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THINGS TO WATCH

June Labor Data
On Thursday morning, the June Nonfarm Payrolls report is 
projected to show net hiring of 115,000, according to 
Bloomberg consensus estimates. If realized, this would 
mark the fourth consecutive month of job gains exceeding 
100,000, the longest stretch of labor market resilience since 
early 2024. Hiring momentum is expected to remain 
concentrated within healthcare, government, and 
education, alongside the recent acceleration in leisure and 
hospitality payrolls. Meanwhile, the headline 
unemployment rate is forecast to hold firm at 4.3%, while 
annual wage growth is projected to tick slightly higher to 
3.5% from May’s 3.4% reading.

Reflation Rotation
A market rotation seems to have gathered steam in recent 
weeks as U.S. small caps, value stocks, and international 
equities outpace indexes with heavy U.S. mega-cap 
technology exposure. Year-to-date, the Russell 2000 Index 
is up 21.8%, leading the S&P 500's 7.4% gain, while the 
Magnificent Seven has consolidated after a powerful multi-
year run. Rather than signaling a broader economic de-
risking, this volatility could reflect a rotation into cyclical 
sectors benefiting from expectations for an acceleration in 
economic growth, sometimes referred to as “reflation.” This 
broadening of market participation into prior laggards 
should help cushion index drawdowns and help the bull 
market stay intact.

July Market Strength?
The S&P 500’s average return in July from 1946 through 
2025 is 1.25%, behind only November (1.60%), December 
(1.54%), and April (1.47%). In the 20 midterm election years 
from 1946 through 2022, the benchmark’s average July 
return has been a solid 1.07%. The average July return for 
the S&P 500 following a June decline of 2% or worse is 
+1.61%. Historically, when June has a notable sell-off, July 
acts as a reliable bounce-back month, finishing positive 
nearly 63% of the time.
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Last week, Lockheed Martin (LMT) signed a 7-year contract worth up to $35 billion with 
the U.S. Defense Department to quadruple production of Terminal High Altitude Area 
Defense (THAAD) missile interceptors. The deal is part of a full-throttle effort by the 
Trump administration to boost munitions output and mobilize the defense industrial 
base. Earlier in June, President Trump invoked the Defense Production Act to ease 
manufacturing obstacles and promote coordination among defense contractors.

A recent National Association of Home Builders study estimated that government 
regulations account for 26.4% of the average new single-family home's price, adding 
$131,734 to the average total cost. Driven by rising permit fees and stricter building 
codes, these regulatory expenses have surged over 40% since 2021. This growth pace is 
more than double that of U.S. disposable income over the same period. 
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Total returns are as of 6/26/26. 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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