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NYU business school dean talks about rising food and oil prices, jobs and real estate

The economy:
School is in

t might not seem like it,

but not all economists

are predicting $200 a

barrel oil, a real estate

crash and worldwide
woe.

Tom Cooley, dean of NYU's

Stern School of Business,

Onthe

Brothers said it could fall to as

low as $40. What do you say?
If you look at the
fundamentals, supply

and demand, there have

been a couple of hiccups

such as unrest in Nigeria, but

nothing major as we move

from demand for heating oll

to the driving season. Supply

and demand are relatively

well-balanced, so it's hard to

understand why you would

expect $200 a barrel ofl, outside

of speculative pressure. | think
it is more likely it will go down
than go up.

Critics say ethanol hasn’t

helped reduce demand
for oil, but has merely driven
up the price of food. Has it
been a disaster for American
consumers?

Ethanol is a reasonable

technology, but our ethanol
policy s a huge failure. It is
something we've rushed into,
and the consequence has been
that a large fraction of com
production has gone into the
production of ethanol. That's
raised the price of com. Com
itself is oil intensive to produce.
So it is just 2 bad policy right
now and is having a negative
affect on food prices around
the world.

QMMM
written down more than
$300 billion worth of bad debt
related to investments linked
to subprime mortgages. Some
experts say there's still a long
way to go. Was the problem
with the loans themselves, or
the way they were packaged
and sold?
Securitization is not a bad
thing. Subprime lending
is not a bad thing. It makes
sense to make credit avallable
to people with less than steflar

NYU Dean Tom Cooley predicts mild economic downturn.

credit records, as long as you
know what the risks are and
as long as the people who bear
those risks know what they are.
Transparency is the key.

Who bears most of the
blame for the subprime
meltdown: consumers, lenders

or brokers?

The brokers bear a lot of the

responsibility.

There were a lot of bad
practices in the mortgage
brokering business. It is
undoubtedly the case a lot
of these loans were toxic
when they were written and
mortgage brokers just passed
them down the line.

Nationally, the housing
market is getting crushed,
yet the local market has been
more resilient. Why is that?
The New York housing
market has been insulated
by the fact that the New
York economy has remained
relatively good, there is a lot
of foreign demand, New York
Is still a desirable location
and there s still a large
concentration of wealth here.

When do you expect the
national real estate
to rebound?
Working your way through
a housing bubble can be
painful. It is different from a
stock market bubble. Prices
take longer to fall because
people and banks are reluctant
to realize their losses. But it
will happen and | would guess,
within the next nine months,
we'll see the bottom of the
housing market and buyers wil
come back in.

What's your outiook for
the local job market?
Unemployment is not high
in the U.S. and productivity
growth has remained okay.
My guess s that it will be a
relatively shallow downturn.
In the New York economy,
we'll see more significant job
losses in the financial sector.
We've seen significant losses
already, but | expect we will

5e& more.

How would you invest

$10,000 right now?

1 would put it In an index

fund and hold it for the long
term. For the average person it
is very hard — uniess you have
2 lot of time to devote to it and
a lot of specialized information
- to do better than you would
do lin an index fund.




