
Future Trends

I am writing this article as we approach the 
end of the year. What lies ahead of the 
mortgage industry as it slowly climbs out 

of the worst financial recession since the Great 
Depression? Understand, some of these issues 
may be different or may be even resolved by 
the time this goes to press.

First and foremost is the impending fiscal 
cliff the nation is facing. As the economy is 
slowly making progress we are faced with a 

major setback unless Congress can reach some 
sort of compromise. 

In a recent article, Russ Koesterich stated, 
“To review, the fiscal cliff comprises a series 
of tax hikes, including: marginal tax rates, 
payroll taxes, capital gains, taxes on dividends, 
estate taxes, and a new 3.8% tax on non-wage 
income for high earners. In addition, without 
legislative action, the alternative minimum tax 
(AMT) will hit millions of more Americans. 
In aggregate, the combination of these tax 
increases and new taxes will equal roughly 
$400 billion. While the $400 billion figure is 
normally compared to overall gross domestic 
product (GDP), a more relevant comparison is 
against disposable income, which will take a 
direct hit as a result of these tax increases. U.S. 
Disposable Income is currently a bit below $12 
trillion, which means the tax increases, should 
they last the full year, represent roughly 3.5% 
of what Americans take home on an annual ba-
sis. As I’ve argued in past, this is a very large 
tax hike.

Also, it’s important to understand that all of 
this will be happening at a time when income 
growth is already very slow. As of October, dis-
posable income was growing at around 3.5% 
year-over-year, half the 50-year average. For 
hourly workers, the situation is even worse. 
Hourly wages are growing at little better than a 
1% year-over-year pace. The tax hikes, particu-
larly the jump in the payroll tax, will hit hourly 
workers hard.

Should these tax hikes hit, and remain in 
place, there could be several implications:
1. Potential recession. Most importantly, 

a tax hike of this magnitude set against a 
weak expansion will probably lead to an-
other recession as consumers are forced to 
pull back on spending.

2. Unusual trading. Next, we are likely to see 
a continuation of a very unusual end-of-year 
tax trading – namely, investors selling win-
ners to minimize capital gains liabilities.

3. US market underperformance. Finally, 
we expect to see international markets out-
perform the United States. Since peaking in 
September, the S&P 500 is down roughly 
4%. In comparison, the MSCI? ACWI-ex 
US Index is within a few points of its Sep-
tember high.

While Washington is, at least in theory, ca-
pable of compromise, time is running short. 
While a plunge over the fiscal cliff can be rec-
tified in 2013, investors are justified in being 
cautious.”

Making matters even worse, the 112th Con-
gress has one of the lowest approval ratings in 
history. This is not meant to be a political dis-
course but rather a reflection of our times. Talk 
about procrastination, why is it that Congress 
consistently pushes issues to the limit, does 
some sort of temporary fix and kicks the can 
down the road? We have become so polarized 
that we have become dysfunctional. 

On a separate but not unrelated issue, regula-

New Year’s Predictions
Let’s take a look at some of the major uncertainties facing the mortgage 
industry going into 2013.
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There is no stop sign at 
the fiscal cliff and it’s a 
long ways down and a 
tough way back up.



tory reform always creates angst among lenders and 
the coming year will be no exception to that. You try 
to be proactive and anticipate what this will do to 
your systems and operations. But you can’t help but 
be reactive sometimes due to the changes and time-

lines imposed. It’s the unknown that causes compa-
nies to hunker down and wait out the storm.

So, are we on the way to recovery? The housing 
market is finally making a turnaround in Florida, 
despite the state being racked by one of the highest 
foreclosure rates in the U.S. The inventory of homes 
and condos has been slashed and prices are slowly 
moving upward as the market adjusts to better times 
ahead, despite a backlog of foreclosures waiting to 
be listed by banks. Appraisals are coming in under 
what properties are actually selling at and buyers are 
paying more than the list price in some cases. Foreign 
buyers, looking for discount deals, are making cash 
purchases of real estate at what may be an unprec-
edented level. Near record low mortgage rates and 
lower home prices for existing properties are finally 
producing a surge in home sales in most areas of the 
country. New home permits are up as well. 

“There is a limited supply of available foreclosure 
inventory to choose from in many markets,” said 
RealtyTrac vice president Daren Bloomquits. “Given 
this short supply and the seasonally strong buyer 
demand, it’s no surprise that the average foreclosure 
related sales price increased.”

In the housing finance sector, the Mortgage Bank-
ers Association (MBA) predicts mortgage origina-
tions will hit $1.7 trillion in 2012, an increase from 
$1.4 trillion in 2011, but will fall to $1.3 trillion in 
2013 and $1.1 trillion the following year. Addition-
ally, as long as the fiscal cliff is avoided by Congress 
next year, MBA anticipates GDP (gross domestic 
product) will rise from 1.6 percent this year to two 
percent in 2013, and forecasts existing home sales 
will increase to 4.78 million in 2013, up from 4.6 
million this year. Noting the harm a tax increase 
could foster, MBA chief economist Jay Brinkman 
said recently, “We believe that the entire package 

of tax increases and spending cuts, if left unaltered, 
would cut 3.5 to 4 percentage points from our growth 
forecast.” One other contingency: If the finalized 
Qualified Mortgage Rule (QRM) does not give lend-
ers a safety valve it could have adverse effects. Says 
Debra Still, new MBA Chairwoman: “The bottom 
line is if there is conflict in rulemaking and policy, 
it’s the consumer who will ultimately be negatively 
impacted and credit will be tighter.”

According to the MBA, the nation gained 4.8 mil-
lion renters in the last six years while losing 1.7 mil-
lion owner households. However, an overwhelming 
majority favor homeownership over renting despite 
the housing downturn, according to a new study. The 
results were found as part of a Fannie Mae survey 
that asked a variety of questions revolving home-
ownership and the economy. An astonishing 85% 
of respondents said they favor homeownership over 
renting based on the fact that owning a home was 
“financially better” than renting. Home values in 
more than 100 U.S. cities are forecast to appreciate 
or are already increasing, but the majority of the na-
tion is still experiencing deflation similar to the last 
six years. 

“It is clear from this data that the desirability of 
homeownership both as a financial choice and as 

a likely future tenure choice is strong among large 
swaths of the population,” the Fannie Mae report 
said. The giant government lender’s study asked re-
spondents about their attitudes toward owning and 
renting a home, mortgage rates, the economy, house-
hold finances and a variety of economic related ques-
tions. The survey collected data between June 2011 
and October 2011 from 19,030 respondents. 

What does all this really mean? Overall, I expect 
2013 to be a very good year for the industry and 
technology will play a major role in streamlining and 
improving the process with an added focus on better 
serving the consumer.  ❖

Roger Gudobba has over 25 years of mortgage experience. He is CEO at PROGRESS in Lending and Chief 
Strategy Officer at technology vendor Compliance Systems. Roger is an advocate of data standardization 
and a more data-driven approach to mortgage. Roger can be reached via e-mail at rgudobba@
compliancesystems.com.

2013 could be the year 
for major advancements 
in electronic signing and 
consumer education.
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