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Town Sports International [CLUBQ]
Planet Fitness [PLNT]
Gym Group [GYM]
Tandem Group [TND]
JD Sports [JD]
Peloton [PTON]
Lululemon [LULU]
Nike [NKE]
The Hut Group [THG]

H

ealth and fitness stocks
have been a popular way
for investors to give their
portfolios some muscle. After
all, the business of looking
good and keeping in shape has
created a multibillion-dollar
wellness craze that’s turned
a healthy profit for many investors in recent years.
How and where people stay fit and healthy has
drastically changed since the coronavirus pandemic,
with more and more people getting sweaty in their
homes rather than the gym. Which stocks have swiftly
adapted to the growing workout-at-home scene in
2020 and come out on top?

Limeade [LME]
Total Brain [TTIB]
Global X Health & Wellness Thematic ETF [BFIT]

From spandex-clothed fitness
instructors on VHS to Lululemondonning influencers on apps, home
workouts have come a long way
over the decades. As the health
and fitness industry reinvents itself
in the wake of the pandemic, which
stocks are leading the change?
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BILLION

Annual
revenue of the
global fitness
market in 2019

 A TOUGH RUN
Eating healthily, staying active and losing weight
are all popular resolutions for the new year — it’s
sticking to them that’s the challenging bit. However,
identifying the right health and fitness stocks to add
to a portfolio can be equally tricky.
Not only are fitness fads fickle but, since
COVID-19, the whole industry has had to reshape
itself. A lot of companies have accelerated their
digital transformation in response to global
lockdowns, while others have struggled to conform
with the “new normal”. Those that have successfully
adapted have posted some of their best sales on
record, and seen share prices rise to all-time highs.
However, no health and fitness stocks have
decreased more than gym and fitness groups. At
the end of 2019, the global fitness and health club
industry’s revenue stood at nearly $96.7bn annually,
up from $94bn in 2018, according to a report by
the International Health, Racquet & Sportsclub
Association (IHRSA). Gym clubs were said to be
on track to hit 230 million members by 2030, up
from 183 million in 2019.
That projected growth was stopped dead in its
tracks at the start of 2020. No one in the industry
expected the sheer scale of the viral outbreak, which
has dented membership numbers and squeezed
revenue. The IHRSA report showed the US led the
way in the global fitness market with 64.2 million
members and revenue of $35bn or 36% of the world’s
total. However, that growth seemingly halted overnight,
after a survey by online broker TD Ameritrade
revealed that 59% of respondents didn’t plan to renew
their gym membership after the pandemic ends.
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“From an investment
perspective, Gym Group
looks a risky play, with
losses almost certain this
full fiscal year and the
outlook very uncertain”
b Ben Hobson, Stockopedia

 THE LAST STRETCH
The impact of COVID-19 has led to a number of
fitness chain operators being upended. Take the
case of Town Sports International [CLUBQ], which
ran 185 clubs at the start of 2020. The Delawareheadquartered company posted revenue of $98.08m
in the first quarter of 2020, down 15% from the
previous quarter. Its net loss of $136.32m for the three
months to the end of March also widened compared

46%
GLOBAL
RISE

in fitness app
downloads
from Q1 to
Q2 2020

THE STATE OF FITNESS
COVID-19 has impacted almost every aspect of our life, and our
workout routines are no exception. Across the globe, more and
more people are working out at home — but which areas of the
market are seeing the most growth?

to a loss of $3.33m in the previous quarter.
In June, the fitness chain operator warned it faced
the threat of going bankrupt. It filed for bankruptcy
on 14 September and, since then, the share price has
traded at all-time lows — it tumbled 96.1% between
2 January and 30 September. In a press statement,
Town Sports International said it was looking to
restructure its finances so it could effectively respond
to pandemic-related challenges, with the goal of
emerging as a “thriving powerhouse” in the industry.
It’s also been a challenging period for the
largest fitness club franchiser, Planet Fitness
[PLNT]. Revenue for the three months to the end
of September was $105.4m, down 36.8% from the
$166.8m posted in the third quarter of 2019. Although
the company beat its revenue expectations, it missed
its earnings per share target by more than 80% for
the second time in a row. Throughout the year,
the company beat earnings estimates two times,
according to data from Zacks Equity Research.
However, a significant part of what makes Planet
Fitness attractive to gym-goers, compared to fitness
chain operators like Town Sports International, is its
low-cost model. Memberships are as cheap as $10 a
month or $39 a year. But with US gyms being forced
to close their doors for the best part of the
last six months, and members cancelling plans,

SOURCE: STATISTA
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You are
what you eat
Other areas of the health
and fitness market have been
flexing their muscles during
the pandemic. These include
health food and nutrition
companies, with a significant
increase in sales of vegan
products and supplements.
Stockopedia’s Ben Hobson
says the recently IPO’d The
Hut Group [THG] is a stock to

watch. The ecommerce giant
is responsible for dozens of
brands, including Myprotein,
which makes it an interesting
play, albeit speculative. “In
the current climate, it doesn’t
come with all the problems
that have been facing brickand-mortar retailers,” he says.
The rise in health and wellness
stocks since the pandemic
has helped push up the
performance of funds too. The
Health & Wellness Thematic ETF

[BFIT] had JD Sports Fashion,
Lululemon, Nike, Puma [PUM.
DE] and Herbalife [HLF] in its
top 10 holdings at the time of
writing. Although the fund was
fairly flat between the start
of 2020 and end of October,
it ended the year up 18.1%.
While the ETF’s dip earlier
in the year was bigger and
deeper than the S&P 500’s, its
recovery has been impressive.
In comparison, the S&P 500
gained 16.2% last year.

195p-a-share float price in November 2015.
“Obviously, this [fitness] market has suffered very
badly as a result of COVID-19. From an investment
perspective, Gym Group looks a risky play, with losses
almost certain this [full fiscal] year and the outlook
very uncertain,” Ben Hobson, investment strategies
editor at Stockopedia, told Opto.
Gym Group’s share price halved during the first
three quarters of 2020, but it recovered from its
March market sell-off to gain more than 200% on
its 52-week low of 75p by the start of December.

“JD is one of the more
attractive businesses in
and around this space”
b Ben Hobson, Stockopedia

profits have rapidly dwindled.
The company’s share price fell 17.5% from the start
of 2020 through to the end of September. The stock
ended the year up just under 4%.
It’s a similar story for the UK’s favourite lowcost, no-contract fitness chain Gym Group [GYM.L].
By the end of June, it had lost 178,000 — or one
in five — members during the lockdown, despite
freezing payments while sites were closed. Revenue
for the first six months of the year was £37.2m, down
49.7% year-over-year. The company reported a loss
of £26.9m, after having posted a profit of £5.5m in
the year-ago quarter. The share price hit an all-time
intraday low of 75p on 23 March, down 61% on its

59%
Of TD
Ameritrade
survey
respondents
not renewing
their gym
memberships

 B UILDING A
HOME GYM
Hobson also highlighted personal fitness equipment
as a segment of the market that had seen an
acceleration in sales during 2020 due to the closure
of gyms. Demand for sports and leisure equipment
such as dumbbells, yoga mats and jump ropes soared
during the year. As a result, he believes Tandem
Group [TND.L], a UK retailer of sporting products,
is a stock to watch.
“While Tandem is a micro-cap, it’s on a relatively
low multiple with a track record of earnings growth
and solid momentum behind it,” Hobson says. The
company’s market cap stood at £26.7m in early
January, with a price-to-earnings ratio of 9.08. In the
six months ended 30 June, Tandem’s earnings grew
a whopping 632% year-over-year to 22.7p. The share
price of the sporting equipment retailer also grew in
2020, rising 190.6%.
Enthusiasm for at-home fitness equipment and
outdoor activities has also helped companies like JD
Sports [JD.L] offset weakness from store closures.
The UK retailer was able to retain revenues from the
5
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year-ago period during the first six months of the
year. For Hobson, the stock is in a good shape.
“JD is one of the more attractive businesses in and
around this space. It’s priced on a higher multiple to
rivals like Frasers [FRAS], but it has a much stronger
earnings growth outlook. [Tandem] hasn’t been
immune to the effects of lockdown. However, its
high-quality focus gives it a solid balance sheet and
makes it very cash generative,” he adds. Although JD’s
share price climbed just 2.6% in 2020, the stock was
up 213.8% at the end of year from its March market
sell-off low of 274.70p.

 WEAT-FROM-HOME
S
LIFESTYLE STOCKS
With people unable to use gym memberships, the TD
Ameritrade survey found that 56% of 2,009 adults
surveyed said they were looking for cheaper and more
suitable ways of keeping fit and staying active.
Dr Thomas Falda-Buscaiot, senior training

“Without a doubt, lockdowns
have had a phenomenal and
positive impact on the health
and fitness market’s growth”
b Thomas Falda-Buscaiot, Freeletics

Rebalance with
mindfulness stocks
The link between stress and our
health is well-documented. It’s
why millions of people looked to
keep their mind, as well as their
body, in shape while spending
long periods of time indoors
during global lockdowns.
“Our research has found
that [app] user engagement
has, at times, been three times
higher than the pre-pandemic
level. People have been not
only working out more, but
also using features that

promote mindfulness. They’ve
realised the importance of
mental strength,” Dr Thomas
Falda-Buscaiot told Opto.
Health and wellbeing
stocks have had a mixed time
since the pandemic started.
Limeade [LME], which provides
employee engagement and
wellness software, had been
flat since it debuted on the
Australian Securities Exchange
in December 2019. However,
after posting impressive revenue
gains in recent quarters, shares
in the company gained 29.1%
from its March market sell-off

low (through to the end of 2020).
In contrast, Total Brain [TTB]
— a mental health and brain
performance platform also listed
in Australia — saw its share price
tumble 61.9% in 2020. Despite
a high-profile partnership with
IBM announced in 2019 and a
48% revenue increase in the 12
months to the end of June 2020,
net losses over the past few
years have hampered the stock.
While there have been more
than 2,000 mindfulness and
meditation apps launched in
recent years, two prominent
names have led the way.
Calm and Headspace —
which are both private —
account for about 80% of
total revenue, according to
data by Sensor Tower.
“We’re both growing the
sector. This is such a huge
market, there’s going to be
room for a few different
winners,” Michael Acton Smith,
co-founder and co-CEO of
Calm, says. Watch this space.
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experience manager at artificial intelligence-based
fitness app Freeletics, says that research conducted
by the Berlin start-up found that the average amount
of money being spent on basic gym and fitness
equipment in the US was $95 per person. In
Germany, it was €52 per person.
“Without a doubt, lockdowns have had a
phenomenal and positive impact on the [health and
fitness market’s] growth. And, with gyms closed,
more people have been prioritising their health and
working out from home,” Falda-Buscaiot told Opto.
“What we’ve seen is a high innovation density and
a rapid acceleration in the market for digital fitness,
as well as growing interest and acceptance of digital
fitness solutions.”
The main beneficiaries of the workout-at-home
boom are US stocks such as Peloton [PTON],
Lululemon [LULU] and Nike [NKE]. With millions
spending more time at home, these companies’

56%

Of respondents
are looking for
cheaper ways
to stay fit

“What we’ve seen is a highinnovation density and a
rapid acceleration in the
market for digital fitness”
b Thomas Falda-Buscaiot, Freeletics

products and services, including connected bikes,
virtual gym class subscriptions and high-end
sportswear, have seen soaring demand.
In the three months to the end of June, Peloton
recorded its first ever quarterly profit. The connected
fitness company brought in $607.1m in the fourth
quarter of its fiscal year, up a phenomenal 172% on
last year’s revenue of $223.3m. It made a profit of
$89.1m, having made a loss of $47.4m in the year-ago
quarter. By the end of the quarter, Peloton had more
than 1.09 million subscribers to its connected fitness
service, up 113% from a year earlier.
In a move designed to entice even more consumers
to purchase its products and subscriptions, Peloton
reduced the price of its signature exercise bike by
15% to $1,895, a change that was rolled out in the US
in September (a similar price cut followed in the UK,
from £1,990 to £1,750). The company launched its
long-awaited treadmill at the same time.
For the full fiscal year 2021, Peloton has forecast
subscriptions to almost double to between 2.05
million and 2.10 million. Total revenue is expected to
be between $3.5bn and $3.65bn, which would continue
its trend of doubling its yearly revenue: $1.8bn in
2020, $915m in 2019 and $435m in 2018.
Peloton’s share price soared an incredible 434.2%
in 2020. It had skyrocketed 757.2% from its 52-week
low of $17.70, which it dropped to in March.
As for Lululemon, its revenue of $902.9m for the
three months to 2 August was a mere 2% year-overyear increase and its net profit was $86.8m, down 30%
from 2021’s second quarter profit of $125. Despite

PELOTON OUTPACES GYMS
The company’s exercise bikes and
streaming classes gave gyms a run
for their money in 2020.

SOURCE: TradingView 11.1.21
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PUMPED UP
While Lululemon is not a pureplay on the exercise-at-home
craze, its athleisure apparel has
proved popular among investors.
Both Lululemon and the Global X
Health & Wellness Thematic ETF
[BFIT] outperformed the broader
market in 2020.

LULULEMON [LULU]
S&P 500 [SPX]
HEALTH & WELLNESS
THEMATIC ETF [BFIT]
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the fall, however, the Vancouver-based company
did post a positive earnings surprise of 32.14%,
according to Zacks. It also saw online sales rise 157%
year-over-year in the face of store closures across
North America during the pandemic.
Lululemon is best known for being a yoga and
activewear specialist, but in a bid to move into the
connected fitness space dominated by Peloton, it
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Peloton’s first
ever profit in
Q4 FY21
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acquired home fitness start-up Mirror for $500m in
June. Lululemon’s share price rose by 50.2% in 2020,
while the stock was up 170.1% at the end of the year
from its March low.

A HEALTHY INVESTMENT
While the pandemic has changed the way people
keep fit, there is also the risk that gyms could become
obsolete. A recent JPMorgan report, called Moving
the Fitness Industry in a New Direction, explored the
technology trends shaping the health and fitness
industry and found there was a growing appetite for
digital subscriptions and virtual classes.
“More [health and fitness] companies are adopting
a subscription model because more consumers are
favouring access [to equipment and services] on a
recurring, on-demand basis over outright ownership.
It’s cheaper and more convenient,” a member of the
JPMorgan research team tells Opto.
Doug Anmuth, senior equity analyst and head of
internet research at JPMorgan, who co-led the report,
argues that what makes Peloton a huge success is its
control over an entire member’s journey. Consumers
can buy a bike, then choose whether to take out a
monthly membership – the only downside is not
having access to live performance metrics. The
membership can also be paused or cancelled at any
time. Given the price and life cycle of a smart bike,
the majority of consumers will be making a one-off
purchase, although repair costs may also be incurred
9
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HEALTH & WELLNESS THEMATIC
ETF [BFIT] HOLDINGS

The BFIT fund is designed to give investors
exposure to companies that facilitate physical
wellness through active and healthy lifestyles.

over time. As a result, the next battleground could
become the virtual classes and content on offer,
rather than the hardware itself.
Anmuth expects companies will redirect resources
to creating new content and features. Fresh content
will become even more critical as more and more
rival innovators move into the same space.
The focus on streaming virtual workouts and
classes could see technology companies muscle
their way into the health and fitness space too. In
September last year, Apple [AAPL] announced its own
at-home-workout platform, Fitness+, in a move that
experts predict would rival Peloton. Following the
news, Peloton’s share price sharply dropped before
quickly rebounding. In a statement, the company
said it welcomed friendly competition.
As industry stalwarts look to tap into retail’s
next megatrend, the race is on for health and fitness
companies. A survey by media company aSweatLife
on the state of fitness in the US found that nearly 50%
of respondents did not use any form of digital fitness
before the pandemic. That completely changed
throughout the spring, when 86% respondents
said they were using some form of digital fitness,
indicating a complete shift in consumer behaviour.
The aSweatLife study concluded that digitising and
monetising online content will be key to converting
sweat into sales, and helping fitness stocks get even
stronger and healthier in the year ahead. b

*Leveraged ETFs are complex financial instruments that
carry significant risks. Certain leveraged ETFs are only
considered appropriate for experienced traders.

Li Ning

[2331.HK]

Anta Sports Products

[2020.HK]

4.143%

Lululemon Athletica

[LULU]

3.527%

Puma

[PUM.DE]

3.381%

JD Sports Fashion

[JD]

3.258%

Shimano

[7309.JP]

3.177%

Herbalife Nutrition

[HLF]

3.156%

Nike

[NKE]

3.106%

VF Corporation

[VFC]

2.942%

Feng Tay Enterprises

[9910.TT]

2.918%

Adidas

[ADS.DE]

2.861%

Topsports

[6110.HK]

2.761%

Planet Fitness

[PLNT]

2.572%

Dexcom

[DXCM]

2.571%

Gildan Activewear

[GIL.CN]

2.519%

Columbia Sportswear

[COLM]

2.331%

ABC-Mart

[2670.JP]

2.317%

Peloton Interactive

[PTON]

2.266%

Skechers

[SKX]

2.194%

Foot Locker

[FL]

2.095%

Danone

[BN FP]

2.031%

Hain Celestial Group

[HAIN]

1.899%

Giant Manufacturing
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Dick’s Sporting Goods

[DKS]
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Glanbia

[GLB.L]
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Yue Yuen Industrial

[551.HK]
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Yakult Honsha
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Frasers Group
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Asics Corp
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Pou Chen
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Under Armour

[UAA]
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[8111 JP]
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Sanderson Farms

[SAFM]
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Nu Skin Enterprises

[NUS]
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Merida Industry

[9914 TT]

1.273%

Tsumura & Co

[4540 JP]

1.194%

Fila Holdings

[081660] KS]

1.179%

Sprouts Farmers Market

[SFM]

1.16%

Ariake Japan

[2815 JP]

1.115%

Technogym Spa

[TGYM MI]

1.026%

Medifast

[MED]

0.986%

Basic-Fit

[BFIT NA]

0.95%

Prestige Consumer Healthcare

[PBH]

0.885%

WW International

[WW]

0.859%

Cal-Maine Foods

[CALM]

0.836%

Healthcare Services Group

[HCSG]

0.831%

Fitbit

[FIT]

0.819%

Usana Health Sciences

[USNA]
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[8114.JP]
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4.246 %
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