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• Across several major economies, there has been a
surge of new business startups as lockdowns have
ended.

US business creation post-lockdown more than
offset lost business creation in lockdown
Business creation growth % yoy, weekly from March (week 10)

• These are small business startups. There may be
a focus on retail and wholesale firms. It seems
as if people have used lockdowns to explore their
entrepreneurship.

• Data on business creation is better quality than
survey evidence. This suggests that confidence in the
economic outlook is higher than survey evidence is
reporting.

• These new businesses may too small to provide the
sole income stream for their owners—but they may
form part of a person's portfolio of incomes in the gig
economy. The risk is that economic data will overlook
this and underestimate economic activity.

Financial markets often underestimate human resilience.
People adapt in a crisis. One example is the fact that business
creation is booming in many countries as lockdowns end.
Business creation cannot be compared from country to
country. Definitions of a new business are not the same.
But business creation data is not a survey. People legally
registered their business, and generally pay to do so.
Business creation numbers have a degree of quality that
survey evidence does not.

Source: US Census Bureau, UBS Calculations

uncertainty about the economic outlook reduced people's
willingness to take the risk of starting a new business.
As lockdowns have eased, there business formation has
boomed. This is more than offsetting the weak business
creation in lockdown periods. US business applications for
2020 to date are up almost 14% compared to the same
period in 2019. UK business applications are noticeably
higher than normal. France and Singapore have also seen
post-lockdown surges in business creation. The numbers
of Japan's sole-proprietor businesses have risen quickly as
restrictions have eased.

More than a bounce back
Business creation fell dramatically during lockdown. The
UK, which has weekly data, shows the collapse in business
creation the week lockdown started. US weekly data
shows a rapid drop in business creation as the first states
contemplated lockdowns. This was effectively a supply and
demand problem. As government offices closed it became
more difficult to register a business. As fear of the virus grew,
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Business creation in France and Singapore recovers
strongly
Total businesses created

Most obviously, business creation is a signal of economic
confidence. Setting up a business requires some optimism
about the future. Specifically, the number of small
businesses being set up suggests that optimism is quite
widespread. Individuals seem to have more faith in the
economic outlook than they are prepared to admit in
confidence surveys.
Details of business creation also suggest a link to economic
confidence. Business creation coincides with areas that are
more likely to have higher confidence levels. In the US,
business creation in New York has lagged that of the rest of
the country. New York was very badly affected by COVID-19
when fear of the virus was especially high. Although other
states have seen high infection rates, this has taken place at
a time when fear of the virus has apparently lessened.

Source: Haver, UBS

What businesses are being
created?
Details on business creation are often missing from high
frequency numbers. However, most of the businesses being
created are small. In the US the number of businesses
intending to pay wages has risen, but the rise is nothing
like the surge of overall business applications. That suggests
single person businesses are being created.
In the UK the number of businesses registered at
Companies' House has grown far faster than the number
of businesses registered to administer VAT. VAT registration
is only required for larger companies. In Japan, it is sole
proprietorships rather than large businesses that have had a
rapid growth in business creation. Singapore has had a surge
of new companies (large and small), but sole proprietorships
are being created at the fastest pace in three years.
There is very little evidence as to the sectors where
businesses are being created. High frequency data from
France and Singapore both show a bias to wholesale and
retail business creation. There is likely to be a strong bias to
online wholesale and retail businesses being created, given
structural trends in the global economy and the sharp rise
in online retail sales in most major economies.

Similarly, Spain has lagged the UK and France in business
creation. Some of this may be due to the tourism bias of the
Spanish economy. Tourism is a higher risk economic sector
at the moment. Spain also had one of the worst economic
performances in Europe. That will have increased economic
fear.
Government policies do not seem to be behind this surge in
business creation. The pattern is being repeated in different
economies, which have offered different support schemes
during lockdown. Generally speaking the businesses are
too small to receive significant tax benefits. As a rule,
government aid has been given to existing businesses, not
to businesses created since the start of lockdowns.
The pattern of business creation suggests growth of the socalled gig economy. Online retail businesses have relatively
low barriers to entry. They can be set up cheaply from home.
Time spent at home in lockdown may have inspired people
to act. Such businesses may not replace paid employment.
Instead, they are likely to become part of a portfolio of
different household income sources. Diversifying income
sources was a trend of the fourth industrial revolution. A less
secure labor market may have sped up the trend. There is a
risk that this will not be properly captured in economic data,
which may assume outdated patterns of working. If so, this
means that the strength of the economic bounce back may
be underreported in the initial data releases.

What does this tell us?
The fact that businesses are being created does not deny
that the pandemic will also cause a large number of business
failures. But the fact that businesses are being formed does
raise some economic possibilities.
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Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be
offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this
document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made
as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and
market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ
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In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values"))
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of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is
not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of
an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments may
be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more.
Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The analyst(s) responsible for
the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering,
synthesizing and interpreting market information.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any
of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly
prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or
lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as
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relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
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for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of
"Characteristics and Risks of Standardized Options". You may read the document at https://www.theocc.com/about/publications/characterrisks.jsp or ask your financial advisor for a copy.
Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured
investment, you must read the relevant offering materials for that investment. Structured investments are unsecured obligations of a particular
issuer with returns linked to the performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a
substantial portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the
issuer becomes insolvent. UBS Financial Services Inc. does not guarantee in any way the obligations or the financial condition of any issuer or the
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have not been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS Financial
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is subject to the joint supervision of the European Central Bank ("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal
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German law in the form of a Societas Europaea, duly authorized by the ECB. Bahrain: UBS is a Swiss bank not licensed, supervised or regulated
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no protection under local banking and investment services laws and regulations. Brazil: This publication is not intended to constitute a public
offer under Brazilian law or a research analysis report as per the definition contained under the Comissão de Valores Mobiliários ("CVM")
Instruction 598/2018. It is distributed only for information purposes to clients of UBS Brasil Administradora de Valores Mobiliários Ltda. and/or
of UBS Consenso Investimentos Ltda., entities regulated by CVM. Canada: In Canada, this publication is distributed to clients of UBS Wealth
Management Canada by UBS Investment Management Canada Inc.. China: This report is prepared by UBS Switzerland AG or its offshore
subsidiary or affiliate (collectively as "UBS Offshore"). UBS Offshore is an entity incorporated out of China and is not licensed, supervised or
regulated in China to carry out banking or securities business. The recipient should not contact the analysts or UBS Offshore which produced
this report for advice as they are not licensed to provide securities investment advice in China. UBS Investment Bank (including Research) has
its own wholly independent research and views which at times may vary from the views of UBS Global Wealth Management. This report shall
not be regarded as providing specific securities related analysis. The recipient should not use this document or otherwise rely on any of the
information contained in this report in making investment decisions and UBS takes no responsibility in this regard. Czech Republic: UBS is
not a licensed bank in the Czech Republic and thus is not allowed to provide regulated banking or investment services in the Czech Republic.
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under No. 38 17 24 33. UBS Europe SE, Denmark Branch, filial af UBS Europe SE is subject to the joint supervision of the European Central Bank
("ECB"), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht), as well as of the Danish Financial Supervisory Authority (Finanstilsynet), to which this publication has not been
submitted for approval. UBS Europe SE is a credit institution constituted under German law in the form of a Societas Europaea, duly authorized
by the ECB. France: This publication is distributed by UBS (France) S.A., French "société anonyme" with share capital of € 132.975.556, 69,
boulevard Haussmann F-75008 Paris, R.C.S. Paris B 421 255 670, to its clients and prospects. UBS (France) S.A. is a provider of investment
services duly authorized according to the terms of the "Code Monétaire et Financier", regulated by French banking and financial authorities as
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annualreporting.html. Indonesia, Malaysia, Philippines, Thailand: This material was provided to you as a result of a request received by UBS
from you and/or persons entitled to make the request on your behalf. Should you have received the material erroneously, UBS asks that you
kindly destroy/delete it and inform UBS immediately. Any and all advice provided and/or trades executed by UBS pursuant to the material will
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