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A megadeveloper with a roaring '20s lifestyle—and an ego to match his billion-dollar empire

Donald Trump, America’s brash billionaire, wants the land Harry Stein’s restaurant-equipment store stands on, and he wants it badly. It’s behind Trump Plaza, a hotel and casino in Atlantic City that on a good day drops roughly $2 million into its owner’s pockets. Where the Steins’ store now stands, Trump wants to build a huge wall and turn it into a waterfall—a $4 million touch. If he can buy out Harry Stein and knock down the building, the waterfall will look better. The Stein family has been in business in Atlantic City for more than 90 years; Harry and his son Bill sit alone with Trump in a windowless casino. No lawyers, no bankers, no aides.
“I don’t really need your land,” Trump says, calmly and politely, “and, as you know, land prices aren’t what they were a few years ago. And I’ll put up the wall anyway. Once we decide to build the wall, I will have zero interest in your building. So give me a number. All I want to know is if we have a deal.”
The Steins fidget. “We were looking for $200 a square foot.”
“Three years ago I’d have given it to you.”
“It will cost us $1.5 million to move.”
“But you’ll save a fortune in taxes. The price you’re asking is far above what I paid others. The alternative I have is to preclude you forever. Once I don’t buy it, I don’t believe the property will have any value. The gravy train is leaving the station.”
Trump tells the Steins to call his New York office in a week. He shakes hands and leaves. “You wait,” he says later, “they’ll come around. They always do.”
A huge black helicopter with red lettering—TRUMP —flutters above the southern tip of Manhattan. The French-made military chopper can travel 180 miles per hour; at $2 million, the price Trump paid Warner Communications for it, it was a steal. He is flying to Atlantic City to promote an upcoming heavyweight fight that his casino is sponsoring. With him is Don King, the bombastic boxing promoter and heavyweight champ of hair. It is a cloudless morning, and before banking to the southwest the pilot hangs the copter directly above the gleaming twin towers of the World Trade Center for half a minute. Neither Trump nor King pays much attention to the staggering view. A reporter is present, and it’s showtime. Trump, after a long soliloquy detailing his problems with his current archenemy, Ed Koch, the mayor of New York, turns the floor over to King.
“Donald trump is a man of vision,” King bellows. “New York City needs a man like Donald Trump. I have come up with a word to describe him: ‘telesynergistic.’ That means, ‘progress ingeniously planned by geometric progression— the capability of transforming dreams into living reality, in minimal time, at megaprofits’.”
“Go on Don, I kinda like this,” Trump says sarcastically.
“Now, I believe the rift between Donald and Mayor Koch must be healed. We must get it behind us. New York needs Donald Trump’s energy and vision. That’s why I am offering my services as an intermediary. To act as a peacemaker, to do anything I can help to bring them together.”
“Don,” replies Trump, stroking his chin thoughtfully, “I’m not interested in peace, I’m interested in competence.”
Donald Trump sits in his office in the midtown Manhattan building that bears his name —“the most luxurious building in the world,” he calls it. All week he has been lampooned in Garry Trudeau’s comic strip, Doonesbury. In one series, Trudeau has Trump in front of a press conference, protesting that his alleged presidential ambitions are nothing more than “a billionaire developer exercising his right to float trial balloons.”
“’Doonesbury,’ Doonesbury,’ everybody’s asking me to respond to ‘Doonesbury,’” Trump says, a bit exasperated. A day earlier he said he was only vaguely aware of the comic strip and had dismissed the barbs with a wave of his hand: “People tell me I should be flattered.” Now he will lay the political rumors to rest. “I’m not running for president,” he says, “but if I did… I’d win. There, I said it. I didn’t think I would, but I did.”
Donald John Trump —real-estate developer, casino operator, corporate raider and perhaps future politician—is a symbol of an era. He is a man with the Midas fist. For better or worse, in the 1980s it is OK to be fiercely ambitious, staggeringly rich and utterly at ease in bragging about it. He is the latest of a breed unique to the decade: the businessman who becomes larger than life, like a star athlete or popular actor. Trump has made it into that rarefied group as fast as anyone, and he revels in his high celebrity status as few have before him. “There is no one my age who has accomplished more,” he boasts openly.
Trump has created one of the most profitable empires in the most public of fashions. His high profile, in fact, has been central to his success. “The aura of the Trump name,” as one of his attorneys puts it, “is a big asset.” For the new rich, says a New York real-estate broker, the name is synonymous with “status.” So Trump plasters it on practically every building he builds or casino he operates—and he promotes them brilliantly. “The P.T. Barnum of real estate,” a friend once called him. He has become so wealthy in the process, he concedes, that life has become something of “a game” for him. The ultimate scoreboard, he says, “is the unfortunate, obvious one: money.” Trump, who at 41 has amassed an empire whose assets are worth more than $3 billion, agrees with an assessment that others might find less than flattering. Asked if he’s the ultimate Yuppie, he replies, “Yeah, maybe.”
The ambition may be pure '80s, but the Trump lifestyle is roaring '20s. He owns three homes, and the word opulent does them no justice: 110 rooms at Mar-a-Lago in Palm Beach, the former mansion of cereal heiress Marjorie Merriweather Post; a huge triplex apartment in Trump Tower, the Fifth Avenue skyscraper he built four years ago, and a 10-acre, 45-room weekend estate in Greenwich, Connecticut.
He also owns a Boeing 727, the Darth Vader helicopter, and now he’s negotiating to buy a yacht owned by Saudi arms broker Adnan Khashoggi that’s about six times the size of the average Manhattan apartment. (“Not many people live a life like Khashoggi,” he says, and then adds with a grin, “but I’m coming damn close.”) Town & Country, an upper-crust print version of “Lifestyles of the Rich and Famous,” recently ran a 12-page cover spread featuring Trump’s wife, Ivana, a beautiful ex-model (In the final “Doonesbury” strip last week, a reporter asks what experience noncandidate Trump has with “people of modest means.” Plenty, Trump replies, “evicting them.”) Trump can hardly walk the streets of his native New York without being hounded by autograph seekers, most of whom seem starstruck.
Clearly, neither New York nor Atlantic City is big enough for Trump’s ambition. In the last year he has thrust himself, his money and his ego onto the national stage. A businessman sitting atop an empire worth $3 billion, Trump in the last year joined the richest army in the world—the growing legion of corporate raiders. Three separate times he made millions of dollars after buying up big chunks of publicly traded companies and then selling after rumors of a possible acquisition drove the share prices up. It was all pretty easy, he says, easier than real estate.
Open pleas: Maybe too easy for a man who seems attracted to power as he is to wealth. Last month Trump paid $94,801 to run a full-page advertisement in The New York Times, TheWashington Post and The Boston Globe. He wasn’t hawking luxury condos or the upcoming fight in Atlantic City. In an “open letter,” Trump thumped U.S. foreign policy, saying, “The world is laughing at America’s politicians” for protecting “ships we don’t own, carrying oil we don’t need destined for allies who won’t help.” Trump has agreed to an October speaking engagement in New Hampshire, where a lone political activist without any ties to the noncandidate is running around trying to organize a draft-Trump movement. Since the ad ran, Trump has denied presidential ambitions on several occasions; but since he does not intend to cancel the New Hampshire trip, talk of his political ambitions probably won’t stop anytime soon.
To Trump’s enemies—and he has enemies galore—his flirtations with politics confirm their worst suspicions: They view him as Citizen Kane sprung to life, an arrogant tycoon whose insatiable ambition leads him to seek political power. John Moore is an attorney who led a tenant group into bitter battle with Trump after he bought their rent-controlled building and announced he wanted to tear it down. “He is a dangerous man,” Moore says. As a political leader, he’s “the type who’d make the trains run on time.”
Trump is undoubtedly enjoying the hype associated with his recent political forays. He has long recognized the benefits of publicity. The equation is simple; if more people know your name and your reputation, more people will buy your flashy condominiums, dump quarters into your slot machines or pick up a copy of your new book. Trump feeds the hype machine because nothing matters more to him than success. At times, say people close to him, it seems it’s all he cares about. Says his sister Maryanne Trump-Barry, a federal district judge in New Jersey, “success brings success, which brings more success. The more he gets, the more he wants.”
Ice Show: How successful a promoter is Trump? Though he is now the largest casino operator in Atlantic City, he’s still known in his hometown mainly as a real-estate developer. Several developers have had a bigger impact on the New York skyline recently than Donald Trump. Yet only one building constructed in New York during the last 10 years has become a tourist attraction—Trump Towers. The difference is, the other developers don’t build buildings with soaring waterfalls, lobbies made of pink marble and astonishing opulent apartments that sell for more than $2 million. More also don’t name buildings after themselves. Few would humiliate the city’s mayor by reconstructing a public skating rink in four months after the city had spent seven years trying to do it. And absolutely no one else would proceed to insult the mayor at every turn thereafter.
Trump has managed to thrive flamboyantly in two scandal-ridden industries—casinos and New York real-estate development—and he’s done it without a taint of corruption. A high-level law enforcement official in New York says, “There aren’t even rumors” about the Trump organization in the construction industry. In Atlantic City, the gaming enforcement division several years ago asked Trump to sever his ties to a convicted felon who had worked for him in New York. He did so, and has had little trouble with the state since. He has also managed to avoid conflicts with unions in both industries, primarily because he pays union workers relatively well.
No one, not even people who loathe Donald Trump, denies his talent as a business man. Born in Queens, the fourth of five intensely competitive children, he is the son of a successful New York real-estate developer, Fred trump, and his wife, Mary. As a teenager, Donald worked for his father’s company, prowling around construction sites in Brooklyn and Queens in his spare time. After graduating with an undergraduate degree in finance from the University of Pennsylvania in 1968, Trump worked for his father full time. At 28, he set off on his own and moved into Manhattan. As Fred Trump got older he turned over most of his assets to Donald. Trump “very much wanted to match his father’s success,” says Trump-Barry. Trump became the consummate dealmaker, possessing what seems to be an intuitive knack for acquiring attractive assets cheaply. He is smart, tough and as tenacious as anyone in getting what he wants. Those traits, combined with his ability to attract customers to casinos or condos—“I do know how to sell,” he says—made Trump very rich, very quickly.
Trump laid the cornerstone of his New York empire in 1975, when he took on a project no other developer would. With the city practically broke, he cut a deal: He offered to rehabilitate a crumbling old hotel next to Grand Central Terminal—a block then in seemingly irreversible decline. In return, the city agreed to grant Trump a tax break worth $120 million to him.
The deal was vintage Trump. “Nobody believed I could pull it off,” he recalls. But after getting the subsidy, he persuaded lenders to give him $70 million, and Trump constructed what is now the hugely profitable Grand Hyatt Hotel. Though the tax break was controversial then, few in New York today doubt its wisdom. “The project triggered a tremendous amount of investment when that end of 42nd Street could have fallen into dereliction,” says Richard Kahan, a former state official.
Trump learned a lesson in the Grand Hyatt deal: It was important to have government officials on his side, particularly in New York, where a thicket of regulations makes it extremely difficult to build anything. He became, in the words of one major developer, “the ultimate inside player.” When other developers made relatively small campaign contributions to government officials, “Trump was giving $50,000—and bragging about it,” says a former government official. He also hired key government people after they left public service because he wanted their intimate knowledge of bureaucracy.
Screwing back: Whether that tack has actually helped him is questionable. When he tried to get another major tax subsidy for Trump Tower on Fifth Avenue, the city fought him. He finally won in court, but only after a long delay. Then he tried to get tenants evicted from a building he wanted to tear down from Central Park. The tenants fought back and eventually won a favorable settlement from Trump.
Now he has alienated Koch by demanding a $1 billion subsidy for a quintessential Trump project: a 150 story building—the world’s tallest—that he wants to build on a piece of land he bought for $92 million three years ago. The land sits against the Hudson River on Manhattan’s West Side and, thanks to a real-estate boom in New York, is already worth much more than what Trump paid for it. In addition to the 150-story tower, Trump wants to build 11 other skyscrapers, all 45 stories high.
He calls the project Television City, because he wants his new buildings to house the National Broadcasting Co. NBC’s parent company, General Electric, has been threatening to move the network out of New York.  Trump says Koch should grant him tax relief so he, in turn, can offer NBC subsidized office space and keep it in New York. Though publicly cast as a struggle to keep the network in the city, the issue in fact has become a test of wills between Koch and Trump.
Even some city officials privately say they’d bet on Trump. Those who have sat across the table from him say his negotiating style is infuriating, but effective. A rival developer says Trump “does business through intimidation. It’s bravado and shock. Intimidate until they collapse. Ask for the moon and you will get something.” Trump doesn’t necessarily disagree with all of that. He just characterizes it differently. “If people are fair to me, I’m fair to them,” he says. “If people screw me, I screw back in spades.”
Family trees: That combativeness applies to anyone, anywhere. At Trump Tower he told Irving Fischer, chairman of HRH Construction Corp., for years the Trump family’s main contractor, to get rid of a bunch of trees that had been installed in the building’s lobby. It had been an ordeal getting the tall trees into the building to begin with, and Fischer was unclear as to how Trump thought they could get them out. “Ever hear of a chain saw?” he snapped. It cost Trump $100,000 more, but he got rid of the trees he didn’t want.
Does toughness necessarily translate into more money for Trump? Ask Eric Silverstein. His sign-painting company had been working overtime to get ready for the opening of Trump Plaza, one of Trump’s Atlantic City casinos. Silverstein was a minor contractor on a huge project. But for him, the $800,000 fee was enormous.
No choice: Trump kept asking for small improvements in his work, Silverstein says, and delayed payment until they were completed. Then, he claims, Robert Trump, who managed the project for Donald, called Silverstein to a meeting he swears took place in one of the hotel’s men’s rooms. Trump, Silverstein says, had a new offer. He would give him 50 cents on the dollar to settle the contact. If he didn’t like it, he claims he was told, he could sue. Silverstein says he had little choice. A suit would take years, and he simply couldn’t afford the legal fees.
Robert Trump says Silverstein’s company got paid less than what he contracted for because it did “shoddy work and was late in finishing it, besides.” Silverstein disputes those claims, but Robert Trump says “Anything he got paid was too much.” Donald says he is unaware of the incident, but adds, “If a contractor does a great job, he gets full payment on the first of every month. Sometimes even earlier. If a contactor does less of a good job, I will try to renegotiate. If a contractor has done a bad job he will go through hell.”
To Trump, that’s simply good business. And outside time spent with his wife and three children, business consumes him. He recently bought a Florida condominium project in a poor location—an atypical move for Trump. He did it, he says, because when he stays at Mar-a-Lago, he needs something to do. “Now,” he says, “I have someplace to go” on weekends.
Such ambition leaves little time for friendships. “Friendship is not part of his agenda,” a business associate says, and Trump concedes as much. “I hate to have to rely on friends,” he says. “I’m not a trusting guy. I want to rely on myself.” His only “real friends,” he says, are family members.
Where his ambition will take him is by no means clear. Trump believes one of his strengths “lies in my unpredictability.” He could, without question, become one of the most feared corporate raiders around. Trump has cash and almost unlimited borrowing capability. He could go after almost any company he wants. Recently he took over Resorts International, a rival casino operator, the first time Trump had acquired a public company. In the last 12 months he has made more than $122 million buying large chunks of stock in three different companies—Allegis (formerly United Airlines), Holiday Corp. (owner of the Holiday Inns hotel chain) and Bally’s. In each case, news of his stake triggered takeover speculation that drove the stock price up.
But Harvey Freeman, one of Trump’s closest advisers, says his boss isn’t necessarily the next T. Boone Pickens. “He’s not going to go after companies for the hell of it,” says Freeman. “Each one of those deals this year were situations we had looked at closely, in businesses related to ours. Donald will just continue to pick his spots.”
The political talk is probably also overdone. Even if Trump were serious about a career in public life, it would be difficult for a casino operator, no matter how well known, to get elected to anything. Nor is it at all clear that he is serious. Trump admits that he only has a glancing familiarity with important issues and intimates that he would hate running for office. “He’d love to be president, but only if he were appointed,” says one friend.
In fact, Trump may have no grand strategic plan. His colleagues say he focuses on what’s in front of him. The project at hand completely consumes his energy. For now, that’s apt to be Television City and his casinos. A few years from now it may be something else; he just doesn’t yet know what. He will simply pursue success obsessively in everything he does, time and time again. “No achievement can satisfy what he wants,” believes one friend. “What he wants still is acceptance from his father. He is playing out his insecurities on an incredibly large canvas.”
‘Correct today’: Fred Trump, 83, still goes to work every day at his modest office in Brooklyn. He got rich years ago building thousands of brick, pillbox-size homes for the emerging middle-class in Brooklyn and Queens. Fred talks to his son nearly every day and says he is “awed” by what Donald’s done. His son is still very much a product of the Brooklyn office. His vernacular is neither that of an aristocrat nor of a polished executive. That may be why today, despite the outrageous trappings of wealth and unyielding ambition, Donald Trump remains a rather familiar figure.

In David Mamet’s Pulitzer Prize-winning play, “Glengarry Glen Ross,” a slick, street-smart real-estate salesman named Ricky Roma talks of ambition and money and what they mean. Forget Roma, for the moment, and substitute Trump.

“I do those things which seem correct to me today. I trust myself. And if security concerns me, I do that which today I think will make me secure. And every day I do that, and when that day arrives that I need a reserve, (a) odds are that I have it, and (b) the true reserve that I have is the strength that I have of acting each daywithout fear. According to the dictates of my mind. Stocks, bonds, objects of art, real estate. Now: what are they? An opportunity to what? To make money? Perhaps. To lose money? Perhaps. To ‘indulge’ and to ‘learn’ ourselves? Perhaps. So f---ing what? What isn’t? They’re an opportunity. That’s all. They’re an event. A guy comes up to you, you make a call, you send in a brochure, it doesn’t matter. “There’re these properties I’d like to see.’ What does it mean? What do you want it to mean…”

For Trump, it can only mean more money, more power and—what his $1 billion ego seems to covet most—more attention.   
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Once a symbol of cocky '80s wealth, Donald Trump is now tarnished by marital scandal, mired in debt and negotiating with banks to retain control of his empire. Even if he succeeds, the Trump "mystique' may never recover.
You live by the glitz, you die by the glitz -A former banker and friend of DONALD TRUMP'S who approved some of his early loans.
For a high-rolling decade, Donald Trump was the King of Glitz. He built sumptuous casinos and gleaming apartment buildings, bought world-famous hotels and a fleet of planes--and plastered his name over everything. He presumed to lecture America on "The Art of the Deal"--and the book became a best seller. Like a modern-day Gatsby, he lived as lavishly as he spent: the 10-acre weekend escape, the 110-room mansion in Florida, the $29 million yacht, not to mention the jet-black helicopter. He reveled in celebrity, chumming it up with Frank Sinatra and Mike Tyson, schmoozing courtside at the U.S. Open, even buying a football team. And all the time he was mouthing off, picking fights with New York Mayor Ed Koch, telling people how he'd deal with the Japanese. "There is no one my age who has accomplished more," he bragged at 41. "Everyone can't be the best."
It's hard to believe that was only three years ago, just as Trump was becoming a national emblem of cocky'80s wealth. Now just as suddenly, he's become a national object lesson in how fast those heavily borrowed fortunes and the fame that came with them can fade. "The 1990s sure aren't anything like the 1980s," Trump said recently--and he should know. In just a few months, he's watched his marriage break up in the pages of the tabloid press. He's had to manage without two top executives who died in a helicopter crash last fall. There have been intensifying rumors about his business troubles: contractors who haven't been paid; stories of Trump nervously prowling the tables at his Atlantic City casinos to see how the high rollers were doing. Last month Forbes magazine, which for a decade has charted Trump's rise in its annual list of richest Americans, estimated that increased debt and a drop in real-estate values caused him to lose more than two thirds of his net worth last year--a nose dive from $1.7 billion to $500 million (page 40).
For months Trump denied that anything was wrong, and even boasted that the divorce headlines were good for business. Then last week came hard evidence that his financial woes are much more severe than he had let on. For several weeks, sources from several New York City banks confirmed, Trump and advisers have been meeting daily in Trump Tower with about 25 bankers and their lawyers to figure out how to renegotiate much of his hefty $3.2 billion debt. At least some of the lawyers are specialists in bankruptcy and corporate restructuring, according to banking sources. Some sources called the atmosphere cordial and said Trump had asked for the meetings; other reports had the two sides growling at each other. In either case, the talks conjured up a truly startling image: Trump, the self-proclaimed master of the deal, negotiating the terms of his financial survival with, as one observer put it, "stranger in business suits."
While the New York tabloids had their usual field day with the stories (UH-OWE! read the Post), Trump was uncharacteristically mum, declining to talk to NEWSWEEK. Only a day before The Wall Street Journal first reported on the meetings with bankers, Trump did attend a session of the American Booksellers Association in Las Vegas to promote his new book, called "Trump: Surviving at the Top," a title that provoked a few chuckles. The book is scheduled to be published in October but may be rushed out earlier now. Trump joked at a breakfast: "We may have to end certain chapters with a question mark. We may have to end the whole book with a question mark."
Few are predicting that the last chapter will be Chapter 11. Unless the talks break down completely, Trump seems likely to avoid the worst-case scenario: failure to make his next payment on bank loans and junk-bond interest this week, which could allow his creditors to force him into bankruptcy protection. Although he had already put the Trump Shuttle, his East Coast air service, and his yacht, the Trump Princess, up for sale, his spokesmen insist he will not have to sell other prized properties like The Plaza hotel to cover his debts (page 43). As the week ended, sources said, the talks were narrowing in a deal in which Trump could give the banks more collateral or a stake in many of his properties--an outcome that could cut down on his interest payments and perhaps even allow him to borrow more, but could significantly diminish his control over the empire. Banking sources also reported that Trump's lifestyle was on the table. "The boat, the mansions, the planes-they may all have to go," said one banker.
Yet even if Trump negotiates his way out of this immediate financial squeeze, his name will never carry the same mystique. Much of his success has been built on convincing lenders--and the public--that simply putting the word "Trump" on a building or an airplane would immediately increase its value. Now the name isn't just associated with "quality" (Trump's favorite word) but also with the whiff of marital scandal and the growing scent of financial distress. A real-estate broker, who says Japanese investors once called only to ask for "a Trump apartment," says some are now turned off by the divorce. Smelling blood, potential buyers for Trump's properties are sure to drive hard bargains.
Fickle as ever, the public is now just as hungry for tidbits about Trump's fall from grace as they once were for his pearls of wisdom (page 44). Raye Nelson, a retired teacher in Houston, says she used to admire Trump. "I read his book and I thought, 'What a wonderful young man to have done all he's done'." Now, she says, "it seems like he built his empire on sand rather than rock. I believe he just got greedy and needs to go back and acquire some more character somewhere." Even business associates are coming out of the woodwork to say, "I told you so." One lawyer and professed friend who has worked with him over the years insists Trump's troubles reveal what was behind the emperor's clothing. "Donald has never had the net worth he claimed," he says. "What he did have was trophy properties, brass balls and a big mouth. "
Ultimate humiliation: That people are now making fun of Trump's financial acumen may be the ultimate humiliation. After all, Trump was the self-proclaimed dealmeister himself, the man who built a reputation starting in the mid-1970s as a smart, risk-taking developer who could turn a seeming dog of a property into gold. His first big project, and the cornerstone of his New York empire, was the rebuilding of a dilapidated old hotel next to Grand Central Terminal. The city gave him a $120 million tax break and he got the banks to lend him $70 million. Up went the Grand Hyatt Hotel, which today is among his few properties showing a profit after paying interest costs.
Trump later erected Trump Tower, the Fifth Avenue building that pushed him into national attention with its marble lobby and impressive waterfall. A mixture of stores and million-dollar apartments, it became an attraction that drew hordes of tourists-and became a resounding financial success.
The first signs that something might be awry in Trump's empire started surfacing, ironically, as the press started reporting on his personal problems earlier this year. His breakup with his wife, Ivana, and his reported affair with model Marla Maples attracted a blizzard of publicity, distracting him at a time when his newest, most expensive Atlantic City casino, the Taj Mahal, was due to open. Says a friend, "As he found out, this kind of publicity can come back and bite you in the rear end." While Marla went into hiding, the spouses skirmished through dueling press releases and the public argued over whether their nuptial agreement was fair. (It gave Ivana $25 million, which according to almost any estimate was only a small fraction of Trump's assets.) Forbes magazine soon weighed in with its cover story putting his assets at only $500 million, and calculated that he was some $40 million short of paying his creditors each year.
Trump called those figures nonsense. Yet the impression that something was amiss grew stronger when he disclosed that he was considering selling the Shuttle, which he bought from Eastern only one year ago. The reason. he insisted: cash is king. He said he wasn't hurting for money but merely wanted to be ready to seize new opportunities as property values fell. He even insisted the marital publicity was actually helping his businesses by attracting curiosity seekers.
In some cases, it had the opposite effect, claims one banker. Japanese buyers, a mainstay of some Trump properties, appeared to shy away from some of his residential buildings. The Japanese, the banker says, "would tell us, 'We want something in a Trump building. We don't care what it costs.' Now, forget it. They don't like the publicity."
The roots of Trump's cash crunch go far deeper than a scarcity of Japanese apartment buyers. In his heyday, Trump's projects were largely in-and-out deals: he erected apartment buildings and sold units as condominiums, charging the premium prices his name allowed, and walked away with hefty profits. "He wasn't a cash-flow builder," says one of his former bankers. That changed when he bought such properties as the casinos, The Plaza hotel and the Shuttle airline. These were operations that required skillful management on a daily basis to produce profits. More crucially, Trump needed to generate huge cash flows to pay the enormous interest costs he incurred in borrowing to buy the properties.
Track record: Based on his track record, the banks opened their wallets to Trump, seemingly without undertaking the normal financial analysis. A lawyer who has worked with Trump says, "Donald Trump could have walked into any bank and said, "I want $25 million,' and nobody would ask for a financial statement. They'd say, "Donald Trump, $25 million? Done!'" James Grant, a business observer and editor, says the banks were feeding Trump's speculative purchases. "All this occurred," he says, "three, four or five years after it was clear to anyone that this same style of lending had brought ruin to the big Texas banks." Trump's major banks, Chase Manhattan, Citibank, Bankers Trust and Manufacturers Hanover, declined to comment.
Not only was it the magical Trump the banks were lending on; it was a time when market values had been rising almost non-stop since the late 1970s. If the cash flow from the various properties didn't cover the debt payments, it didn't really matter. Like a homeowner, Trump could mark up the value of a building on paper and borrow against it through second mortgages. Trump also took out personal lines of credit that were unsecured and sometimes used them to make interest payments. "The banks," says a lawyer who has known Trump since his first project, "created their own monster."
The monster got bogged down when Trump miscalculated on a number of things--some none of his own doing. The real-estate market flattened, making lenders less willing to refinance properties based on speculative values. In April Trump reportedly tried to refinance his stake in the Grand Hyatt and a Chase Mahattan mortgage on Trump Tower, but deals went nowhere. By now, even banks that might have wanted to give Trump more money had become constrained; the savings and loan crisis had caused federal regulators to monitor bank ending practices more closely. Says one real-estate lawyer, "You can't do the 'wink and keep on lending' routine."Meanwhile, the Japanese stock market had plunged, drying up potential sources of financing there. Trump even tried raising money by selling his Princess yacht in a $5115 million deal to Japanese investors that, too, fell apart.
Suddenly Trump found himself walled in by looming interest payments and a bunch of properties with large cash-flow demands. Chief among them are his three Atlantic City casinos, on which Trump had counted to support his other enterprises. Trump moved aggressively into Atlantic City in the mid-1980s, first with the Trump Plaza and then Trump's Castle. His biggest gamble came in 1988 when he engineered the purchase of the unfinished Taj Mahal from former talk-show host Merv Griffin. At the time itseemed like another brilliant Trump stroke. He paid a low-ball $278 million, leaving Griffin with the Resorts Internaional casino, which eventually ended up under bankruptcy protection. The Taj finally opened in April, adding about 20 percent capacity to the city's gaming business at a time when growth in the market was slowing considerably.
Despite the immense ballyhoo surrounding its opening, the prospects for the Taj's profitability remain unclear. In May it grossed $36 million, but analysts question whether the casino can maintain that level after the initial excitement subsides. It needs to rake in roughly $1.3 million a day to break even,analysts say. Trump has a more immediate concern on June 15, when he's due to make a $42 million payment to Castle bondholders. While he is likely to make that payment, some of his banks are described as worried. They are concerned that paying the bondholders might stretch too tight to make payments on their bank loans.
Underlying the casinos' problems is a management team in turmoil. Last October two of Trump's most respected casino managers, Stephen Hyde and Mark Etess, died in a tragic helicopter crash. Last month Jack O'Donnell quit as president of the Trump Plaza, Trump's most profitable casino, complaining that he didn't want to work for Trump anymore. O'Donnell didn't say much more until this week, when he learned of recent disparaging remarks Trump had made about the effectiveness of the two deceased executives. In an interview with NEWSWEEK, an embittered O'Donnell criticized Trump, saying he used the customer lists of the Plaza to feed the Taj Mahal. "Even if there hasn't been a violation of the law, and I think there has been, Donald is totally void of morals in business," he said.
As O'Donnell painted it, Trump sometimes makes decisions about his casinos on personal whims. In one case, Trump insisted on constructing a $1 million oyster bar in the Trump Plaza, despite his managers' contention that a retail store was far more profitable. The managers think they know why. Marla Maples had been known to order lots of seafood from room service, they said. Trump has said the oyster bar better complemented a nearby ice-cream parlor.
Trump's intense push for casino profits was never clearer than on one weekend in May. A Japanese high roller who had won $6.2 million in February was back playing at the baccarat pit at the Plaza casino. O'Donnell said an employee told him, " "Donald's in the pit carrying on. He's going to drive the guy out of here'." Trump was pacing near the gambler, who was winning at the time. It was a violation of an old gambling rule. Says O'Donnell, "When the customer is beating you, you never sweat it out, you never let on that it bothers you." As it turned out, the gambler eventually lost $10.3 million, but Trump cut him off before he had a chance to recover. Furious, the gambler left, O'Donnell says, in a limousine driven by executives of the competing Caesars casino.
Late paying: Trump has still more problems in Atlantic City. The construction manager who helped build the Taj contends he is late in paying more than $50 million to subcontractors. Trump's troubles have caught the attention of the New Jersey Casino Control Commission. A spokesman said the division of gaming enforcement is examining his financial wherewithal on a day-by-day basis.
Trump casino officials hastily arranged a press conference at the end of the week to try to paint a different picture. Edward Tracy, who oversees all three casinos, insisted business was "fabulous." He confirmed that about 120 Taj Mahal employees had been laid off but denied reports that an additional 2,500 of the 6,500 Taj's workers would soon lose their jobs. Tracy also acknowledged that payments to vendors were knowingly delayed at times but attributed it to a cash-management strategy. As for Trump's money problems, Tracy stoutly denied that any of the three casinos are up for sale.
That's not the case for the Trump Shuttle, another disappointing acquisition. Trump bought the Shuttle from strikebound Eastern Air Lines for $365 million--with its market share less than 30 percent. Trump refurbished the planes and managed to bring the market share up to about 50 percent. But even then he couldn't turn a profit. The Shuttle, Trump executives realized, is extremely expensive to operate--thanks to standby planes and crews--and as a result is not throwing off enough cash to meet interest payments. After Trump announced he was thinking about selling the service (he even did away with free coffee), Pan Am said it was putting up its East Coast shuttle for sale. Analysts now think Trump would be lucky to get back the $365 million he paid.
Trump's experience with his "ultimate trophy," The Plaza hotel, is much the same. He paid a price, about $400 million, that analysts think was too high; then he spent even more bringing the property up to its former glory--all with borrowed money. The hotel now looks great, and revenues are up, but not enough to cover the interest payments of about $40 million a year. Earlier this year a confident Trump contended he had turned down an offer from the Sultan of Brunei for about twice what he had paid.
Trump's biggest frustration lies in a large, undeveloped tract on Manhattan's West Side along the Hudson River. After paying $115 million for it in 1985, Trump unveiled a massive development plan that would include the world's tallest building (150 stories) and residential housing. But West Side community activists, never appreciative of Trump's taste anyway, have tied up the project in a tangle of environmental protests. Meanwhile, Trump is incurring about $12 million a year in interest costs.
Long term: As his friends view it, Trump simply got caught in a economic downturn at a time when his wallet was stretched. His most recent projects, like The Plaza and the West Side development, all require substantial upfront spending--and time--for their value to improve. One builder portrays Trump as a Japaneselike businessman who was developing projects for the long term-only to be cut down by shortsighted bankers. As one executive close to Trump put it, "If we had two more years of the 1980s he'd have been OK."
Maybe so, but to others Trump is not a magician but a speculator who was bound eventually to get knocked down by debt and normal business cycles. Irving Fischer, chairman of HRH Construction, which has built Trump developments from the start, hails Trump's brilliance but also points out, "He took a 10-year run and rode the crest of the wave."
Of course, many Trump properties are valuable trophies--once you take away the debt he poured on them. If Trump is able to get fresh capital from the banks, he could use that money to buy back--on the cheap--some of the now deflated bonds he issued to build his casinos. That could save him millions in interest costs. Some properties, like the vacant West Side lot, he may want to sell outright; he may want partners for others. His problem now is that potential buyers know all this. "What Donald has to do," a friend says hopefully, "is to find people not out to screw him."
As for Trump himself, associates say he's holding up well under the strain and actually looks as r up as they've seen him in a long time. Says an executive, "He feels that anyone can be a hero when things are good. The test of a person's mettle is when things aren't so rosy. He's a good c, and this is the toughest deal of his life." Others say the diminution of his empire is bound to change him, perhaps even transforming him into a humbler, less publicity-hungry conservative businessman. One acquaintance suggests with tongue in cheek that Trump could surface from his bankers' meetings "with Billy Graham on his arm proclaiming he doesn't need fast cars, yachts, big houses, and announce he will build housing for the poor in the Brox." If that happens, you'll know the 1980s are really over.
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