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AGENDA

1. Refresh Bond Basics 
2. Taxable vs. Tax-Exempt Financing 
3. Municipal Market Regulations
4. Evaluating Market Conditions
5. Terminology in Depth
6. Credit Ratings 
7. Credit Enhancement
8. Subprime Mortgage Crisis
9. Arbitrage 
10. Derivative Instruments 
11. Off Balance Sheet Financing

Not in this course…

Accounting for debt or facilities

Complex bond math 



REFRESH           
BOND BASICS



PATHWAY TO MUNICIPAL BONDS 
MSRB EXAMPLE:



MUNICIPAL DEBT: 
A SMALL COMPONENT OF TOTAL U.S. FIXED INCOME



REFRESH BOND BASICS 

GENERAL OBLIGATION VS. REVENUE DEBT

GENERAL OBLIGATION
• Often unsecured 
• Backed by revenues & assets 

of entire enterprise
• Sometimes with a mortgage

REVENUE
•Often secured by smaller segment 

of enterprise
•Additionally secured by covenants 

and liens 

VARIABLE VS. FIXED RATE DEBT
VARIABLE RATE

• Changeable interest rates
• When rates change, investors 

may have “put” rights

FIXED RATE
• Guaranteed interest rate 
• For specified term 



Neutral 

Positive

Neutral 

Negative 

Positive

Negative 

Negative

Positive

FIXED RATEVARIABLE RATE

Cost of Capital:

Predictability:

Liquidity:

Prepayment Flexibility:



REFRESH BOND BASICS
BONDS MAY BE…

▪TAXABLE OR TAX-EXEMPT 
▪LONG-TERM OR SHORT-TERM

▪ Common Short-Term debt instruments: 
▪ Lines, notes, letters of credit (LOC), commercial paper 
▪ Carry short-term ratings

▪ Long-term bonds may have 20-30 year maturities (or longer!) 

▪AMORTIZING OR BALLOON MATURITIES
▪ Balloon aka Term Bonds

▪ Investors receive a massive, final lump-sum payment of principal at 
the end of the term

▪ Amortizing ak Serial Bonds
▪ Investors receive periodic installments of principal payments that 

gradually pay down the debt over the term



▪ Issuer 
▪ Borrower
▪ Lenders/Bondholders/Investors
▪ Trustee
▪ Investment Banker/Underwriter
▪ Financial Advisor
▪ Credit Enhancer (AKA Credit Provider)                                       
▪ Bond Counsel

REFRESH BOND BASICS
MAJOR PLAYERS



REVENUE GENERAL OBLIGATIONS LEASE REVENUE

• Revenue pledge
• Specifically defined 

revenue source
• No taxing power
• Not subject to 

appropriation

• Full faith and credit 
pledge

• Taxing power
• Not subject to 

appropriation

• Special obligation 
pledge

• All legally available 
revenues

• No taxing power
• Subject to 

appropriation

BOND REVENUE SOURCES



MORAL OBLIGATION SYNTHETIC LEASES
OTHER DEBT                       
(NON-CAPITAL)

OTHER TYPES OF DEBT

• No legal obligation to 
pay (for most 
circumstances)

• Likely to pay anyway; 
best interest of 
institution 

• Tenant-based lease 
financing structure –   
a hybrid lease/debt  

• Vendor Leases

• Outsourcing (other 
people’s money) 

• Off-balance sheet 
financings  (“adjusted 
debt”)



DEBT TERMINOLOGY 

NOMINAL OR COUPON RATE
• Interest rate paid periodically on a loan

•Usually expressed as % of par amount

BOND PRICE
• Amount a lender will lend in        

consideration of future receipt                                    
of principal and interest payments

BOND YIELD
• Single rate that sets the present value (PV) 

of future principal & interest payments 
equal to initial price 

Current Yield (%) = Annual Coupon Pmt ÷ Bond Price

For example, a bond trading at $900 with a $1,000 face 
value (aka par value) and a $60 coupon has a 6% coupon 
rate and a current yield of 6.7%.

Generally, bond prices & yields are inversely related
      If, prevailing market interest rates

      Then, current market price of bond                    

      Resulting in current bond yield                                      

Coupon Rate (%) = Coupon Payment ÷ Par Value

https://www.wallstreetprep.com/knowledge/face-value/
https://www.wallstreetprep.com/knowledge/face-value/


BOND COUPON
Periodic payments                     

on a bond



LOAN MATURITIES 

MAY INVOLVE A LOAN FOR EACH PROJECT STAGE
• Construction Loan 
• Mini-Permanent Financing (more common with P3s)
• Construction Completion and Permanent Financing 

• Longer term financing 
• “Take out” the construction loan

• Pay off the short-term lender
• Permanently” finance the project 



1
6

LOAN
DURATION 
& 
INTEREST 
RATES

Usually longer term = 
higher rate

When inverted,                               
longer term = lower rate





YIELDS ON
30 YR MUNI 

5% 
NON-CALL 

10 YR
AS OF 05/22/26
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Bloomberg Municipal AAA Bond Index and U.S. Treasury Yields at Different Maturities
2025
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TAX-EXEMPT 
BOND YIELD 

CURVES
  

BLOOMBERG.COM 
JULY 23, 2009





  1 Day       2 Day       Change       28%        1 Wk        1 Mo.     6 Mos.
             Prior        Prior           in           Equiv       Prior       Prior       Prior
        Yield        Yield         Yield      Yield Yield       Yield       Yield
  2 Yr 0.366%      0.369%    -0.003%   0.509%    0.371%     0.359%      0.284%

  5 Yr 0.829%      0.864%      -0.035%     1.151%     0.878%      0.814%     0.882%

  7 Yr  1.323%      1.336%      -0.013%     1.837%     1.373%      1.218%     1.160%

10 Yr   1.900%      1.910%      -0.009%     2.639%     1.923%      1.855%      1.887%

15 Yr  2.465%      2.506%      -0.041%     3.424%     2.498%      2.508%     1.827%

20 Yr   2.812%      2.876%      -0.064%     3.906%   2.872%      2.840%     3.371%

30 Yr   3.109%     3.121%     -0.012%    4.318%   3.134%    3.147%     3.676%

NATIONAL MUNICIPAL BOND YIELDS
JUNE 22, 2012

Triple-A Rated, Tax-Exempt Insured Revenue Bonds



21



DEBT SERVICE
ONE YEAR EXAMPLE 

• Let’s assume a university needs to borrow $10 million for a capital project on March 11, 2011

• Assume that there were 10 investors and each investor bought  $1 million in bonds over various terms

Investor 2

Investor 1

Investor 3

Investor 4

Investor 5

Investor 6

Investor 7

Investor 8

Investor 9

Investor 10

Investors

$1,000,000

$1,000,000

$1,000,000

$1,000,000

$1,000,000

$1,000,000

$1,000,000

$1,000,000

$1,000,000

$1,000,000

Bond Amount

3.250%

3.125%

3.375%

4.125%

3.000%

3.500%

3.625%

3.750%

3.875%

4.000%

Coupon

3 years

2 years

4 years

10 years

1 year

5 years

6 years

7 years

8 years

9 years

Bond
Term

$16,250

$15,625

$16,875

$20,625

$15,000

$17,500

$18,125

$18,750

$19,375

$20,000

University’s
Semi-Annual

Interest Payment

10/1/13

10/1/12

10/1/14

10/1/20

10/1/11

10/1/15

10/1/16

10/1/17

10/1/18

10/1/19

Repayment 
Date



As of 4/18/24   =  3.79%

A representation of 
municipal bond trends based on 

a portfolio of 20 G. O. bonds 
that mature in 20 years. 

As of 4/24/25  =  5.24%

As of 5/14/26  =  4.75%



ONE YEAR LATER… IT LOOKS VERY SIMILAR 



HISTORY OF U.S. TREASURY BOND YIELD 
1790 TO 2016

04/29/26 = 4.39%
04/29/25 = 4.29%
04/18/24 = 4.63%/



TAXABLE 
VS. 

TAX-EXEMPT



TAXABLE vs. TAX-EXEMPT FINANCING 

TAXABLE EQUIVALENT YIELD =

 TAX-EXEMPT YIELD/

[100%- TAX BRACKET (%)]

EXAMPLE

7% INTEREST AND 24% INCOME TAX BRACKET

TAXABLE EQUIVALENT YIELD =  

.07/ (1.00-.24) = 9.21%



EXAMPLE TAXABLE         TAX-EXEMPT   
  Interest Rate = 7%                    Interest Rate = 5%

       $100,000           Par Amount        $100,000

          $7,000           Income before tax            $5,000

               35%                Tax bracket                35% 

      ($2,450)              Income taxes                  $0

           $4,550              After tax income             $ 5,000  

“It’s not what you get; it’s what you keep”
                                                                  Mark Huntley                

                   Huntley Financial Services

This Photo by Unknown Author is licensed under CC BY



https://www.flickr.com/photos/86530412@N02/8265014953/
https://creativecommons.org/licenses/by/3.0/


Bond Yield

2.0 %

3.0 %

4.0 %

5.0%

6.0%

35% bracket

3.08%

4.62%

6.15%

7.69%

9.23%

24% bracket

2.63%

3.95%

5.26%

6.58%

7.89%

TAX-EXEMPT                    TAXABLE EQUIVALENT



TAXABLE VS. 
TAX-EXEMPT

The greater the investor’s tax liability…                                                          
the more attractive tax-exempt securities become

29



Source: KPM Financial

MUNI AND TAXABLE-EQUIVALENT MUNI YIELD-TO-WORST

Source: Western Asset. Weekly Municipal Monitor—Year in Review January 07 2025 

As of 03 Jan 25. Bloomberg Municipal Bond Index Yield Considering Highest Marginal Tax Rate of 40.8%.



TAX 
EQUIVALENT 

YIELD
CALCULATOR

https://www.bankrate.com/retirement/tax-equivalent-yield-calculator-tool/



TAX EXEMPTION
SERVES A PUBLIC PURPOSE 

REQUIREMENTS FOR TAX EXEMPTION

▪ Income Tax-Exempt organization

▪ Governmental purpose 

▪ Project will benefit the public, student body, etc. 

▪ No equity returns can accrue to any project participant

▪ Private Use Restrictions 

THERE MAY BE CONSEQUENCES IF THIS ISN’T ALWAYS TRUE
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TAXABLE VS. 
TAX-EXEMPT

▪Project/proceeds benefit a private 
corporation or an individual 

▪ “Bad use” rules

▪Private Use – 

▪more than 10% of facility 
used by profit making 
companies, not for           
tax-exempt purposes

▪Private Payment  - 

▪more than 10% of debt 
repayment stream

This Photo by Unknown Author is licensed under CC BY-SA

“PRIVATE ACTIVITY BONDS” = TAXABLE



http://www.onthecommons.org/magazine/and-winner-isthe-public-sector
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/


THESE ARE NOT COMMON, 
BUT THEY DO HAPPEN!!
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C B M I  F I N  2 2 4 0

BREAK



MUNICIPAL MARKET 
REGULATION



T 



MUNICIPALS 
A REGULATED MARKET 

MSRB 
(MUNICIPAL SECURITIES RULEMAKING BOARD)
Writes rules for bond brokers, dealers, and 
municipal advisors – But not universities! 

SEC 
(SECURITIES EXCHANGE COMMISSION)
Oversees the MSRB and regulates municipal 
advisors

FINRA 
(FINANCIAL INDUSTRY REGULATORY AUTHORITY)
Enforces MSRB rules for broker-dealers and 
examines them for compliance

FEDERAL BANKING REGULATORS
Enforce MSRB rules for bank dealers 
(Federal Reserve, OCC, FDIC)

IRS 
(INTERNAL REVENUE SERVICE)
Tax regulations for tax-exempt municipal 
bonds; bonds could become taxable



LEGAL COMPLIANCE & DISCLOSURE

PRE-ISSUANCE/DURING ISSUANCE 
IRS
• Reimbursement Resolution
Legal and Tax 
• Validity opinion
• Tax opinion 
Disclosure 
• Sufficient and                                                 

appropriate disclosure

POST ISSUANCE 
Federal Government 
• Private business use tracking 
• Arbitrage rebate tracking 
• Federal reporting 
Investors 
• Material events 
• Annual reporting 
Credit Rating Agencies 
• Surveillance

https://emma.msrb.org



EVALUATING MARKET 
CONDITIONS



EVALUATING MARKET CONDITIONS

• Refunding of tax-exempt debt is 
only possible within 90 days of 
a call date 

• Advance refundings of tax-
exempt debt essentially 
eliminated in Tax and Jobs Act 
of 2017

• Set an institutional target of 
NPV savings that are sufficient 
to refund.  

New Money issuance is a 
function of the project 
construction timeframe.

And interest rates…

Or the availability of short-term 
bridge financing in anticipation 
of long-term debt. 



MUNI MARKET SUPPLY & DEMAND                                  
IT CHANGES THROUGHOUT THE YEAR! 

$0 Bn

$10 Bn

$20 Bn

$30 Bn

$40 Bn

$50 Bn

$60 Bn

$70 Bn

January February March April May June July August September October November December

2025 2026

New issuance volume was up by 14.25% year-over-year in 2025 from 2024

The 2026 monthly new issuance volume is 6.90% lower than 2025 issuance through January.

2025 2026



MUNI MARKET SUPPLY AND DEMAND 
New issuance volume was up by 14.25% year-over-year in 2025 from 2024, the 2026 monthly new issuance volume is 6.90% lower 
than the 2025 issuance through January.

Municipal Fund Flows (Demand)Overall Municipal Market Volume (Supply)

Source: Bond Buyer, Investment Company Institute

$0 Bn
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US TREASURY RATE POSITION

Source: Bloomberg

Statistic 3 Month 6 Month 1 Year 2 Year 3 Year 5 Year 10 Year 30 Year

3.68% 3.59% 3.42% 3.40% 3.43% 3.61% 4.04% 4.69%

Average 2.32% 2.43% 2.59% 2.68% 2.86% 3.15% 3.65% 4.19%

Spread to Avg. 1.36% 1.16% 0.83% 0.72% 0.57% 0.46% 0.39% 0.50%

Minimum -0.09% 0.00% 0.04% 0.10% 0.11% 0.19% 0.51% 1.00%

Spread to Min. 3.77% 3.59% 3.38% 3.30% 3.32% 3.42% 3.53% 3.69%

Maximum 6.44% 6.53% 6.38% 6.91% 6.90% 6.86% 7.06% 7.19%

Spread to Max. -2.76% -2.94% -2.96% -3.51% -3.47% -3.25% -3.02% -2.50%

Percent of Market Days Lower 67.34% 65.83% 73.42% 63.05% 61.36% 59.91% 58.24% 62.35%

As of 02/13/2026 



INTEREST RATES CHANGE ALL THE TIME 



U.S. TREASURIES
HIGHLY RELEVANT 

Investing
• How much should my institution expect to 

receive from various investments, if US 
Treasury notes, bills, and bonds are one 
alternative (and risk free). 

Investment Risks
• Credit – US Government

• Duration – Yield Curve 

• Interest Rate

• Opportunity Cost

Debt
• How much should investors expect to 

receive from our institution when they 
buy our bonds or when they lend us 
money. 

Investment Risks 
• Credit – My institution

• Duration – Length of bonds 

• Opportunity Cost 



https://www.americancentury.com/insights/market-
minute/municipal-bond-yield-curve-dynamics/

Bloomberg Municipal AAA Bond Index and U.S. Treasury Yields at Different Maturities



TERMINOLOGY                          
IN DEPTH



TERMINOLOGY 

• Serial Bonds & Term Bonds

• Primary Market & 
Secondary Market

• Competitive Sale & 
Negotiated Sale

• Private Placement &         
Limited Offering

• Official Statement

• Credit Ratings and                        
Rating Agencies

• Credit Enhancement

• Indenture

• Arbitrage

• Call/Redemption

• Covenants



5
0

SERIAL 
BONDS        
AND               
TERM  
BONDS

SERIAL BONDS

 A portion of issue’s par value paid off each year

 Take advantage of shorter term interest rates

 

This Photo by Unknown Author is 
licensed under CC BY-SA

TERM BONDS

 Total principal payable at 
maturity

 Also referred to as bullet 
maturity/bullet bonds

 Larger maturity may be more 
attractive to investors



https://en.wikipedia.org/wiki/Bearer_bond
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/
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BOND 
MARKETS

PRIMARY MARKET
▪ Market for new issues (original pricing)
▪ Bidding syndicates of underwriters
▪ Institutional investors

    



SECONDARY MARKET
Sale or trading at prevailing mkt prices 

▪ Banks/trust departments

▪ Individual investors

▪ Insurance companies

▪ Mutual funds

2025 MUNI MARKET

Total Par Value Traded = $3.8 Trillion

  2025 saw some fundamental shifts
• Record trade count (up 14%)
• New issue volume up 13%

• Dramatic growth of SMAs and electronification of the market
Municipal Securities Rulemaking Board

2025 Municipal Market Year in Review

 A newly issued bond                  
is much more likely                                      

to trade than                                
an aged bond.

                                MSRB
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TYPES   
OF  
BOND 
SALES

COMPETITIVE SALE
▪ Competitively bid

▪ Notice of Sale in the “Bond Buyer”

▪ Underwriters bid to buy bonds by 
quoting interest rates & discounts or 
premiums

▪ May not always result in lowest price

Depends on underwriters’ 
assessment of market and                        
its ability to resell the bonds 


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TYPES OF 
BOND SALES

NEGOTIATED SALE

▪ Issuer/Borrower selects underwriter

▪ Investment banker seeks out likely clients and negotiates 
terms

▪ Underwriting team has more time to prepare because 
know will sell the bonds



Useful in certain conditions

▪ Poor credit or security features

▪ Unusually large issue (> $300M) or small

▪ New entity 

▪ Complicated issues – unusual financing terms, 
innovative structure or security

▪ Volatile market

MUNI 
BOND

UNDER

WRITE

R

Muni 
Bond

Under
Writer
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PRIVATE PLACEMENT

 Securities marketed directly            
to a “Sophisticated Investor”

 No underwriter, but may                          
have a placement agent

 Usually place with banks                   
or institutional investor

 Often higher interest rate  because 
bond not as liquid 

 But lower costs of issuance

TYPES 
OF 
BOND 
SALES



This Photo by Unknown Author is licensed under CC BY

http://mortgagefit.com/blog/
https://creativecommons.org/licenses/by/3.0/
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LIMITED OFFERING

 Similar to private placement

 Very few bondholders

 More than 2, but < 35 lenders



TYPES 
OF 
BOND 
SALES



PRIMARY MUNI OFFERINGS

TAX-EXEMPT  TAXABLE

Competitive                  29%      14%

Negotiated                      66%                  79%

Private Placement            5%                     8% 



56

Percentage of New Issues by Bid Type and Tax Status, 2019–2023

Some sectors, such as general purpose and education, do not use the negotiated market as often, while other 
sectors, including healthcare and housing, almost always use only the negotiated market.

The tax status of a deal also plays a significant role in the use of the competitive vs. the negotiated market. Since 
taxable offerings and deals subject to the Alternative Minimum Tax (AMT) are infrequent and may be considered 
more complicated than tax-exempt offerings, they are not typically brought to market using the competitive market. 



ISSUANCE BY OFFERING TYPE AS % OF PAR ISSUED
2015- 2024



5
8

DISCLOSURE 
DOCUMENTS

Detailed information about the bond offering differs 
according to who buys the bonds

Official Statement (OS) 

Public Offering

Limited Offering Memorandum (LOM)

Replaces OS

Private Placement Memorandum

Significantly less data





5
9

OFFICIAL 
STATEMENT – 

PRELIMINARY      
& FINAL

▪ Disclosure to                
prospective buyers

▪ Terms of financing

▪ Financial info &                  
operating data

▪ Relevant parties

▪ Project description

▪ Must state if                             
non-compliant                            
within last 5 years


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OFFICIAL 
STATEMENT –  
GENERAL 
INFORMATION

▪ History of institution

▪ Project description & cost data

▪ 5 -10 years of institutional data
▪ Demographics (10 yrs of data)

 Enrollment Data (HC & FTE)

 Applications, admissions, matriculation

 Retention and graduation rates

 Housing occupancy rates

 Faculty & Staff statistics

 Number of degrees awarded


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OFFICIAL 
STATEMENT – 
GENERAL & 
PROJECT 
INFORMATION

▪ Funding Sources
• Description
• Historical and comparative data

▪ Financials

 Tuition & Fees Schedules
 Resident & Non-Res, Restricted, Auxiliary

 Financial Statements

 Revenues & Expenses

▪ Financial aid & private support                                
(gifts/endowments)

▪ Pro-forma budget



Why read the official statement?

“The official statement describes  

the essential terms of the bonds, 

including call features, sources of 

repayment, issuer’s covenants,              

and much more.”
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SEC RULE 
15C2-12

 Primary offerings of $1 million or more

 Send POS/OS to potential buyers

 Continuing Disclosure to NRMSIR
 Annual financials

 Notice of material events:

▪ Modifying bondholder rights

▪ Bond calls

▪ Defeasance

▪ Release, substitution sale                  
of securing property

▪ Rating changes

▪ Delinquent P & I payments

▪ Other non-payment defaults

▪ Unscheduled DSRF draws

▪ Credit enhancement draws

▪ New or substitute enhancer

▪ Loss of tax-exempt status



https://www.munibondadvisor.com/Disclosure.htm:





CREDIT 
RATINGS
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CREDIT 
RATING 
PROCESS

 Analyze transaction or institution &                 
issue rating indicating creditworthiness

 “Investment grade” rating provides access 
to lowest cost of borrowing (interest rate)



Revenue bonds secured by a limited 
pledge usually rated lower than the 

institution’s overall credit

CREDIT RATING AGENCIES

  “Large NRSROs”:
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MUNICIPAL 
BOND 
RATINGS

CREDITWORTHINESS        S&P      MOODY’S      FITCH        
Investment Grade: 
   Strongest                  
 Very Strong                              
 Strong                  
 Average          
Speculative : 
 Speculative                    
 Highly Speculative
 Substantial Risk       
 Default Probable                
 Default Imminent                          
 Interest Pmt Default                 
 Defaulted/Bankrupt              



AAA
AA
A

BBB

BB
B

CCC
CC
C
CI
D

Aaa
Aa
A

Baa

Ba
B

Caa
Ca

C

AAA
AA
A

BBB

BB
B

CCC
CC
C

RD
D



LOW YIELD HIGH YIELD

HIGH YIE

LD



S & P 
GLOBAL 
RATINGS                                                                

OUTLOOKS 
ON U.S. HIGHER 

ED RATINGS

Our sector view is negative, as we expect colleges and universities will struggle to navigate through mounting operating pres sures and 
uncertainty that will require budgetary and programmatic adjustments.

68



S & P GLOBAL 
RATINGS                                                                

DISTRIBUTION 
ON U.S. HIGHER 

ED RATINGS

Our sector view is negative, as we expect colleges and universities will struggle to navigate through mounting operating pressures and 
uncertainty that will require budgetary and programmatic adjustments.

69
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“S&P Global Ratings expects continued credit quality divergence, with weaker-positioned 
institutions - often smaller, more regional private colleges and universities - being disproportionately 
hampered by operating pressures, including increased financial covenant violations.”

CREDIT 
MONITORING



Moody’s issued 309 municipal 

downgrades                       compared 

to 296 upgrades in 2020 (all sectors)
  

 

S&P Global Ratings actions continue to demonstrate widening credit quality for 3rd year in a row.
 

“U.S. Not-For-Profit Higher Education 2026 Outlook: 
Lower Expectations For Higher Education” 
                                                  S&P Global Ratings 12/02/2026
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71

MOODY’S HIGHER ED RATING FACTORS

Operating 

Performance

Financial 

Resources           

&  Liquidity

Leverage 

& 

Coverage

Market 

Profile

2

Moody’s Rating Methodology 
May 24, 2021

1 3 4 65

Scale
Financial 

Policy



MOODY’S INVESTORS SERVICES                                                             
HIGHER EDUCATION                                                      
SCORECARD

PREVIOUS REVISED

15% (Earnings Before Interest, Depreciation               
and Amortization)

August, 2021

Changes reflect increased emphasis on          

& more direct assessment of market 

position, governance and management      

and operating environment

72
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RATING 
REVIEWS

CREDIT MONITORING



Moody’s issued 309 municipal downgrades                       

compared to 296 upgrades in 2020 (all sectors)
  

 

In 2024, municipal issuers experienced more credit rating upgrades than downgrades, a trend observed since 2021.  

 

As of December 31, 2024. Source: 
Moody's Ratings



S&P PUBLIC UNIVERSITY RATINGS BY CATEGORY

Indiana University    AAA        Stable
Purdue University    AAA        Stable
Texas A&M University System   AAA        Stable
University of Michigan    AAA        Stable
Univ. of No. Carolina-Chapel Hill    AAA        Stable
University of Texas System   AAA        Stable
University of Virginia    AAA        Stable
University of Kentucky     AA+        Stable  
University of Houston     AA      Positive
University of Arizona     AA-      Negative
University of North Carolina-Charlotte     A+                Positive
Western Michigan University                   A      Positive
University of Louisiana-Lafayette                  A-                 Stable
Lake Superior State University   BBB+      Negative
Missouri Western State University   BBB              Stable
Alabama State University    BBB-      Positive
Northeastern Illinois University    BB+        Stable
University of Puerto Rico                          CC             Negative

Speculative Grade 
(SG) ratings now only 

on Northeastern 
Illinois University &         
Univ. of Puerto Rico

Many AAA                  
universities had 

enrollments > 50,000

Many AA                 
universities had 

enrollments > 30,000

S
A
M
P
L
E
S
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HIGHER ED  
OUTLOOK 

 

2026

“Facing ongoing pressures on operating budgets, colleges and universities are prioritizing 
strategies that enhance financial flexibility.”      -     S&P Global Dec 2025

Outlooks are negative…

Negative Deteriorating Negative 

What S&P is Watching…

Rising costs and 
operating 

pressure persist 

Enrollment
amid changing 
demographics

Liquidity & 
financial flexibility 

Management 
actions

New federal  
policies

Increasing        
event-related 

risks
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CREDIT 
ANALYSIS

How do investors learn about your credit?
▪ Information disclosed in preliminary                         

official statement 

▪ Audited financial statements

▪ Credit Rating issued by rating agency

▪ Institutional General Obligation Rating

▪ Project Rating


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