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Figure 1. Housing Crisis 2026—report cover and framing

Key takeaway: Our view is that housing is in a liquidity freeze rather than a credit-led collapse, and that REIT discounts
reflect fear more than balance-sheet reality.

1. Executive Summary: The Anatomy of a Frozen Market

As we look across the American housing landscape in early 2026, we see a market that is not
collapsing, but frozen—what we describe as a “cryogenic state.” Unlike the credit-driven crash of
2008, today’s crisis is defined by a paralysis of liquidity and a breakdown in price discovery. The
market is starved of transactions, not value. Prices are not free-falling; instead, they are suspended
above a structurally constrained pool of buyers and sellers (see Figure 2).
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The Executive Verdict: Paralysis, Not Crash

The Trap:
Liquidity Paralysis

80% of mortgages are locked
under 6%. Turnover is at a
1990s low (2.8%). The
market is frozen, creating a
supply vacuum.

STRATEGIC PIVOT: Accumulate Residential REITs and defensive renovation plays ($HD).
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The Threat:
Populist Noise

Trump's rhetoric against
institutional investors is 80%
politics, 20% action. Real risk
is limited to ‘guidance’, not
totalotal bans.

Avoid Florida-concentrated assets.

The Opportunity:
Arbitrage Window

Quality REITs ($INVH) trade
at ~24% discount to NAV.
Market fear has detached
price from fundamental
value.
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Figure 2. Executive verdict—paralysis, populist noise, and the REIT arbitrage window

Key takeaway: We see a market starved of transactions, with populist rhetoric distorting sentiment while quality
residential REITs remain mispriced relative to underlying assets.

At the center of this dynamic is the “Lock-in Effect.” Roughly 80.3% of U.S. homeowners are
“trapped” in mortgage rates below 6%, and 52.5% enjoy rates below 4%. With the current 30-year
fixed mortgage at 6.11%, the average homeowner would face about a 40% jump in their monthly
payment just to move across the street. This financial penalty has built a powerful barrier to
mobility, suppressing inventory and creating a false floor under home prices (see Figure 3).

Anatomy of a Freeze: The ‘Lock-In’ Effect
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Figure 3. The lock-in effect—mortgage rate distribution and the payment-shock barrier
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Key takeaway: With 80.3% of homeowners below 6% and 52.5% below 4%, moving at a 6.11% 30-year fixed implies
roughly a 40% payment shock, suppressing mobility and inventory.

Our MoatPeak thesis for 2026 is straightforward: the current REIT discount represents a
generational entry point, not a value trap. While populist rhetoric increasingly casts institutional
landlords as the villains behind unaffordable housing, the fundamentals tell a very different story.
In the single-family REIT sector, we see roughly a 24% discount to Net Asset Value (NAV), a sign
that fear has decoupled from balance-sheet reality.

Within this environment, our decision engine highlights three critical insights. First, the Built-to-
Rent (BTR) loophole is drawing institutional capital away from politically sensitive existing-home
portfolios and into newly built rental communities, allowing investors to sidestep anti-REIT
narratives while still capturing yield. Second, the Sunbelt signal —with Florida’s foreclosure rate at
0.43%—is an early warning that regional stress is building, even as national aggregates remain
deceptively calm. And third, we see a sharp valuation gap between the heavy-volume wholesale
mortgage model of SUWMC and the more annuity-like servicing model of $RKT, which the market
is only beginning to price appropriately.

We believe this domestic stagnation in housing is now a primary drag on U.S. credit velocity, and
its ripple effects are actively reshaping the broader global financial architecture.

2. Impact on U.S. Markets: Equities, Bonds, and the Dollar

Housing remains the strategic engine of U.S. consumer sentiment. For most American households,
their home is their core store of wealth, and as housing activity grinds to a halt, the emotional and
financial spillover into other asset classes intensifies. We see an unprecedented link between
housing metrics and equity volatility, with the S&P 500’s sensitivity to weekly mortgage
application data emerging as a defining market correlation of 2026.

In fixed income, $TLT and $IEF yields are increasingly shaped not only by Fed policy, but by the
administration’s move toward what we call “QE-lite.” By authorizing an additional $200B in
Mortgage-Backed Securities (MBS) purchases via Fannie Mae and Freddie Mac, the White House is
actively trying to pull mortgage rates lower without formal Fed coordination. This creates a
reflexive loop: market stress begets policy intervention, which in turn alters risk perception and
capital flows (see Figure 4).
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The Thaw Catalyst: The 6% Threshold & MBS Stimulus

Jan 8, 2026 Feb 10, 2026
@ L 4
Admin announces ~$200B Rates drop from 6.7% to 6.11%
MBS buyback program

- THE MAGIC NUMBER
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Figure 4. The thaw catalyst—MBS support and the 6% threshold

Key takeaway: Policy-driven MBS support is a key channel for easing mortgage rates; a move toward the mid-5% range
would be the clearest signal of transaction thaw.

For the U.S. Dollar, this reflexivity is translating into a more complex path. On one side, the dollar
retains its safe-haven appeal amid global uncertainty. On the other, the inflationary impulse from
subsidized mortgage credit and quasi-fiscal MBS support puts structural pressure on long-term
real rates and complicates FX dynamics.

Weekly Market Pulse (As of February 10, 2026)

Indicator Current Value Sector Sentiment
30-Year Fixed Mortgage 6.11% Neutral/Stable

Fed Funds Rate 3.50% - 3.75% Cautious

Real Estate (REITs) -16.2% to NAV Undervalued Opportunity
Technology (Nasdaq) Premium Pricing Momentum-Driven

As domestic liquidity remains constrained, we are now seeing the global capital cycle respond—
sometimes violently—to these U.S.-driven distortions.

3. Impact on Europe and Global Markets

The U.S. mortgage market functions as a leading indicator for global liquidity and commodity
demand. When American housing slows, global demand for inputs—timber, copper, steel,
energy—inevitably softens. Today’s frozen U.S. housing market is already reverberating through
European industrial indices and the earnings outlook of commodity exporters.
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At the same time, we see the United States effectively exporting its inflation through its “QE-lite”
MBS program. As the administration pushes U.S. mortgage yields down, policy divergence with
other central banks widens. This divergence is increasingly visible in FX markets, where the Euro
and British Pound are under structural strain.

Within the global Capital Cycle, we see investors reassessing political risk in U.S. residential real
estate. Capital is gradually rotating out of politically exposed U.S. residential secondary markets
and into higher-yield, defensive sectors that can better withstand prolonged periods of elevated
rates. In this environment, we believe “Quality Compounders”—businesses with durable moats,
strong balance sheets, and the ability to compound earnings through cycles—will be the primary
beneficiaries while U.S. residential markets absorb a forced, multi-year deleveraging.

4. Sectoral Movements and Tactical Tickers

The “Mortgage Wars” have now entered an advanced stage, and the market is starting to expose a
deep mispricing between the wholesale and retail lending models.

Consider the $UWMC vs. $RKT discrepancy. The market currently values $RKT at about a 7.4x
premium over $UWMC, even though $UWMC originated 38% more in loan volume ($139.4B vs
$101.2B). This apparent anomaly is rooted in business model evolution, not in market irrationality
alone. $RKT’s strategic pivot into servicing, reinforced by its acquisition of Mr. Cooper, has
transformed the company into the #1 mortgage servicer in the U.S. with roughly a $2.1T servicing
portfolio. While $UWMC remains a high-operating-leverage volume play with a 917% Debt-to-
Equity profile, $RKT has built something closer to a FinTech annuity, emphasizing recurring, fee-
based, and servicing-driven cash flows over pure originations (see Figure 5).

The Mortgage War: UWM ($UWMC) vs. Rocket ($RKT)

Loan Volume ($B) Valuation Premium
$139B 7.4x Premium

$101B

1.0x
UWM RKT RKT UWM
Strategy: Wholesale Leader. Strategy: Retail Ecosystem.
High Leverage (917% DJ/E). Massive Servicing Portfolio ($2.1T).
The ‘Lottery Ticket’' on rate drops. The ‘Quality Compounder’. AN

Llalla S
Figure 5. Mortgage wars—valuation gap between $UWMC and $RKT business models

Key takeaway: The market’s pricing reflects business-model evolution: $RKT’s servicing-heavy profile is closer to an
annuity, while SUWMC remains a high-operating-leverage volume play.
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We see a similar sentiment versus fundamentals split in Invitation Homes ($INVH), what we call
the “Trump Discount.” Here, populist messaging has meaningfully disconnected perception from
intrinsic value. Our NAV work shows $INVH owning 86,139 homes with a Gross Asset Value of
$30.15B. After subtracting $8.05B in net debt, we arrive at an NAV of $22.1B, but the equity market
values the company at only about $16.8B. In other words, $INVH trades at a ~24% discount to
NAV, despite the replacement cost of its homes—$400k+ per unit—sitting well above the current
implied value. We see this as a classic case where politics has overshadowed math (see Figure 6).

Asset Focus: Invitation Homes ($INVH)

V e .
24% piscount ¥ Al The Political Hedge

¢ Institutions own <1%

+$5.3B $22.1B of US homes.

e Trump’s “Ban” likely
ends as guidance,
not law.

$16.8B

o “Built-to-Rent” (BTR)
communities are
EXEMPT from
executive order.

Current Market Cap Valuation Gap Net Asset Value (NAV) d\)
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Figure 6. Invitation Homes ($INVH)—NAV discount and political overhang

Key takeaway: Our NAV work implies a material discount versus intrinsic value, with politics overshadowing math and
creating what we view as a mispricing opportunity.

Against this backdrop, we view $HD (Home Depot) as a “Quality Compounder” with a more
resilient risk-reward profile than many homebuilders such as $DHI or $LEN. The Lock-in Effect is
keeping owners in place, forcing them to renovate rather than relocate. With roughly 50-60% of its
revenue coming from professional contractors, and with the U.S. housing stock aging (median age
approaching 40 years), $HD is well positioned to capture “deferred maintenance” and remodeling
demand as households invest in their existing properties (see Figure 7).
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The ‘Pick and Shovel’ Play: Home Depot ($HD)

=
Key Metrics:

N Valuation: ~26x P/E
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Figure 7. Home Depot ($HD)—‘renovate rather than relocate’ quality compounder

Key takeaway: The lock-in effect keeps owners in place and supports renovation demand; we prefer $HD’s resilient
risk-reward versus more rate-sensitive homebuilders.

5. The “Grey Rhinos”: Underestimated Signals

We believe the greatest risk in 2026 is the tendency to dismiss localized stresses as noise rather
than as “grey rhinos”—highly visible, but underappreciated threats.

Florida has become our “Laboratory of Crisis.” The state now leads the country with a foreclosure
rate of 0.43%, ahead of Delaware (0.42%), South Carolina (0.41%), and Illinois (0.40%). This is not
a statistical curiosity; it reflects a structural insurance shock. In some regions, annual premiums
have surged from around $1,200 to $4,500, putting acute pressure on homeowner cash flows and
debt service capacity (see Figure 8).
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Regional Spotlight: Florida as the Crisis Lab

Foreclosures (Vn‘early 2x National Avg)
INENrancs Premiums Tripled
($1,200 to $4,500/yr)
o v,—‘o‘Jacksonville Central FL prices
Tampa@ ) Inventory - 20,
“O Miami correcting 207%+
RISK ASSESSMENT

Probability 55-60% of Florida becoming the epicenter of a 2026 regional crisis.
RED FLAG for any bank/REIT with >30% exposure to FL markets.
(f/l\\\)
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Figure 8. Florida as the ‘Laboratory of Crisis’—foreclosure and insurance stress

Key takeaway: We treat Florida’s elevated foreclosure signal and the insurance shock as a visible ‘grey rhino’ that could
broaden from regional stress into a wider credit event.

At the same time, we are seeing “Lock-in Erosion” accelerate. In Q3 2025, the share of borrowers
with mortgage rates above 6% finally surpassed those with sub-3% mortgages. The famed “Golden
Handcuffs” are no longer unbreakable. Life events—divorce, death, job changes, and necessary
relocations—are forcing transactions, even at painful rate differentials. While the broader market
has largely shrugged off the 14% increase in national foreclosures (from 322k to 367k), we treat
this as an important sign that the liquidity squeeze is approaching a tipping point.

6. MoatPeak Scenarios and Probabilities (2026-2027)

In a populist environment, effective portfolio management requires disciplined, probabilistic
thinking rather than reactive headline trading. We frame the next 18-24 months through three
primary scenarios: (see Figure 9).
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Strategic Scenarios 2026-2027

Scenario A: Populist Scenario B: Market Scenario C: The
Tailspin (25%) Normalization Great Unlock (25%)
(50% - BASE)
« Trigger: Hard bans, « Trigger: Rates <5.5%,
Florida crash. « Trigger: Soft guidance, Portable mortgages
« Action: Cash & rates 5.6-5.9%. active.
Treasuries. » Action: Long « Action: Aggressive
Residential REITs, Long (Leveraged
Accumulate $HD. REITs, UWM).
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Figure 9. Strategic scenarios 2026-2027—Dbase case vs. tail risks

Key takeaway: We frame 2026-2027 through three scenarios; our base case assumes rhetoric exceeds policy,
supporting a gradual thaw and a narrowing of REIT NAV discounts.

Strategic Outlook 2026-2027

Scenario Probability Description Key Triggers
Federal bans on
Anti-REIT 1 ;
A: Populist Spiral 25% institutional buying; tax m aws pass
) $INVH falls to
penalties for REITSs.
Fed cuts to 3.25%; MBS
B: Normalization 50% Base Case. ed cuts to , _AJ ,
buybacks stabilize yields.
Portable mortgages; Rapid adoption of
C: The Great Unlock 25% 401(k) liquidity; portability; SUWMC
turnover spikes to 5%. surges to

Our base case (Scenario B) rests on the assumption that the administration’s housing agenda will
be roughly 80% rhetoric and 20% substantive policy. Under this path, we expect a gradual thaw in
housing liquidity rather than an abrupt regime shift. Prices may not collapse, but discounts to NAV,
especially in REITSs, should narrow as policy stabilizes and rate expectations moderate.

7. MoatPeak Insights: The Interpretation Layer

To consistently generate alpha in this environment, we must look through the headlines and
analyze how capital is actually moving.

Applying Capital Cycle Theory to the Built-to-Rent (BTR) segment, we see that major institutional
players such as Blackstone and $INVH are not abandoning U.S. housing. Instead, they are migrating
to less politically exposed territory. By focusing on new BTR communities, they sidestep the “Wall
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Street is buying your neighborhood” narrative, while still capturing structurally higher rental
yields.

We also caution against the seductive simplicity of some proposed “solutions.” The 50-year
mortgage is a prime example. Framed as an affordability tool, it functions in practice as an interest-
only loan in disguise. Our calculations show that a borrower on a 50-year term will pay roughly
86.5% more in total interest than on a traditional 30-year loan—effectively paying $1.2M for a
$415k home. This structure risks creating a new class of “perpetual renters with deeds”:
homeowners in name, but with negligible equity build for decades (see Figure 10).

Trump’s ‘Innovations’: Panacea or Populism?

Proposed Policy Probability Reality Check

Disrupts MBS market structure.
Portable Mortgages 20-25% Likely limited to small pilot
programs only.

Creates “Financial Slavery”. Total
50-Year Mortgage <10% payments increase by +$387k. Toxic
asset class.

Likely limited to $50k penalty-free
401(k) Unlock 40-50% withdrawal. Short-term demand
boost, long-term risk.
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Figure 10. Policy proposals—portable mortgages, 50-year terms, and 401 (k) liquidity
Key takeaway: We focus on second-order effects: some proposals may catalyze turnover, while others (notably
extended terms) risk worsening affordability through higher lifetime interest.

Finally, we believe it is critical to anchor the debate in facts, not narratives. Institutional owners
control less than 1% of the total U.S. housing stock. The widespread claim that “Wall Street is
buying all the homes” is statistically false, but has become a powerful political talking point.
Ironically, this myth has helped create the very valuation discounts in residential REITs that we
intend to exploit.

8. Strategic Implications for the Retail Investor

We view the 2026 housing environment not as a brief dislocation, but as a multi-year structural
shift. Positioning for it requires patience, balance-sheet discipline, and a willingness to lean into
mispriced fear.

From a conservative perspective, we favor building positions in $INVH in measured tranches, with
a price target of $33-$35 as NAV and market value converge. We also like accumulating $HD on
any weakness following the February 24th earnings report, given its leverage to renovation and
aging housing stock. On the rate side, maintaining exposure to 10-year Treasuries around 4.2% can
provide ballast and optionality if growth disappoints (see Figure 11).
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SINVH Investment Framework

BULL CASE (60% Probability)

BEAR CASE (40% Probability)

Politics fade, rates dip <5.5%.

$33-35

(+20-28% Upside)

Harsh legislation passes,
Florida exposure hurts.

$18-22

fll\\o
Invalidation Trigger: Strict Congressional ban on ownership passed (Probability <15%). <>
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Figure 11. $INVH positioning framework—range outcomes and policy sensitivity

Key takeaway: We favor measured accumulation of $INVH as discounts to NAV narrow, while treating anti-REIT policy
as the primary tail risk to monitor.

For more aggressive investors, we treat SUWMC as a high-risk, high-upside “lottery ticket” with a

price target of $6-$7, positioned to benefit meaningfully from a refinance wave if mortgage rates
retrace toward 5.5%. In addition, we see merit in a pair trade that goes long Residential REITs (e.g,,
$INVH) while shorting Office REITs (e.g., $BXP, $VNO) to capture the structural divergence
between resilient residential demand and the ongoing secular decline in traditional office usage

(see Figure 12).

Investor’s Portfolio Decision Checklist

Conservative Strategy

0

—— -

Buy $INVH in 3-4
tranches (Target <$27).

Hold Treasuries
(4.1% yield).

Avoid Florida
concentrations >30%.

Aggressive Strategy

Long $UWMC (5-7%
allocation) as rate-drop bet.

Pair Trade: Long Residential
/ Short Office REITs.

Sell Puts on $RKT
(Strike $18-19).
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Figure 12. Portfolio positioning checklist—conservative vs. aggressive expressions
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Key takeaway: Positioning should match risk tolerance: staged $INVH accumulation and Treasury ballast on the
conservative side, with selective higher-upside exposure in a rate-thaw scenario.

We are closely watching three core indicators as the next phase unfolds: MBA mortgage

applications as the earliest sign of rate-sensitivity normalization; ATTOM foreclosure data as a

gauge of whether the Florida pattern broadens into a wider credit event; and $HD’s February 24th

earnings as a real-time litmus test of consumer willingness to invest in their homes (see Figure 13).

Key Valuation Drivers & Sensitivities

Interest Rates

Every -50bps = +10%
to REIT NAV

Housing Turnover

If turnover moves 2.8% -> 3.5%
then $HD sales +4%

Regulatory

If ‘Ban’ becomes ‘Tax Incentive’
then $INVH re-rates +15%

MBS Spreads

If spreads normalize then
Mortgage lenders volume +20%
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Figure 13. Key valuation drivers—rates, turnover, regulation, and MBS spreads

Key takeaway: Across scenarios, the main transmission mechanisms are interest rates, housing turnover, regulatory
posture toward institutional ownership, and mortgage-market functioning.

Final Conclusion

Our core message to clients is that the current housing “crisis” is a crisis of liquidity, not a crisis of

fundamental value. Beneath the noise of populist narratives and policy posturing, we see an asset

class that is mispriced, under-owned, and structurally essential to the American economy.

By focusing on quality balance sheets, recognizing that the Lock-in Effect is gradually eroding, and
staying anchored in data rather than rhetoric, we believe we are well positioned to capitalize on

the inevitable thaw of the American housing market (see Figure 14).
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“The best opportunities appear
when prices reflect maximum
pessimism.” — Howard Marks

We are near the bottom of sentiment, but not yet at
capitulation. Be disciplined.
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Figure 14. Sentiment framing—maximum pessimism without capitulation

Key takeaway: We see current housing pessimism as a source of opportunity, but our approach remains disciplined and
scenario-driven rather than headline-reactive.
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Disclosures & Disclaimer

MoatPeak — Independent Research
MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to helping investors navigate complex
market regimes through scenario-based analysis, institutional synthesis, and disciplined risk frameworks.
Our research integrates insights from global investment banks, asset managers, and macroeconomic data sources, translated into
clear, actionable perspectives for long-term, strategic investors.
MoatPeak is not affiliated with any financial institution, broker-dealer, or asset manager.

Important Disclosures & Disclaimer
This report is provided for informational and educational purposes only and does not constitute investment advice, a
recommendation, an offer, or a solicitation to buy or sell any securities, financial instruments, or investment products.

All views expressed reflect the author’s judgment at the time of publication and are subject to change without notice. Past
performance is not indicative of future results. Investing involves risk, including the potential loss of principal.
MoatPeak does not provide personalized investment advice and does not consider the investment objectives, financial situation, or
specific needs of any individual reader. Readers are encouraged to conduct their own research and consult with professional advisors
before making any investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available sources and third-party
materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or timeliness of the information
provided.

Intellectual Property & Usage
© 2026 MoatPeak. All rights reserved.
This report, including its content, structure, analysis, charts, and visual elements, is the intellectual property of MoatPeak and may
not be reproduced, redistributed, or transmitted, in whole or in part, without prior written permission.
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Figure 15. Important disclosures and disclaimer

Key takeaway: This report is provided for informational and educational purposes only and does not constitute
investment advice.
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