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Job Market Is Thawing From 2025’s Low-Hire, Low-Fire Freeze
Bill Adams, Chief U.S. Economist

The Week Ahead

The minutes of the Federal Open Market Committee’s June meeting will draw more scrutiny than usual after Chair
Warsh shortened the policy statement and eliminated forward guidance from it. The minutes will likely drop their
usual description of policymakers’ opinions about their next step for rates, paralleling the leaner statement. In the
absence of forward guidance, the discussion of the inflation outlook has the most potential to influence financial
markets’ pricing of the Fed’s next steps.

The Institute for Supply Management’s Services Purchasing Managers Index (ISM Services PMI) likely improved in
June, with orders increasing faster after energy traffic picked up through the Strait of Hormuz and domestic
energy prices receded toward pre-war levels. The PMI’s Employment sub-index likely returned to expansionary
territory as the World Cup boosted hiring in leisure and hospitality.

Last Week in Review

Employers added 57,000 payroll jobs in June, down from a downwardly-revised 129,000 in May. A 55,000 drop in
accommodation and food services weighed on hiring, surprisingly given anecdotal reports of a good month for the
industry during the World Cup. Information shed 9,000 jobs and retail 8,000. Healthcare and social assistance
added 47,000 jobs, professional and business services added 36,000 (including 9,000 temp jobs), and private
education added 22,000. Government added 8,000, mostly at the state and local level. Incorporating revisions,
job growth averaged 111,000 per month in the second quarter and 92,000 per month in the first half, up from
10,000 per month in 2025. Average hourly earnings rose 0.3% and were up 3.5% on the year, near the lowest of
the expansion to date. The average workweek held steady at 34.3 hours.

The unemployment rate edged down to 4.2% from 4.3% in June and was the lowest in a year. The U-6
unemployment rate, which includes active jobseekers, people who searched for a job in the last 12 months, as well
as those who work part-time but want full-time jobs, edged down to 7.9% from 8.1%. The household survey’s
details were very weak: The labor force plunged 720,000, employment fell 507,000, and unemployment fell
213,000. The labor force participation rate dropped to 61.5% from 61.8% and was the lowest since March 2021.
A big part of the decline was a 0.6 percentage point plunge in participation among workers aged 25 to 54. Outside
the pandemic, that’s the largest monthly drop in nearly 60 years, and could be mostly noise. But participation
among other demographics isn’t great, either: The participation rate of workers aged 55 and older tied May for the
lowest since 2005. The participation rate for workers aged 16 to 24 was better, edging down a tenth of a percent
but still above its level a year earlier. The labor force contracted 119,000 per month in the first half of 2026, but
again, the June report probably overstates its weakness somewhat.

The job market trended better in the first half of the year than in 2025’s low-hire, low-fire freeze, which should
bolster consumer confidence in the second half of the year. Consumers are fretting about Al fueling big job losses,
but that doesn’t seem to be happening. Instead, the job market’s defining theme in 2026 is weak labor supply as
older workers retire and fewer immigrants enter the workforce. The unemployment rate will likely continue to
move lower in the second half of the year as labor demand outpaces supply. Businesses will likely start noticing job
openings taking longer to fill, especially for positions in physically demanding blue collar occupations.
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Economic Release

Prior
Release

Consensus

Forecast

Comerica
Forecast

S&P Global US Services Purchasing Managers Index (PMI,
Jun Final) 513 B 517
ISM Services PMI (Jun) | 545 | 542 | 550
7/6 ISM Services PMI: Prices Paid (Jun) | 73 | 700 | 660
ISM Services PMI: New Orders (Jun) | 573 | 575 | 560
ISM Services PMI: Employment (Jun) 47.9 48.1 51.0
717 ADP Weekly Employment Change, 1,000s (Week of 6/20) 31 — 34
Trade Balance, Billions (May) -$55.9 bn -$78.8 bn -$78.7 bn
Wholesale Inventories (May Final) 0.3% M/M — 0.3% M/M
Wholesale Trade Sales (May) | 2.0% MM | — | 3.5% M/M
7/8 FOMC Meeting Minutes (Jun 17) | NA | O NA | NA
Consumer Credit, Billions (May) $20.7 bn $17.5 bn $15.0 bn
Initial Jobless Claims, 1,000s (Week of 7/4) 215 — 220
7/9 Continuing Claims, 1,000s (Week of 6/27) | 1814 | — | 1,815
Existing Home Sales (Jun) 4.17 4.20 4.10
3.2% M/M 1.3% M/M -1.7% M/IM
710 No Market-Moving Economic Releases — — —
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