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As consumers navigate an increasingly dense economic jungle, this week's Institute Insights follows the trails of value-seeking
shoppers, resilient middle-income households, emerging entrepreneurs and improving small businesses.

Shoppers are swinging from one deal to the next in search of the best value, with spending at discount apparel retailers and
value-oriented grocers accelerating in early 2026. While higher-income households continue to account for a disproportionately
large share of overall retail spending, lower-income households are gaining share at discount retailers and value grocers.
Interestingly, despite lower-income workers having seen wages keep pace with inflation better than before the pandemic, they
have also been the most aggressive in trading down, with spending at discount apparel stores growing five times faster than
among higher-income households. Read publication: The rise of value.

Did you know middle-income households contribute nearly a quarter of US GDP through their spending? These households
account for roughly one-third of spending at grocery stores, restaurants, hobby shops and general merchandise retailers, making
them a critical driver of economic activity. Their spending growth has remained solid since mid-2024, with particularly strong
momentum in categories such as airlines and jewelry during the second quarter of 2026. While inflation has recently outpaced
after-tax wage growth for this group, rising wages have more than offset higher gasoline costs, helping them continue spending
on both necessities and discretionary purchases. Read publication: Middle income, major impact.

A new generation of entrepreneurs is leaving fresh tracks across the business landscape. Business creation continues to rise
despite economic uncertainty, signaling that households remain willing to take risks and pursue new opportunities. While Gen X
still represents the largest share of business founders, Gen Z are driving an outsized portion of recent growth, with business
application growth in June more than double that of Millennials and Gen X. There has also been a growing divergence between
overall business applications and those that signal plans to hire workers, particularly in the information sector, suggesting Al may
be lowering barriers to starting a business. Read publication: A new generation of business formation.

Though still facing a challenging terrain of higher costs and elevated interest rates, small businesses are beginning to find firmer
footing. Small business profitability growth turned positive in June for the first time this year, supported by stronger revenues
and an improvement in hiring activity. While business owners continue to face persistent cost pressures and elevated interest
rates, loan payment growth suggests demand remains modestly resilient. Hiring has also strengthened, particularly among
finance, insurance and real estate firms, indicating that labor demand in many white-collar industries remains intact. Read
publication: Small Business Checkpoint: Signs of improvement.
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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.
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