
continues to be robust, particularly as
demand for elective procedures has
returned. The need for continued PPE
has encouraged several manufacturers
who pivoted to manufacturing have
opted to continue to do so, especially
among those firms that have yet to see
a strong return of demand in their core
businesses. The Euromonitor-based
forecast follows similar trends as the
GDP-based forecast, but from a higher
overall basis in 2020. For Utah producers
of medical equipment, $2.6 billion is a
Figure 19- Forecast for Utah Medical Equipment & Supplies Sales
reasonable sales expectation for 2025,
though this is lower than the previous Euromonitor-based prediction of $3.46 billion.
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Pharmaceuticals are now benefitting from the strong apparent effectiveness of the COVID-19
vaccines and the innovative technology for producing them which are now being evaluated for use in
combatting other diseases. The strong outlook stemming from this performance explains the more
robust predictions of the Euromonitor case versus any GDP-based scenarios. On that basis, Utah
manufacturers could expect pharmaceutical sales in 2025 of $2.9 billion, about 10% less than had
been predicted based on pre-pandemic sales data.

Figure 20- Forecast for Utah Pharmaceuticals & Medicine Manufacturing Sales

Aerospace and Defense
A challenging sector in the best of times, the commercial industry was battered by the pandemic and
associated travel restrictions. Though rebounding, two factors are proving tricky in the commercial
space: 1) international markets, that historically have driven demand for wide-body aircraft, remain
weak and 2) business travelers, who provide the bulk of revenues to the airlines that ultimately
purchase new aircraft, have not returned at the same rate as lower-fare leisure travelers and are still
down about 60%over pre-pandemic levels. U.S. carriers were greatly helped by $16 billion in payroll
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support program grants, but still lost
$841 million before tax in the third
quarter.20
Defense remains a crucial element of
Utah manufacturing, providing 10.3%
of the state’s employment and 10.6%
of its GDP based on data from the
Kem C. Gardner Institute. Over just a
5-year period, overall defense spending
in Utah grew by 90.1 percent while
defense contracts and grants grew over
three-fold.21 This bodes well for Utah
manufacturers’ ability to continue to
be a center of defense and aerospace
production even as these sectors face Figure 21- Utah Irradiation and Measuring Instrument Manufacturing Sales
challenges at the national level. The F-35 program is a key factor as the Ogden Air Logistics Complex at
Hill Air Force Base provides maintenance, modification and repair for the U.S. fleet as well as those for
some foreign defense forces. Lockheed Martin, manufacturer of the jet, has announced it will produce
133 to 139 aircraft in 2021, and grow to 156 per year by 2023.22
The sector is divided among two categories: 1) Irradiation and Measuring Instruments Manufacturing
and 2) Aerospace Products Parts Manufacturing. The Euromonitor model closely tracks the GDP-based
forecasts for this first category. Utah manufacturers of this equipment should generate sales in 2025
within a narrow band between $2.2
and $2.4 billion.
As for Aerospace Products and Parts,
the Expected GDP-based case and the
Euromonitor case arrive at virtually the
same prediction for sales by 2025 at
$2.7 billion, although the Euromonitor
case assumes sharper recover in 2021
than do the GDP-based scenarios.

Figure 22- Forecast for Utah Aerospace Products & Parts Manufacturing Sales
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Automotive
Utah auto parts manufacturers did
experience a double-digit decline
in sales in 2020, but at 15.8%, this
was not as bad as had been feared
during initial factory shutdowns. The
automotive industry is nonetheless
one of the industries most impacted
by the supply chain disruption.
As this improves, however, Utah’s
auto parts manufacturers should
see a strong upturn in sales. It is on
this basis as well as recent pricing
strength among automakers that the
Euromonitor forecast assumes swift
growth in sales through 2023 to $2.8
Figure 23- Forecast for Utah Motor Vehicle Parts Manufacturing Sales
billion by 2025, surpassing our high
GDP-based estimate of $2.7 billion for that year.

Food Products
The rebound for food service
establishments had been welcome
news to Utah’s food producers
who registered very slight gains in
2020. Major openings throughout
the latter half of 2021 and holiday
activity are likely to produce
more vigorous sales. Although
there are profitability concerns
stemming from high transport
costs and associated inflation, this
is not expected to significantly
affect overall production. Cheese
manufacturing has become a
standout Utah product. Because of
Figure 24- Forecast for Utah Cheese Manufacturing Sales
the strong return of the sector, sales
performance is likely to outpace all GDP-based scenarios, resulting in just under $2 billion in sales for
Utah cheese manufacturers by 2025.
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Likewise, animal slaughtering
is also up, with beef prices
particularly high. As food
imports have been limited by
the supply chain disruption,
more consumers and
restaurants are turning to
domestic suppliers. Yet,
consumption of non-poultry
meat in the long-term is
generally linked to the overall
economy. Consequently, the
Euromonitor and expected
GDP-base scenarios closely
match from 2022 and predict
dales for Utah slaughterers
and processors of just under
$1 billion in 2025.

Figure 25- Forecast for Utah Animal Slaughtering and Processing Sales

Metals
The non-ferrous metal industry in Utah was
boosted earlier this year by the opening of
Rio Tinto’s new Kennecott tellurium mine
which was slated to begin production in
the fourth quarter of this year. Demand
for metals of diverse types is expected to
return to pre-pandemic levels in 2021, but
then to taper off, below GDP-performance
as other materials and processes gain
market share. Smelters and refiners in Utah
can expect 2025 sales of just above $1.4
billion.
Figure 26- Forecast for Utah Animal Slaughtering and Processing Sales
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We believe the outlook for Architectural and Structural Metals, is more likely to follow or exceed the
expected GDP-based forecast. Construction sectors have weathered the pandemic well and, due to
supply chain issues, are paying premium prices. The projected growth in nonresidential investment
bodes especially well for this segment.

Figure 27- Forecast for Utah Fabricated Structural Manufacturing
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Recreational Equipment
This category enjoyed a strong
first quarter in 2021, although
some components such as ski
equipment – whose season
was still mostly truncated
by lockdowns – could see
a stronger fourth quarter.
Euromonitor’s forecast for the
sporting and athletic goods
industry is much flatter than the
GDP-based curves beginning
in 2022. Among the reasons
for a pessimistic outlook
is the assumption that the
pandemic spurred significant
Figure 28- Forecast for Utah Sporting and Athletic Goods Manufacturing
one-time purchases of outdoor
equipment that won’t be repeated in the forecast period. In the ski market, there is abiding concern
about the effects of global warming on ski conditions, driving down demand for this equipment
further into the forecast period, such that total sales would barely eclipse $1 billion by 2025.
Utah, as a producer of outdoor equipment and a major outdoor destination, is likely to fare better
than the national average, as the local market supplies significant demand for items in the ski and
mountain bike categories. It is reasonable to assume sales of at least would be closer to the expected
GDP-base case of $1.1 billion.
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Findings
Version 3.0 of our forecast confirms that Utah manufacturers, in terms of overall sales in 2020,
performed reasonably well and the state was able to enter the recovery phase more quickly than
originally anticipated. These results suggest that the joint efforts of state leadership, Utah industry,
public health officials and individual Utahans have had a meaningful effect.
Most Utah manufacturing industries are likely to have surpassed pre-COVID-19 sales levels in 2021
and Utah is safely entering the Reset phase, though we will have to wait for confirmation when
the data becomes available. Nevertheless, the ability to reach a sustainable phase of growth is
largely dependent on how long the major economic symptom of long COVID – The Great Supply
Chain disruption – lasts. Utah industry will have to focus on expanding supply chain networks and
developing methods to quickly source supply and distribute output for the Growth phase to take hold.

Conclusions and Next Efforts
The findings of Version 3.0 will be incorporated into the interactive forecast tool for Utah
manufacturers in the first quarter of 2022. Updates to the tool will aim to streamline functionality and
access to larger pools of economic data. The next update of this forecast will be prepared early in the
second quarter of 2022 as year-end 2021 data becomes available.
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