
Higher education institutions face 
unprecedented challenges from 
demographic shifts, federal scrutiny 
and infrastructure needs. Municipal 
bonds provide essential financing 
that enables these institutions to build 
state-of-the-art facilities, maintain 
competitive campuses and secure 
operational liquidity. For investors, 
higher education bonds offer attractive 
opportunities within the municipal 
market, particularly as recent market 
dislocations have created compelling 
value propositions in a sector 
with significant long-term capital 
requirements and societal importance.
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BY THE NUMBERS 

Munis in your community

•	 3,200: approximate number of U.S. non-
profit higher education institutions.1  

•	 $262 billion: higher education bonds 
outstanding; $26 billion issued in 
1H25, up 37% compared to last year.2 

•	 52%: top ten higher education borrowers 
account for the majority of 2025 new 
bond issuance.3 

•	 $950 billion: capital investment needed to 
address deferred maintenance backlog for 
higher education issuers.4 

•	 171%: increase in applications via the 
Common Application from 2014 to 2024.5 

MUNI BONDS FINANCE HIGHER 
EDUCATION’S INFRASTRUCTURE 
RENAISSANCE

Consider these high impact infrastructure projects 
financed by municipal bonds: The Big House, 
home to University of Michigan football and the 
largest stadium in the United States; Carnegie 
Mellon University’s 278,000 square foot Richard 
King Mellon Hall of Sciences; and the University 
of Rochester’s nationally recognized Wilmot 
Cancer Center. 
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Municipal bonds are essential for higher education 
because they provide a critical source of cost 
effective, long-term financing for public and private 
nonprofit colleges and universities. Bond proceeds 
are used to build and renovate dormitories, 
classrooms, libraries, laboratories and athletic 
facilities and meet other infrastructure needs. 

Unlike in many other parts of the world, where most 
college students are commuters, students in the U.S. 
seek an immersive college experience, where they 
learn, live, eat and socialize. As such, institutions 
find themselves competing to attract students with 
high quality facilities, leading to an arms race in 
capital infrastructure and increased reliance on the 
municipal market for financing needs. 

By tapping the municipal market for capital, 
institutions can preserve their own cash and 
investments for other uses such as scholarships, 
faculty salaries and research. Additionally, access to 
stable and predictable financing allows institutions 
to engage in long-term planning for the betterment 
of their students, staff, alumni and communities.

In addition to capital investment, institutions 
also occasionally borrow to fund operations. For 
example, many highly rated institutions —  
such as Harvard (rated AAA by Standard & 
Poor’s), Columbia (AAA), MIT (AAA), Yale (AAA) 
and Princeton (AAA) — recently issued taxable 
municipal debt to bolster balance sheet liquidity in 
the face of potential reductions in federal funding. 

Access to low-cost borrowing enables institutions 
to keep campuses updated and provides liquidity to 
fund educational and research priorities. 

HIGHER EDUCATION BOND 
ISSUANCE SURGES AMID POLICY 
UNCERTAINTIES

Higher education debt constitutes a significant 
portion of the municipal bond market, representing 
approximately 6% with $262 billion outstanding 
of the $4.3 trillion total market. The sector has 
experienced remarkable growth in 2025, with 
issuance both accelerating in pace and expanding in 
volume. In the first half of 2025, higher education 
borrowers issued $26 billion in municipal bonds —  
a 37% increase compared to the same period last 

year, substantially outpacing the broader municipal 
market’s 14% growth (Figure 1).

To put this surge in perspective, the sector’s 
issuance in just the first six months of 2025 
nearly matched the entire $29 billion issued 
throughout 2024. While 115 institutions have 
accessed the debt markets this year, issuance 
remains concentrated, with the top ten borrowers 
accounting for over half of the total volume.

Accelerated issuance in early 2025 primarily 
stemmed from uncertainties regarding federal 
research grants, endowment taxes, student aid 
and international student policies. These concerns 
motivated institutions to secure financing before 
potential adverse policy decisions could affect their 
operations. Several prestigious universities —  
Harvard, Princeton, MIT, Brown, Stanford and 
Yale — exemplify this trend, collectively issuing 
$2.8 billion in taxable debt during the first half of 
2025 to bolster liquidity against possible federal 
funding reductions.

Nuveen anticipates issuance patterns will normalize 
as federal policies gain clarity. Nevertheless, the 
sector should maintain steady issuance momentum 
as institutions continue addressing capital 
requirements through municipal markets regardless 
of federal policy outcomes. The magnitude of this 
ongoing need is substantial — Moody’s projects 
that addressing the sector’s deferred maintenance 
backlog could require up to $950 billion in capital 
investment over the next decade.

Figure 1: Higher education debt markets hit record 
breaking pace
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Data source: Bloomberg, L.P., 30 Jun 2025.
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MARKET DISLOCATION CREATES 
COMPELLING VALUE OPPORTUNITIES

Nuveen continues to identify compelling 
investment opportunities within the higher 
education sector. Record-setting issuance has 
created favorable pricing conditions for buyers in 
the new issue market. With the One Big Beautiful 
Bill Act now finalized and policy implications 
clarified, we expect issuance patterns to normalize, 
potentially driving stronger performance through 
the second half of the year.

As students head back to campus this fall, investors 
are closely watching enrollment figures to assess 
both incoming freshman demand and retention 
rates of prior years’ students. These metrics will 
help the market gauge the full impact of recent 
federal policy shifts affecting student loan eligibility 
and international student visa requirements.

Recent heightened federal scrutiny has widened 
credit spreads beyond historical averages — 
approaching levels typically associated with riskier 
sectors — even for highly rated institutions like 
Harvard and Columbia. This presents potential 
value opportunities for discerning investors.

Harvard’s bonds have experienced significant 
volatility this year amid ongoing tensions with the 
Trump administration (Figure 2). The 5% bonds 
due in 2030 saw their spread widen dramatically 
from 29 basis points (bps) in January to 82 bps in 
late April, when the administration threatened to 
revoke the university’s tax-exempt status.

While moderating slightly to 70 basis points by 
30 June, spreads briefly narrowed on 01 August 
following rumors of a potential settlement. 
Despite the recent tightening, the Nuveen 
research team identified the approximately 50 
bps widening as a potential buying opportunity, 
particularly notable for a AAA-rated institution 
with a $53 billion endowment.

The sector’s demographic challenges and 
affordability concerns are longstanding issues. 
Institutions with strong management teams and 
greater financial flexibility that have proactively 
addressed these challenges stand better 
positioned to navigate new federal and regulatory 
changes, making them particularly attractive 
investment candidates.

BLUE TURF STADIUM RENOVATION: BOISE STATE UNIVERSITY

Boise State University’s Albertsons Stadium, renowned for its distinctive Blue Turf, stands as an 
iconic collegiate sports venue. First installed in 1986 and federally trademarked in 2011, the Blue 
Turf has become synonymous with the Broncos’ formidable home-field advantage, evidenced by 
their perfect 7–0 record during the 2024–2025 football season. Originally constructed in 1970 
with seating capacity exceeding 36,000, the stadium entered a new chapter in February 2025 
when the university issued $48 million in municipal bonds to fund comprehensive renovations.

These bond proceeds will fund a comprehensive stadium renovation project that includes 
constructing a continuous concourse around the venue and adding 1,600 premium/field-level 
seats. All improvements are scheduled for completion before the 2026 football season kicks off. 
Investors in these municipal bonds will receive payments from a diversified revenue stream that 
includes tuition, housing fees, event ticket sales and ancillary income sources such as parking fees.

Beyond enhancing the experience for athletes, fans and students, this renovation project 
generates significant economic benefits. With ticket sales alone generating $8 million in 2024, 
the expanded facility will continue to boost Idaho’s economy while strengthening the state’s 
cultural identity and athletic reputation.
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NAVIGATING COMPLEXITY IN HIGHER 
EDUCATION BOND ANALYSIS

As many parents and high school students can 
attest, gaining college admission today often 
seems extraordinarily challenging. Meanwhile, 
headlines regularly feature increased federal 
government scrutiny of higher education 
institutions. Against this complex backdrop, 
investors might reasonably question whether 
higher education bonds represent a prudent 
investment opportunity.

As bond investors, our responsibility extends 
beyond headlines to conduct thorough evaluations 
of colleges and universities based on fundamental 
metrics including student demand, financial 
position and management quality. We approach 
this analysis through the following framework:

Student demographic shifts challenge 
demand
Following the digitization of the Common 
Application, first year applications to member 
institutions increased 171% between fall 2014 
and fall 2024, intensifying competition across 
institutions. The University of Texas exemplifies 
this trend, having broken its application record 
for three consecutive years with over 90,000 
applications for fall 2025 — a 25% increase from the 

previous year. Many prestigious institutions have 
experienced similar application surges, resulting in 
declining acceptance rates.

However, these highly competitive schools represent 
only a small segment of America’s approximately 
3,200 non-profit higher education institutions, all 
competing for a diminishing pool of high school 
graduates. As birth rates have declined, the number 
of high school graduates is projected to peak at 3.9 
million in 2025 before decreasing by an estimated 
13% through 2041 to 3.4 million — a phenomenon 
widely described as the demographic cliff (Figure 3).

Institutions that successfully attract and retain 
students from this shrinking applicant pool will 
maintain stronger financial positions moving 
forward. This demographic reality has already 
impacted many colleges and universities over the 
past decade, with declining freshman classes and 
overall enrollment. The pandemic exacerbated this 
trend, causing sector-wide enrollment to drop by 5% 
before returning to pre-pandemic levels in fall 2024.

Smaller colleges face particular vulnerability to 
these enrollment shifts, as even modest declines 
significantly impact their tuition revenues. In 
contrast, larger institutions with diverse student 
populations can often offset undergraduate 
enrollment decreases by expanding graduate 
programs or attracting nontraditional students.

Figure 2: Harvard bonds have faced significant volatility in 2025
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Data source: Morgan Stanley Matrix, 01 Jan 2025 – 01 Aug 2025. Performance data shown represents past performance and does not predict or guarantee future results. 
Representative indexes: MMD: Municipal Market Data; Harvard: 5% bonds due in 2030. Nuveen portfolios may or may not be invested in the Harvard bond referenced in this 
paper. However, no particular endorsement of any company, product or service is being made, nor does Nuveen have any other conflicts of interest in presenting this analysis. We 
are not recommending the Harvard bond, only referencing it as a case study in how market dislocation creates compelling value opportunities.
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Financial fundamentals drive 
sustainability and creditworthiness 
Beyond demand and enrollment metrics, an 
institution’s fiscal health plays a crucial role in 
determining its sustainability and debt repayment 
capacity. Operating margin — calculated as the 
excess of revenues over expenses — provides insight 
into an institution’s financial cushion and flexibility 
to manage revenue and expense pressures, 
whether from enrollment-driven tuition declines 
or inflationary cost increases. Strong operating 
margins generate additional cash flow for debt 
service, enhancing creditworthiness.

Liquidity represents another vital measure of fiscal 
strength, typically assessed through metrics such as 
Days Cash on Hand and available resources to debt 
ratios. These indicators quantify an institution’s 
capacity to fund both operations and long-term 
debt obligations. Complementing operating cash, 
endowments serve as significant sources of liquidity 
and flexibility for higher education institutions. 
These permanent investment pools, funded 
through gifts, allow universities to draw annual 
percentages to support operations, scholarships and 
faculty positions.

However, endowment values vary dramatically 
across institutions. According to the National 
Association of College and University Business 
Officers (NACUBO) 2024 endowment study, 
only 150 of 669 participating institutions have 

endowments of more than $1 billion, which 
accounts for about 90% of the total endowment 
value of all post-secondary institutions. This 
disparity has created pronounced stratification 
between institutional haves and have-nots. Colleges 
with larger endowments enjoy greater flexibility 
to attract premier students and faculty while 
weathering sector headwinds, such as potential 
reductions in federal funding for grants and 
student loans.

Leadership stability and strategic 
vision drive success
Finally, we evaluate management and governance 
in how effectively they run the institutions. With 
significant leadership turnover recently across the 
sector, the depth and breadth of the management 
team and favorable relationship with the board are 
critical to maintaining stability. Long term planning 
and risk management enable an institution to better 
adjust to shifting revenue and expense pressures. 

Bond security provisions scale with 
institutional credit quality
Security provisions for bonds issued by colleges 
and universities vary significantly based on 
creditworthiness. Higher rated institutions typically 
offer investors a general obligation pledge — a 
straightforward commitment to repay debt from all 
available resources without specific collateral.

Figure 3: The number of high school graduates is projected to decrease
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Data source: Knocking at the College Door, 2024.
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For institutions lower in the credit spectrum, 
enhanced security provisions protect investor 
interests. Rate covenants establish minimum 
net revenue thresholds required for debt service 
coverage. Should revenues fall below these 
thresholds, investors typically have the right to 
engage consultants to evaluate the institution’s 
fiscal condition and recommend improvements.

Additional protective measures include debt 
service reserve funds — restricted pools of cash and 
investments available for debt service payments 
when institutional revenues prove insufficient. 
“Additional bond tests” prevent overleverage 
by limiting future borrowing based on net 
revenue calculations.

The lowest-rated institutions may provide 
tangible collateral such as campus mortgages, 
allowing investors to foreclose and liquidate 
properties to recover their investments in 
default scenarios.

HIGHER EDUCATION ENABLES SOCIAL 
AND ECONOMIC MOBILITY

Higher education has profoundly shaped the 
United States at both individual and societal 
levels. Access to education — regardless of 
race or economic background — has served 
as a critical pathway to social mobility and 

achievement of the American Dream, equipping 
individuals with essential skills for productive 
participation in society.

Both associate’s and bachelor’s degree programs 
provide specialized capabilities necessary to 
compete in today’s rapidly evolving labor market. 
By enhancing employability, higher education 
creates pathways to greater financial security 
and overall economic well-being. Research 
consistently demonstrates that individuals with 
advanced education, particularly bachelor’s 
degrees and beyond, enjoy substantially 
better financial outcomes. Bureau of Labor 
Statistics data reveals that bachelor’s degree 
holders experience unemployment rates less 
than half of those of high school dropouts, 
while earning more than twice the income on 
average (Figure 4).

RESILIENT INSTITUTIONS SHOULD 
EMERGE STRONGER THROUGH 
ADAPTATION

Higher education has transformed countless lives 
worldwide, with municipal financing playing a 
crucial role in helping institutions fulfill their 
educational missions.

Despite the sector’s current challenges, institutions 
demonstrating strong demand, robust financial 

Figure 4: Education drives income growth and employment security
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Data source: Current Population Survey, U.S. Department of Labor, U.S. Bureau of Labor Statistics, 2024. Data are for persons ages 25 and over; earnings are for full-time wage 
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management and visionary leadership remain 
well-positioned to serve future generations while 
delivering stable, long-term value to investors. The 
changing landscape offers a valuable opportunity 
for higher education institutions to reassess their 
business models and implement efficiencies that 
better address affordability concerns and restore 
public confidence in higher education. 

Investors are particularly focused on how institutions 
respond to these challenges through strategic 
initiatives like eliminating undersubscribed academic 
programs, forming partnerships to enhance programs 
and share costs and implementing innovative uses 
of campus real estate. Those institutions capable 
of successfully navigating the evolving policy 
environment will ultimately emerge stronger and 
more resilient.
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