
Future Trends

The nature of business is to go through up 
and down cycles. This is certainly driven by the 
overall status of the economy in general, but 
also by some factors that are out of their control. 
Being from Detroit, it was only natural that I 
wrote some articles, about 5 years ago, compar-
ing the automobile and mortgage industries. I 
thought it was appropriate to re-visit this and 
see how each industry has responded.

The automotive industry has changed dra-
matically over the last 50 years. The big 3: 
GM, Ford and Chrysler faced difficulties in 
getting new products to market because of the 
long development lead time. In addition they 
had to master the skill of controlling costs and 
quality. Enter the foreign manufacturers! From 
there, the Big 3 and the foreign manufacturers 
got caught up in the same kind of euphoria that 
everything would only get better. They kept 
building new plants, adding new dealerships 
and generally saturating the marketplace. They 
all offered a large number of different models 
under multiple sub-brands. As the inventory 
grew, they were forced to offer huge discounts 
to entice buyers. This was certainly a short-term 
strategy, which haunts them still today. 

If you think about it, the mortgage industry 
faced similar challenges. The biggest mistake 
was the thought that real estate values would 
always appreciate. In an effort to offer loan 
products beyond the 30-year fixed, we created a 

conundrum where only a few borrowers under-
stood the intricacies of the different offerings. 
In the drive for more applications, we relaxed 
underwriting standards, created very exotic loan 
products and put borrowers in homes where 
they had no realistic chance of meeting that 
obligation. The borrower took this opportunity 
to buy a bigger house or to take out any existing 
equity. They treated their home as giant ATM 
machines. In the end, many lost their homes.

Reality hit hard. Both industries had a wake-
up call. Both required government assistance to 
continue. Both need to reinvent themselves. 

The automotive industry has re-focused. In 
operations, they eliminated brands, Plymouth 
and Pontiac for example, and reduced the num-
ber of models. They reuse a chassis and other 
components across models. The assembly line 
is now a series of lines to final assembly rather 
than a long continuous line. Robots now per-
form some of the tasks that human autoworkers 
formerly were asked to perform. All of these 
changes have significantly reduced costs and 
time to market. The use of technology has also 
increased dramatically. Today’s cars have more 
USB ports than cigarette lighter sockets, and 
full touch screens for navigation. Many of the 
new cars today have a type of “black box” in 
them, along with the dozens of computers that 
are onboard. That means the black box can 
know exactly where you are, how fast you’re 
driving, and many other details of your driv-
ing habits. Who owns that data? The insurance 
company? The auto manufacturer? The driver? 
This could have some serious legal ramifica-
tions. Just like the “black box” on a plane, this 
could possibly determine if the driver was im-
paired or the automobile malfunctioned in some 
manner. Finally, the concentration on the con-
sumer has been single-minded, to improve the 
safety, comfort and interaction with the driver. 
Let’s look at this further. 

I believe it all starts with the perceived 
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quality of the product offering. Lemon laws provide 
a remedy for consumers in order to compensate for 
products that repeatedly fail to meet standards of 

quality and performance. Although there may be 
defective products for all sorts of products, the term 
“lemon” is generally thought of as applying to defec-
tive vehicles. Federal Motor Vehicle Safety Standards 
(FMVSS) are U.S. federal regulations specifying 
design, construction, performance, and durability 
requirements for motor vehicles and regulated safety-
related components, systems, and design features.

The “Corporate Average Fuel Economy,” or CAFE 
standards, will require automakers 
to nearly double the average gas 
mileage of all new cars and trucks 
they sell by 2025. Think of one of 
the safety enhancements in the au-
tomobile industry. In a 2010 report, 
the Department of Transportation’s 
(DOT) National Highway Traffic 
Safety Administration (NHTSA) 
said that each year 210 people die 
and 15,000 are injured in light-
vehicle backup incidents, with 
about 31% of the deaths among 
kids under age 5 and 26% adults 
over 70. Congress passed a law 
ordering the DOT to have a rule in 
place by 2011 to require cameras 
or other backup warning devices 
on all new cars and light trucks. 
The original goal was for them to 
be required on all light vehicles 
by the 2014 model year. Until this year, however, 
there have been multiple delays over the details. The 
National Highway Traffic Safety Administration is-
sued a proposed rule in March, 2014 requiring all 
new light vehicles — including cars, SUVs, trucks 
and vans — to have “rear-view visibility systems,” in 
effect, requiring backup cameras. The rule — which 
would be final in 60 days — would start phasing in on 
May 1, 2016 models and be at 100% by May 1, 2018. 

The rule follows an outcry from consumer groups and 
by families touched by tragic back-over accidents, es-
pecially those involving children. They have pushed 
hard against more delays in the rule. 

In the future, automobile sensors may usher in 
self-driving cars. Automobile sensors can be clas-
sified into three basic areas: drive-train and vehicle 
control, driver safety/comfort/information and emis-
sions. They are used to monitor temperature, gases, 
voltages/currents, vacuum and torque to name a few. 
Twenty years ago, the typical automobile had approx-
imately five sensors, today, it has over fifty. Motor-
vehicle accidents are the leading cause of death of 
13- to 29-year-olds in the United States. According to 
Sebastian Thrun, an engineer at Google and the direc-
tor of the Stanford Artificial Intelligence Laboratory, 
almost all of these accidents are the result of human 
error rather than machine error, and he believes that 
machines can prevent some of these accidents. 

“We could change the capacity of highways by a 
factor of two or three if we didn’t rely on human preci-
sion for staying in the lane and [instead] depended on 

robotic precision,” says Thrun. “[We could] thereby 
drive a little bit closer together in a little bit narrower 
lanes and do away with all traffic jams on highways.”  
Although we are not close yet to a fully autonomous 
vehicle, the technology, including the sensor platform 
of radar, ultrasonic sensors, and cameras, is available 
in today’s intelligent vehicle. (see car image)

Starting next month, we will look at how this con-
versation relates to the mortgage industry. 

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.
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