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The “homebody economy” – investing in your 
digital back yard 

Covid-19 has accelerated existing trends to shop, study, work and play at home with important implications 
for investors in UK equities. 

 

It is clear that UK shares are unloved. No likes, no shares, no new friend requests. The level of gloom surrounding 
this market is remarkable even amongst UK based investors, who, you might think, should feel more comfortable 
investing here. 

This is not just pandemic queasiness. Although the UK economy is service-led to some extent, it is not uniquely 
disadvantaged by the fallout effects of Covid-19. And indeed, the government’s support schemes such as Eat Out to 
Help Out have focused on supporting the more vulnerable services element of the economy. 

 

Should we blame Brexit? Last year, we saw a similar spell of despondency when international investors shunned 
British shares ahead of the withdrawal deadline. Once they realised the world wouldn’t end, UK mid-caps bounced 
back very strongly. 

We’re back there again. Global fund managers are at their gloomiest, in terms of an underweight to UK equities, in 
two years, according to the most recent update of a monthly survey by Bank of America. 

There’s no guarantee history will repeat itself. But it seems reasonable to assume that current fears will subside as 
the usual brinkmanship around EU negotiations results in an agreement of sorts, and that UK share prices will rally. 

One chart, from Peel Hunt, captures the story from a different angle. It shows analysts’ consensus for increases in 
earnings per share for certain markets. The FTSE 250 is forecast to recover with more gusto than other major 
markets, shown below. 

World markets: 2022 EPS growth 

 

 

Source: Peel Hunt, IBES. The forecasts included should not be relied upon, are not guaranteed and are provided as at the date 
of issue. Forecasts and assumptions may be affected by external factors and are subject to change. 
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Valuations are also worth considering. UK small and medium-sized stocks trade at a discount of around 25% to 
similar stocks globally, based on a blend of valuation yardsticks including price-to-earnings and price-to-book. 

Regardless of whether confidence returns, we’re focused on a certain characteristic of the market – the “homebody 
economy”. 

Why the “homebody economy” is flourishing 

The term will be familiar to those in the US; less so elsewhere. It is the increased shopping, studying, working and 
entertainment we’ve all been doing at home during lockdown.  

“Homebody” is no longer considered a derogatory word; it reflects a trend that’s widespread, growing, and a force to 
be reckoned with. Most importantly, you can get plenty of exposure to it in the UK, through underappreciated 
technology or technology-enabled growth companies, and their enablers. 

You will have noticed these trends yourself – the boom in pet ownership, for instance, thanks to the likely new normal 
of two or three days a week working from home. This shift in pet ownership has been a boon to Pets at Home, an out-
of-town superstore for pet owners. 

The increase in gaming has also been widely reported. With non-existent commutes and more time available at home, 
many people are spending more of their wages on entertainment. It’s not just desktop gaming either; table-top gaming 
has flourished too. 

The likes of Warhammer, a table strategy game previously associated with pre-teen boys, has seen demand soar. Its 
owner, The Games Workshop, has reaped the benefits. 

Refurbishment is another trend that may resonate with anyone who has sat at home long enough to notice the rooms 
in dire need of a makeover. As a result, retail park-based companies such as DFS, a furniture chain, and Dunelm, a 
specialist in affordable and well merchandised homewares and furnishings, have seen demand rise.  

All this increased working from home is only made possible by good connectivity and reliable “kit” however. 
Homeworkers are at the whim of technology, so companies providing infrastructure and support have naturally thrived 
amid the homebody digital economic boom. 

Examples include under-appreciated UK tech companies such as Computacenter (which seems to keep upgrading its 
earnings forecasts) and Softcat. 

Other trends are less obvious. The increase in stock market trading has been helpful to online trading companies. 
This is the result of a section of the population, having more time (and privacy!) to dabble, more money after saving 
on travel costs, and the inspiration of a breathless rally for high-profile stocks, such as Apple, Amazon and Tesla. 

Digitally advanced UK online financial spread betting companies IG Group and CMC Markets, for example, have 
significantly expanded their audiences. 

And what of office stocks? Well, these can benefit from an increasingly digital world too. IWG, the largest flexible 
office space platform, is well placed to respond to what is likely to be a rapidly evolving backdrop, with employees 
mixing and matching working from home alongside collaboration sessions in the office. 

Much rests on which of these trends hold. The government has told us to go back to the office. But changes which 
were already happening have been accelerated by the pandemic. 

The shrewd investor must judge the extent to which they will persist. Only then does assessing the long-term winners 
and losers become possible. 

 

 

 

 

 

 

 

Important information: 

This information is not an offer, solicitation or recommendation to buy or sell any financial instrument or to adopt any investment strategy. 
Information herein is believed to be reliable, but we do not warrant its completeness or accuracy. No responsibility can be accepted for 
errors in fact or opinion. The material is not intended to provide, and should not be relied on for accounting, legal or tax advice. Reliance 
should not be placed on any views or information in the material when taking individual investment and/or strategic decisions. Any 
references to securities, sectors, regions and/or countries are for illustrative purposes only and should not be considered as a 
recommendation to buy or sell. Past performance is not a guide to future performance and may not be repeated. The value of investments 
and the income from them may go down as well as up and investors may not get back the amounts originally invested. Exchange rate 
changes may cause the value of any overseas investments to rise or fall. This content is issued by Aspect8 Limited, registered address: 
Holmwood, House, Broadlands Business Campus, Langhurstwood Road, Horsham, West Sussex, RH12 4QP, number 07572431. Aspect8 
Limited is a member of Best Practice IFA Group Ltd which is authorised and regulated by the Financial Conduct Authority FCA No. 227247. 

 


