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THINGS TO WATCH

July Inflation Report
Data released Wednesday morning are expected to show 
that further declines in retail gasoline prices helped keep a 
lid on the consumer price index (CPI) in July, with the 
consensus Bloomberg forecast calling for a 0.1% gain after 
a 0.4% decline in June. Year-over-year headline CPI is 
projected to decelerate to 3.4%, down from 3.5% in June 
and a three-year peak of 4.2% in May. Meanwhile, annual 
core CPI, which excludes food and energy costs, has 
trended lower for nearly four years and could be on the 
verge of registering a five-year low below 2.5%.

U.S. Treasury Yields
Slowing nonfarm payroll growth and foreign exchange 
intervention by the Bank of Japan to defend the yen 
provided some relief to sovereign debt markets last week. 
The benchmark 10-year U.S. Treasury yield pulled back 8 
basis points to 4.65% after closing July at an 18-month 
high of 4.73%. Despite this reprieve, broader rate dynamics 
remain elevated due to heavy Treasury issuance schedules 
and uncertainty surrounding core inflation. A further rise in 
U.S. Treasury yields in the coming weeks would likely 
create valuation headwinds for U.S. stocks and pressure 
gold and Bitcoin. Notably, gold has climbed 8% over the 
last eight weeks despite the rise in longer-term U.S. 
Treasury yields.

AI Compute and Space Tech Earnings
The second full week of August features an earnings slate 
headlined by AI infrastructure and space technology 
names. Super Micro Computer (SMCI), Nebius (NBIS), Cisco 
Systems (CSCO), CoreWeave (CRWV), Applied Materials 
(AMAT), Lumentum (LITE), and Coherent (COHR) are 
among the key companies providing fresh reads on AI 
infrastructure, networking, and semiconductor demand. 
The space and next-generation technology sectors will also 
be in focus, with Rocket Lab (RKLB), AST SpaceMobile 
(ASTS), Intuitive Machines (LUNR), and Firefly Aerospace 
(FLY) set to report results.
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The S&P 500 Index has surged 55.7% from its post-Liberation Day low on April 8, 2025 
to last Friday’s record close of 7,757.64. Marking the index’s strongest 16-month stretch 
since the initial post-COVID rebound in spring 2020, the rally has been strongly 
supported by corporate earnings. Over this same period, 12-month forward operating 
EPS expectations for the S&P 500 jumped 34%, confirming that robust fundamental 
growth (in addition to valuation expansion) has fueled the powerful rally. 

July’s nonfarm payrolls report revealed a net monthly loss of 50,000 local government 
jobs. Economists largely attributed the decline to summer seasonality in the education 
sector, a trend that historically reverses each September. Excluding these local 
government job cuts from July’s headline net loss of 23,000, underlying nonfarm 
payroll growth was +27,000— much closer to July’s +44,000 ADP private-sector print.
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Producer Price Index (Y/Y)

Retail Sales (M/M)

Total returns are as of 8/7/26. Source data: Bloomberg and Morningstar are 
believed to be correct but not verified.
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This publication was prepared by MainStreet Investment Advisors, LLC ("MainStreet Advisors"), an investment 
adviser registered with the SEC. Registration as an investment adviser does not imply any level of skill or 
training. Information and opinions herein are as of the publication date and are subject to change without 
notice based on market and other conditions. The week is calculated beginning with Monday’s market open. 
The specific securities identified are shown for illustrative purposes only and should not be considered a 
recommendation by MainStreet Advisors. Index and sector statistics are unmanaged and a common measure of 
performance of their respective asset classes. Indexes are not available for direct investment. Any graph, data, 
or information is considered reliably sourced and for educational purposes only. Any suggestion of cause and 
effect or of the predictability of economic or investment cycles is unintentional. This Financial Market Update 
may contain forward-looking statements and/or candid statements and observations regarding investment 
strategies, asset allocation, individual securities, and economic and market conditions; however, there is no 
guarantee that the statements, opinions, or forecasts will prove to be correct. The material included herein was 
prepared or is distributed solely for information purposes; is not a solicitation or an offer to  buy/sell any 
security or instrument, to participate in any trading strategy or to offer advisory services by MainStreet 
Advisors; is not intended to be used as a general guide to investing or as a source of any specific investment 
recommendations; makes no implied or express recommendations concerning the manner in which any client’s 
account should or would be handled; and should not be relied on for accounting, tax or legal advice. There are 
risks involved with investing including possible loss of principal and the value of investments and the income 
derived from them can fluctuate. Investing for short periods may make losses more likely. Past performance is 
not indicative of future results, which may vary. Investors are urged to consult with their financial advisors 
before buying or selling any securities. 
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