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The Great Bifurcation

If you look at the headline data, the US economy appears to be a Ferrari. GDP is accelerating (4.3%),
unemployment is manageable (4.6%), and corporate earnings are robust.

But if you look under the hood, the engine has seized.

We are witnessing a phenomenon that explains the strange, suffocating "vibe" of 2025: The Immobilized
Economy. For decades, the defining characteristic of American capitalism was its dynamism—the ability of
labor and capital to move frictionlessly to their highest use. That dynamism has been replaced by a
pervasive, structural stasis.

The economy isn't crashing. It's just stuck.

The Golden Handcuffs: A Housing Market in Amber
The primary culprit is the "Lock-In Effect," a theme extensively covered by macro strategists at 3Fourteen
Research.

The math is brutal. Roughly 60% of outstanding US mortgage debt carries an interest rate below 4%. This
has created a massive wedge between the "embedded cost of capital" (what homeowners are paying) and
the "marginal cost of capital" (what they would pay if they moved).

The result is a frozen housing market. Inventory isn't just low; it is effectively nationalized by the
homeowners themselves.

The Seller Strike: Nobody can afford to sell. Trading a 3% mortgage for a 6.5% mortgage implies a 70%
increase in monthly payments for the same house.

The Buyer Blockade: Nobody can afford to buy. The "affordability gap" is the widest since the early 1980s.
This is not a "housing bubble" in the 2008 sense, because there are no forced sellers. It is a "housing

freeze." The market has simply ceased to clear. We have created a landed gentry of "Haves" (who are
trapped in their cheap debt) and a permanent renter class of "Have-Nots" (who are locked out).

Second Order Effect: The Productivity Drag

The most insidious consequence of this freeze isn't in real estate; it's in the broader labor market.

For forty years, the "American Dream" was geographic: You lose your job in Ohio, you move to Texas.
Today, that transmission mechanism is broken. You cannot move to Texas because you cannot give up
your mortgage in Ohio.

Recent data confirms this paralysis. Studies on mortgage lock-in indicate it has reduced moving rates by
nearly 16% since 2022. This creates a structural Productivity Drag. In a healthy economy, labor flows to
the most productive cities. In an Immobilized Economy, labor is anchored in place by its debt structure.

We are seeing this play out in real-time in the "Boomtowns" of the 2020s:

The "Labor Wall" in the Sun Belt: Cities like Austin and Nashville—which thrived on net migration—are
hitting a ceiling. Service workers and mid-level professionals simply cannot afford to move there anymore.



Nashville housing reports indicate that wages for essential service sectors have failed to keep pace with
housing costs, effectively shutting the door on new talent.

The "Brain Drain" Reversal: Conversely, regions that were "losing" talent (the Midwest, parts of the
Northeast) are seeing retention spikes. It's not that workers suddenly prefer the Rust Belt; it's that the cost
of leaving is prohibitive.

Second Order Effect: The Renovation Super-Cycle

If the housing market is broken, the capital that used to flow into transactions is now flowing into
modifications.

Historically, growing families moved up the property ladder. Today, that ladder is broken. The "Starter
Home" has become the "Forever Home" by necessity. This is shifting consumer spending from "Move-
Related" categories (furniture, moving trucks, brokerage fees) to "Fix-Related" categories (lumber,
contractors, appliances).

The data suggests we are entering a "Renovation Super-Cycle":

o The Spending Floor: Despite frozen home sales, the Leading Indicator of Remodeling Activity
(LIRA) projects renovation spending will grow throughout 2025, reaching nearly $477 billion.

o The "Tappable" Piggy Bank: Homeowners are sitting on record equity, and they are finally using it.
HELOC withdrawals hit a 17-year high in Q1 2025 as households chose to lever up their existing
3% mortgage rather than trade it for a new 7% one.

o The "Pro" Divergence: Retailers like Home Depot and Lowe’s have noted a distinct split: "DIY"
spending is soft, but "Pro" backlogs are resilient. People aren't painting nurseries; they are building
additions.

Second Order Effect: The Death of Patience

While the asset owners are responding to this stasis by renovating, the wage earners are responding by
gambling.

This explains one of the most confusing signals in the market: the explosion of speculative activity (ODTE
options, meme coins, sports betting) in an environment of economic stress. Traditionally, financial stress
leads to conservatism. People save more and risk less.

But in an Immobilized Economy, the logic flips.

Market strategists have termed this "The Death of Patience." It is a form of rational desperation. When the
"Safe Path" (saving 10% of your salary in a 4% yield account) mathematically guarantees you will never
afford the median home, the "Risky Path" becomes the only rational choice. If you cannot work your way
out of the immobilization, you try to bet your way out.

We are seeing a bifurcation in risk appetite. The "Haves" are minimizing variance (locking in yields, staying
put). The "Have-Nots" are maximizing variance. They are treating the financial markets not as a
compounding machine, but as a lottery ticket. The only asset class capable of bridging the gap that the
labor market no longer can.



Conclusion: The Era of Low Volatility
What does a frozen economy look like for markets? Paradoxically, it looks stable.

When nobody can sell their house, housing prices don't crash; they flatline. When nobody quits their job,
wage inflation doesn't spike; it settles. When capital is earning 5% in money markets, speculative bubbles
are harder to inflate.

The "Immobilized Economy" is a world where the big get bigger simply by staying still. Incumbent firms with
low fixed-rate debt have a massive advantage over challengers who must borrow at current rates.
Homeowners with 2021 mortgages have a massive solvency advantage over renters.

For 2026, the risk isn't a "crash”. Crashes require movement, panic, and forced liquidation. The risk is a
grind. We are entering a period where the economy is robust enough to avoid recession, but too rigid to
generate dynamic growth. The American economy has always been defined by its hustle. For the next few
years, it will be defined by its holding pattern.



IMPORTANT LEGAL DISCLOSURES

CURRENT MARKET DATA IS AS OF 12/30//2025. OPINIONS AND PREDICTIONS ARE AS OF
12/30/2025 AND ARE SUBJECT TO CHANGE AT ANY TIME BASED ON MARKET AND OTHER
CONDITIONS. NO PREDICTIONS OR FORECASTS CAN BE GUARANTEED. INFORMATION
CONTAINED HEREIN HAS BEEN OBTAINED FROM SOURCES BELIEVED TO BE RELIABLE BUT IS
NOT GUARANTEED.

THIS PRESENTATION (THE “PRESENTATION") HAS BEEN PREPARED SOLELY FOR INFORMATION
PURPOSES AND IS NOT INTENDED TO BE AN OFFER OR SOLICITATION AND IS BEING FURNISHED
SOLELY FOR USE BY CLIENTS AND PROSPECTIVE CLIENTS IN CONSIDERING GFG CAPITAL, LLC
(“GFG CAPITAL” OR THE “COMPANY”) AS THEIR INVESTMENT ADVISER. DO NOT USE THE
FOREGOING AS THE SOLE BASIS OF INVESTMENT DECISIONS. ALL SOURCES DEEMED RELIABLE
HOWEVER GFG CAPITAL ASSUMES NO RESPONSIBILITY FOR ANY INACCURACIES. THE
OPINIONS CONTAINED HEREIN ARE NOT RECOMMENDATIONS.

THIS MATERIAL DOES NOT CONSTITUTE A RECOMMENDATION TO BUY OR SELL ANY SPECIFIC
SECURITY, PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. INVESTING
INVOLVES RISK, INCLUDING THE POSSIBLE LOSS OF A PRINCIPAL INVESTMENT.

INDEX PERFORMANCE IS PRESENTED FOR ILLUSTRATIVE PURPOSES ONLY. DIRECT
INVESTMENT CANNOT BE MADE INTO AN INDEX. INVESTMENT IN EQUITIES INVOLVES MORE
RISK THAN OTHER SECURITIES AND MAY HAVE THE POTENTIAL FOR HIGHER RETURNS AND
GREATER LOSSES. BONDS HAVE INTEREST RATE RISK AND CREDIT RISK. AS INTEREST RATES
RISE, EXISTING BOND PRICES FALL AND CAN CAUSE THE VALUE OF AN INVESTMENT TO
DECLINE. CHANGES IN INTEREST RATES GENERALLY HAVE A GREATER EFFECT ON BONDS
WITH LONGER MATURITIES THAN ON THOSE WITH SHORTER MATURITIES. CREDIT RISK
REFERES TO THE POSSIBLITY THAT THE ISSUER OF THE BOND WILL NOT BE ABLE TO MAKE
PRINCIPAL AND/OR INTEREST PAYMENTS.

THE INFORMATION CONTAINED HEREIN HAS BEEN PREPARED TO ASSIST INTERESTED PARTIES
IN MAKING THEIR OWN EVALUATION OF GFG CAPITAL AND DOES NOT PURPORT TO CONTAIN
ALL OF THE INFORMATION THAT A PROSPECTIVE CLIENT MAY DESIRE. IN ALL CASES,
INTERESTED PARTIES SHOULD CONDUCT THEIR OWN INVESTIGATION AND ANALYSIS OF GFG
CAPITAL AND THE DATA SET FORTH IN THIS PRESENTATION. FOR A FULL DESCRIPTION OF GFG
CAPITAL’S ADVISORY SERVICES AND FEES, PLEASE REFER TO OUR FORM ADV PART 2
DISCLOSURE BROCHURE AVAILABLE BY REQUEST OR AT THE FOLLOWING WEBSITE:
HTTP://WWW.ADVISERINFO.SEC.GOV/.

ALL COMMUNICATIONS, INQUIRIES AND REQUESTS FOR INFORMATION RELATING TO THIS
PRESENTATION SHOULD BE ADDRESSED TO GFG CAPITAL AT 305-810-6500.



