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TODAY’S REPORT
THE STORY SO FAR ...
The leading index has been signaling recession for a couple
of months now. We may get some relief today.

BUSINESS 101 STUDY HALL

Recession

– 1.2

– 0.9

– 0.6

– 0.3

0.0

0.3

0.6

0.9

1.2
LEADING INDICATORS INDEX (percent change)

’00 ’01 ’02 ’03 ’04 ’05 ’06 ’07

February –0.3

ASK
THE BIZ
BRAIN

Q: I plan to buy a
second house next
year. My first house
will be paid off in
less than five years,
so I plan to combine
the first home loan
with the second
home loan. I checked
that if I use an inter-
est-only mortgage,
the interest rate is
lower than for a
30-year fixed-rate
mortgage. I am, how-
ever, a frugal per-
son, so I plan to pay
more every month to
save on interest. Do
you think this is a
good idea?

—House hunting

A: I’m not sure what
step in this invest-
ment you want me to
validate. Do I think
you’re making the
right move in buying
a second home? I
don’t know enough
about your local real
estate market.
Do I like interest-only
loans? They have
their place.
Most interest-only
loans are hybrid ad-
justable-rate mort-
gages, or ARMs, like a
5/1, 7/1 or 10/1 inter-
est-only ARM. You’re
getting a lower inter-
est rate on these
mortgages, versus a
conventional 30-year
fixed-rate mortgage,
because you’re shoul-
dering the interest-
rate risk when the
loan resets five to 10
years from now.
Should you make ad-
ditional principal pay-
ments? My rule of
thumb is you make
additional principal
payments when the
after-tax return on
your investments is
expected to be less
than the effective
(after-tax) rate of re-
turn on your mort-
gage.
Deciding whether to
prepay a mortgage
depends upon what’s
going on in your over-
all portfolio of invest-
ments.
Should you combine
the mortgage on your
first house with the
mortgage on the sec-
ond home? It can
make sense if it low-
ers your total interest
expense on the
homes. There may be
a sound business rea-
son to keep them
separate if your sec-
ond home is a rental
property.
Interest-only loans
make the most sense
for homeowners with
variable income who
want some flexibility
on when they pay
down principal or
want to buy more
house than they can
afford with a conven-
tional fixed-rate mort-
gage. You don’t ap-
pear to be in either of
these camps.

— Don Taylor/
Bankrate.com

E-mail your question to
askbiz@starledger.com
and we’ll answer the best
questions. If we answer
your question, we’ll send
you an ‘‘Ask the Biz Brain’’
T-shirt. Biz Brain is now
online at www.nj.com/
business/ledger/bizbrain/
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Trump
to back
EnCap
May replace key investor
of Meadowlands project

BY MAURA McDERMOTT
STAR-LEDGER STAFF

Donald Trump is in talks to buy out the
biggest investor in the long-troubled EnCap
golf and housing development in the Mead-
owlands, the real estate mogul’s attorney
said.

Trump is ‘‘in substantive conversations
with Cherokee to acquire their interest in the
Meadowlands site,’’ attorney Michael Cohen
said last night. North Carolina-based Chero-
kee Investment Partners is EnCap’s main
backer.

The deal would call for ‘‘a capital infusion
by Mr. Trump personally,’’ as well as funds
from ‘‘major lenders,’’ Cohen said.

A Cherokee spokesman confirmed yester-
day Trump and Cherokee are in talks about a
potential ‘‘capital commitment’’ by Trump.

‘‘Cherokee has invested millions of our
own funds, helped to attract other private fi-
nancing and brought in the Trump Organiza-
tion to lead the project’s day-to-day opera-
tions,’’ spokesman David O’Neill said in a pre-
pared statement. ‘‘Cherokee is very pleased
with the Trump Organization’s progress at
the Meadowlands, and we want to do all that
we can to see this progress continue and to

[See ENCAP, Page 69]

Crude-oil price
jumps to $115
Summer gas-supply fears
spur the latest record

BY JOHN WILEN
ASSOCIATED PRESS

NEW YORK — Crude futures made their
first foray past $115 yesterday, propelled to a
record by concerns about how much gas will
be available during the peak summer
months.

CPI AND MORE
ECONOMIC
REPORTS
PAGES 67 AND 69

Inventories of gas fell
5.5 million barrels last
week, according to the
Energy Department’s En-
ergy Information Adminis-
tration, a much bigger decline than forecast
by analysts surveyed by Dow Jones News-
wires. Light, sweet crude for May delivery
responded by rising as high as $115.07 on
the New York Mercantile Exchange, and
later settled up $1.14, at a record $114.93 a
barrel.

The report said crude inventories fell
2.3 million barrels last week, compared with
the gain analysts expected.

Oil prices also were boosted by the fall-
ing dollar, which declined to a new low
against the euro. Many investors buy com-
modities such as oil as a hedge against infla-
tion and a falling greenback. A weaker dol-
lar also makes oil cheaper to investors over-
seas.

But the market was torn and traded
sharply lower at times due to data deeper in
the report showing that the country’s

[See OIL, Page 68]

How to reach us: To speak with a member of The Star-Ledger Business Department, call (973) 392-4229, after 9 on weekday mornings. The department’s e-mail address is business@starledger.com.
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