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The share of lower-income entrepreneurs has grown
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Lower-income households now account for one out of every four new business applications
Share of business applications by income (rolling twelve-month sum, %)
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Business formation is picking up, and a growing share of new founders are coming from younger and lower-income households.
In fact, lower-income households now account for nearly one in four new business formations, up from just under one in five in
June 2020, suggesting entrepreneurship is becoming more broadly distributed across the income spectrum.

One potential explanation is that new businesses may be able to get off the ground with leaner operating models than in the
past. As Al becomes embedded in certain tasks, founders may be finding it easier to launch and manage businesses with fewer
resources, potentially lowering some of the traditional barriers to entry.

Read more on shifting trends in A new generation of business formation.



https://institute.bankofamerica.com/economic-insights/new-generation-of-business-formation.html?utm_source=Email_Institute&utm_medium=Email&utm_campaign=Daily_Insights_Business_July_26&utm_content=072126_n_07_economic-insights/new-generation-of-business-formation.html
https://institute1.bofa.com/C?q=12ZR9Ng-p7M&t=ada

Methodology

Selected Bank of America transaction data is used to inform the macroeconomic views expressed in this report and should be considered in the
context of other economic indicators and publicly available information. In certain instances, the data may provide directional and/or predictive
value. The data used is not comprehensive; it is based on aggregated and anonymized selections of Bank of America data and may reflect a
degree of selection bias and limitations on the data available.

Any Small Business payments data represents aggregate spend from Small Business clients with a deposit account or a Small Business credit
card. Payroll payments data include channels such as ACH (automated clearing house), bill pay, checks and wire. Bank of America per Small
Business client data represents activity spending from active Small Business clients with a deposit account or a Small Business credit card and
at least one transaction in each month. Small businesses in this report include business clients within Bank of America and are generally defined
as under $5mm in annual sales revenue.

Unless otherwise stated, data is not adjusted for seasonality, processing days or portfolio changes, and may be subject to periodic revisions.

The number of new business formations is proxied using aggregated and anonymized Bank of America payments data based on household debit
and credit card data, small business credit card data and check data. Potential business formation activity is identified through customer
payments to Secretary of State offices and other entities related to business formation activities (e.g., "Division of Corporations") associated
with LLC registration activity during the month. This measure is intended to serve as a proxy for business formation activity and would not
necessarily capture all business types or legal structures. This would also not capture any third-party payments towards a new business
formation.

Data regarding merchants who receive payments are identified and classified by the Merchant Categorization Code (MCC) defined by financial
services companies. The data are mapped using proprietary methods from the MCCs to the North American Industry Classification System
(NAICS), which is also used by the Census Bureau, in order to classify spending data by subsector. Spending data may also be classified by other
proprietary methods not using MCCs.

The 2026 Small Business Credit Survey was fielded from September 3 to November 14, 2025. It yielded 6,525 responses from a nationwide
convenience sample of small employer firms with 1-499 full- or part-time employees across all 50 states and the District of Columbia. This
report includes findings about the performance, challenges, and credit-seeking experiences of businesses across the United States.

Generations, if discussed, are defined as follows: Gen Z, born after 1995; Younger Millennials: born between 1989-1995; Older Millennials: born
between 1978-1988; Gen Xers: born between 1965-1977; Baby Boomer: 1946-1964; Traditionalists: pre-1946.

Additional information about the methodology used to aggregate the data is available upon request.
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Disclosures

These materials have been prepared by Bank of America Institute and are provided to you for general information purposes only. To the extent these materials reference Bank of
America data, such materials are not intended to be reflective or indicative of, and should not be relied upon as, the results of operations, financial conditions or performance of Bank
of America. Bank of America Institute is a think tank dedicated to uncovering powerful insights that move business and society forward. Drawing on data and resources from across
the bank and the world, the Institute delivers important, original perspectives on the economy, sustainability and global transformation. Unless otherwise specifically stated, any
views or opinions expressed herein are solely those of Bank of America Institute and any individual authors listed, and are not the product of the BofA Global Research department or
any other department of Bank of America Corporation or its affiliates and/or subsidiaries (collectively Bank of America). The views in these materials may differ from the views and
opinions expressed by the BofA Global Research department or other departments or divisions of Bank of America. Information has been obtained from sources believed to be
reliable, but Bank of America does not warrant its completeness or accuracy. These materials do not make any claim regarding the sustainability of any product or service. Any
discussion of sustainability is limited as set out herein. Views and estimates constitute our judgment as of the date of these materials and are subject to change without notice. The
views expressed herein should not be construed as individual investment advice for any particular person and are not intended as recommendations of particular securities, financial
instruments, strategies or banking services for a particular person. This material does not constitute an offer or an invitation by or on behalf of Bank of America to any person to buy
or sell any security or financial instrument or engage in any banking service. Nothing in these materials constitutes investment, legal, accounting or tax advice.

Copyright 2026 Bank of America Corporation. All rights reserved.
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