
































seen in the previous few millenia. They
range from nations with only two hun-
dred thousand population, to others
with hundreds of millions—each, no
matter in what stage of development,
and no matter what its population,
rates one nation, one vote in the U.N.
General Assembly.

But there are exceptions to this sur-
face equality. Take, for example, the
Soviet Union, It rightfully has one U.N.
vote, for itself. When the U.N. was
organized in 1945, Moscow demanded,
and got, separate votes for each of the
two Soviet provinces. of Ukraine and
Byelorussia. That made three votes for
the Soviet Union. When Moscow made
colonies of Hungary in 1956 and
Czechoslovakia in 1968 by assault with
Soviet tanks and troops, that made five
votes for the Soviet Union. The Soviet-
Nazi invasion of Poland in 1937, in the
end, made Poland a Soviet puppet
state. Score six votes for the Soviet
Union. And if, as Secretary General
Kurt Waldheim of the United Nations
predicts, East Germany will be admit-
ted to the U.N. next vear, that will
make seven votes for the Soviet Union
in the U.N. General Assembly, to the
United States’ one vote.

These are only a few of the many
contradictions that seem to defy the
best efforts of men of goodwill to make
the United Nations into an instrument
for the betterment of the human condi-
tion. Can they be overcome, and can
good be accomplished by the United
Nations in spite of them? Or are they
insuperable obstacles to the attainment
of international harmony and world
peace in the foreseeable future?

The man who could best answer
these questions for Americans, it seemed
to me, would be George Bush, the
former Representative of the United
States to the United Nations. He was
kind enough to set aside time in the
midst of his busy schedule during the

hectic 27th General Assembly session
to do so.

. George Bush

“We must remember,” said Bush as
we met for the purpose of this interview
for The Elks Magazine in his office
directly across the road from the United
Nations, “that the United Nations is
not, and never was expected to be a
political union. It was conceived, as the
holocaust of World War 11 was near-
ing its end, as a group of nations united
in pursuit of world peace and a good
life for all mankind.”

But if one bloc of U.N. members
wants to see a world in which nations

port the U.N. in our own interest.

“Over nearly 25 years, U.N. peace-
keeping operations—sometimes just a
few dozzn men. sometimes thousands—
have served again and again to keep
the peace, or restore it when it was
broken—in such chronic trouble spots as
Kashmir, Cyprus, and the Middle East.
There is no way to estimate how much
tragedy the world was spared by these
operations.

“A major U.N. peacekeeping opera-
tion in the Congo a decade ago pre-
vented that new nation from collaps-
ing in civil war or becoming a battle-
ground between the major Powers. To-

“The U. N. Declaration of Human Rights, adopted
over 20 years ago without any force or law, has served
as a source book for the constitutions of over 40 new

nations.”’

are willing to live and let live, I asked,
and another bloc declares that as long
as there are different classes among
people and nations, there should be war,
how can anything really be accom-
plished by such an assembly?

Said Bush, “For two decades after the
Second World War many Americans
sincerely believed the U.N. could do
no wrong and would usher in a gen-
eration of peace such as America has
not known for a long time. But now
some have gone to the other extreme
and say the U.N. can do no right. It
is my judgment that neither is true, and
Americans who sincerely wish to help
the U.N. can do nothing more impor-
tant than help us to get a clear idea to
the American public of just what the
U.N. should be expected to accomplish
and what is beyond its powers for the
foreseeable future.

“Let me take just a minute to recall
a few of the major achievements that
prove what the U.N. can do at its best
and why we as Americans should sup-
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“Sticks and stones broke my bones.”
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day the Congo is peaceful. indep=nd-
ent, united, and making good progress.

“When South Korea was th= victim
of massive aggression in 1950, the U.N.
joined in a successful collective action
against the aggressor; and today South
Korea is one of the major political and
economic success stories of Asia.

“The U.N. has been building peace
by making the world a better place to
live. U.N. health programs are within
sight of wiping malaria from the face
of the earth, and have reduced the
number of countries in which smallpox
is prevalentfrom 27 to 17.

“The U.N. Declaration of Human
Rights, adopted over 20 years ago
without any force of law, has served
as a source book for the constitutions
of over 40 new nations.

“The U.N. has had a hand in the
writing of a series of important treaties
to curb the arms race and strengthen
international law and has helped to
make a peaceful transition to almost a
billion people—a third of mankind—
from colonial status to independence.

“These are some of the proven ex-
amples of what the U.N. can do when
its members cooperate. And, of course,
the bigger and more powerful the mem.
ber, the more important is its coopera-
tion—or lack of it. This means both a
heavy responsibility and a great oppor-
tunity for the United States.

“But there is another reason that
must shape United States policy in the
U.N.—technology. In the past genera-
tion the scientists and engineers and
medical men—in our country and abroad
—~have put into our hands incredible
new powers—to heal, to lengthen life, to
communicate and travel at unheard of
speeds, to go to the moon, to mine the
bottom of the sea, to abolish hunger
and poverty, or to blow each other off
the face of the earth. And the research
that gave us these powers is continu-












stock. Early the following year, Con-
tinental Mortgage Investors, also of
Boston, offered stock for sale to the
public. Only a handful of other REITs
were formed during the next half-doz-
en years. The floodtide of REIT forma-
tion started with the tight-money mar-
ket of 1968. ‘

Although the REITs started mak-
ing handsome profits from the start,
aided by the tight-money mortgage
market and a strong demand for con-
struction funds, Wall Street observers,
including supposedly sophisticated se-
curities analysts, remained blind to the
strong tide that was in the making. It
was not until as recently as June of
1971 that Walston and Company, one
of the large New York Stock Exchange
members, with more than 100 offices
from coast to coast, announced in the
Wall Street Journal that “assets of real
estate investment trusts have multiplied
seven times since 1968.”

One of the first professionals to make
a thorough study of the fast-moving
REITs was Kenneth D. Campbell,
president of Audit Investment Research,
Inc., the investment advisory company
that concentrates on housing, real es-
tate and construction securities. In a
letter to subscribers, he accurately
prophesied “much broader investment
acceptability of realty trusts.” His own
highly readable monthly Realty Trust
Review probably did as much as any-
thing to stimulate investor interest in
the RFITs, even when business writers
like Ernest A. Schonberger of the Los
Angeles Times reported that “Real Es-
tate Trusts Lure Little Guy but Pros
Wary,” and Robert Kinsman, writing
in the financial journal Institutional
Investor raised the question, “REITs:
Are they heading for troubled water?”

For once the little guy was smarter
than the pro. In 1969, twenty-nine new
REITs came into the public market and
raised $920,700,000 with offerings of
equity shares and convertible deben-
tures. The following year saw an even
greater surge of activity in the indus-
try, as thirty-three new trusts were
formed, picking up an additional $1.31
billion of investment capital. Where
was all this money going?

Roger M. Alison, whose Alison Mort-
gage Investment Trust stock is traded
on the American Stock Exchange, had
seen the trend in the making. As head
of one of California’s oldest and largest
mortgage banking firms he was ideally
situated geographically to observe the
steady sweep and movement of new
construction, with the expanding de-
mand for construction capital. Alison
Mortgage Investment Trust, founded in
October of 1969, concentrated on the
construction and development lending
phase of the business, instead of buy-
ing fixed equities in existing properties.
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From an investment standpoint, this
makes good sense, because the pur-
chase of equities generally results in a
fixed return from rents, but a mortgage
trust can borrow money from banks and
institutions at the lowest possible rate
of interest, and lend it out at a higher
rate, making their profit on the money
they lend, and always making money,
as interest rates move up or down.
There is still another feature of the
short-term mortgage trust that has made
it increasingly popular with investors.

Because the REITs were designed to
encourage small investors to create pools
of investment capital to fund real es-
tate activity, Congress built in a safe-
guard to ensure that the small investor
would benefit by the profits realized by
the Trust. The legislation they created
stated that an REIT would be exempt
from paying federal income tax if they
paid out at least 90% of their earnings
to shareholders in the form of divi-
dends. With this provision as part of
the law, an REIT shareholder is virtu-
ally guaranteed income from his stock
holdings, provided, of course, that the
REIT generates income from its oper-
ation.

A quick glance at the list of REITs
in existence today shows that many of
them are either bank or life insurance
affiliated. The list is studded with
names like Chase Manhattan, Connecti-
cut General, Mutual of New York,
BankAmerica Realty Trust, etc.

To compete with these giants, the
smaller REITs had to be more ener-
getic, more competitive, or more unique,
Roy Doumani, executive vice president
of Los Angeles based Alison Mortgage
Investment Trust, with some $55 mil-
lion in their investment portfolio, ex-
plains how his company has managed
to stay out in front. Although one of
the smaller REITs, Alison was one of
the 10 most actively traded stocks on
the American Exchange one day. “Ali-
son is a short and intermediate-term
leveraged REIT,” Doumani says, “work-
ing from an equity and subordinate
debt base of approximately $29 million
($19 million equity and $10 million
debt).” In plain language, this means
that the Alison Trust started with a
minimum investment from stockholders,
but built solid bank credit for large
borrowings by making sound invest-
ments in good construction projects.
“This means,” Doumani explains, “that
we borrow money at the lowest rate
of interest we can find, and lend that
money to builders and developers at a
higher rate.” He points out that this
type of operations has a built-in protec-
tion against changes in the bank inter-
est rate structure, so that Alison is al-
ways in a position to make money on
the difference between their cost of
money and the yield they realize on
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their loans. This philosophy enabled
them to achieve earnings of $1.55 a
share in their first year of operation,
and increase it by 49% to $2.32 a share
at the end of the second year.

On top of a fundamentally sound op-
erating philosophy, the Alison Trust
has one distinctive feature that makes
it different than most of the other
mortgage investment trusts. The unique
feature, Doumani says, is a “wrap
around loan.” “Let’s suppose,” Dou-
mani suggests, “that the owner of a
large office building or shopping cen-
ter wants to refinance his property, or
raise capital for some other investment. .
He may still have an existing loan on
the property which he does not want
to disturb because of certain favorable
features, such as a low interest rate,
or because of prepayment penalties on
the loan. A ‘wrap around loan’ then,”
says Doumani, “provides additional
funds to the owner, without disturbing
the existing loan. In effect,” Doumani
explains, “we ‘wrap’ a new loan around
the existing commitment in a way
which uses the leverage of the existing
loan to provide more money to the
borrower at a lower cost than refinanc-
ing his loan, while at the same time pro-
ducing a high yield to the trust.” A
review of the Alison Trust’s ‘wrap
around loans’ shows that they earn as
high as 12% and even 13% on their
investments of this type.

As a result of their earnings. which
are often higher than the REIT indus-
try as a whole, Alison has heen paying
100% of their earnings to their share-
holders on anticipation of future earn-
ings. The news of this practice has
made Alison popular with stock brokers
and investors alike. In less than six
months, even in a weak stock market
their stock price rose from $19 to $25
a share.

The performance of many of the
REITS led T. Dale Rhodabarger, Sen-
ior Associate Editor of Medical Eco-
nomics, to call REITs “an investment
with double-barreled appeal.” Accord-
ing to Rhodabarger, “the construction
industry’s needs for funds is likely to
increase over the coming years.” He
cites New York City hanker Raymond
O'Keefe as estimating that there could
be a $20 billion gap between the need
for construction funds and the avail-
able supply by 1980. Answering skep-
tics on the question of how REITs can
maintain healthy earnings in a period
when the interest rates on bank loans
are dropping from the unusually high
levels of previous years, Rhodabarger
asserts that mortgage trusts count on a
continuing spread between the cost of
capital and the rate at which they can
lend it. Historically, he says, the spread
has been 4.5 percentage points. Since

(Continued on page 22)






















































to Kalakaua Ave. where traffic now
flows one way as opposed to the pre-
vious nightmarish two-direction pattern.
By 1974 the entire thoroughfare will
be closed to cars when the long-awaited
tree-lined mall becomes a reality.

It is no longer necessary to go much
beyond Waikiki to soak up a little
country atmosphere. Only a few miles
away orchids and hibiscus grow beside
country lanes and along dozens of
uncrowded beaches: they are reached
by bus past Schofield Barracks and
Pearl Harbor, pineapple and cane fields.
Off where the trade winds play—on the
windward side of the island—builder
Del Webb is playing too. Only his
game is golf and the setting is Kuilima
(pronounce it Koo-ee-lee-ma, brudda),
a magnificent, $27 million spread.

Webb decided it was time to offer
Oahu’s visitors the same low-key, coun-
try pleasures of Polynesia found on
Hawaii’s neighbor islands. What has
happened is that visitors climbing off
the jets inbound from the mainland can
now drive off from Honolulu to Kui-
lima, a Rockefeller-style resort reached
by freeway and country road at the
northem end of Oahu. It is, indeed,
strikingly similar to Rockefeller’s new
Cerromar Hotel in Puerto Rico, a five-
story Y-shaped spread of 410 rooms
surrounded by dozens of cottages and
cabanas, each filled with furniture cus-

tom made for them in Hong Kong.

Looking toward Turtle Bay on one
side and a sunny cove on the other,
Kuilima lies anchored to a promontory
of lava with the Koolau Mountains ris-
ing in the background. Surrounding the
scene is an 18-hole golf course created
with 30,000 truckloads of soil—soil used
to cover the immense black lava scar
so grass could grow and thousands of
palms and shrubs could be transplanted,
creating the proper Polynesian touch
reminiscent of an old Jon Hall flick.

Alas, there is one drawback: This
being the windward side of the island,
the wind does blow. There is, in fact,
a windshield to protect guests upon ar-
rival at the entrance. A couple of days
and you forget all about the wind, said
the man at the door. Besides, he said,
the trades keep it cool when it’s unbear-
able in Honolulu. Del Webb, the archi-
tect of Arizona’s successful Sun City and
the popular Mountain Shadows resort
at Scottsdale, Ariz., concurs. After hear-
ing Hawaii’s call for dozens of years, he
decided to invest. Still wearing his
pajamas and a terrycloth robe, he held
an impromptu, one-man press confer-
ence to explain to a one-man audience
why he chose Kuilima.

“First, Oahu is the best of all the
islands,” he said. “So why should any-
one fly to the neighbor islands for the
same sort of scenery? When the weath-

er is good at Kuilima it’s very good—
far better than Waikiki’s.”

It can also be the exact opposite, I
hasten to add. Webb offers the re-
minder that old Hawaiians choose the
windward side of the island for their
vacations, pitching tents on adjoining
beaches. Kuilima—which Webb built in
partnership with the Prudential Insur-
ance Co.—is the only major resort on the
windward shore of Oahu. This means
if you are wooed by Webb’s world
you save the plane fare to a neighbor
island. On the other hand, one may
fly to Hawaii's neighbor islands in less
time than it takes to drive to Kuilima,
which involves nearly an hour. Still,
Webb makes his point: At Kuilima
youre “secluded but not stranded.”
Ten minutes east of Kuilima the Mor-
mon Church’s Polynesian Cultural Cen-
ter does business in a village populated
by Fijians, Samoans, Tahitians, Ma-
oris, Tongans and Hawajians. To the
west, sunbathers and surfers doodle
away the hours at Sunset Beach where,
d}lring winter, waves 20 and 30 feet
high provide the setting for the Duke
Kahanamoku surfing classic.

Other guests from Webb’s world hike
to Waimea Falls or else ride horseback
along great deserted beaches, bringing
along picnic lunches. Webb gives a
Smug reminder that you can’t do that
at Waikiki. For those who get spooked
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