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Like many American universities, the University of Chicago has
hardly seen its financial stressors abate since the start of the year
— with that pressure only growing more acute in the last few
months.

First, news broke in July that Chicago would undertake a major
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papered over internal and campuswide structural deficiencies for
more than a decade. And, as the policies of the Trump
administration and looming changes from the One Big Beautiful
Bill Act spur uncertainty, Chicago finds itself forced to reckon with
unaddressed institutional shortfalls and compounding debt-service
payments borne of a two-decade-long debt binge.

And more borrowing is still possible. According to filings and other
reporting, Chicago may issue an additional $300-$500 million in
debt over the next two years, depending on market conditions. The
sale of more debt by Chicago, an S&P Global Ratings analyst
wrote, “could strain the balance sheet with metrics already below”
certain medians for peer institutions, though the university’s large
resources and fund-raising prowess factored in its favor.

Given its wealth and admissions selectivity, the fact that even
Chicago could be forced to pause Ph.D. admissions, undertake
program reviews, and target the humanities for restructuring “is
pretty notable,” said Barrett Taylor, a professor in the higher-
education program at the University of North Texas, “because they
have more ability to navigate choppy waters” than others.

Chicago’s financial situation speaks to a broader paradigm shift
made evident in less than a year: Where revenue-diversification
efforts might have once helped enable the steadfast funding of the
humanities, for instance, that business model now appears to be
threatened by grant and contract terminations mandated by the
Trump administration.

“Because of the volatility in federal funding for research,” Taylor
said, “Chicago is more exposed to that volatility than most other
colleges and universities.”
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Strong Medicine

One area of the university has served as a stabilizing force for
much of the academic enterprise, but reductions in federal
research funding, along with anticipated changes in Medicaid-
reimbursement rates, may well bring increased volatility. The
university’s medical center and med school-aligned Biological
Services Division, or BSD, has, in recent times, according to Fitch
Ratings, generated half of the university’s revenue — up from a
one-third share of universitywide operating revenues across
2012-13.

Paired alongside the expected reduced availability of federal
student aid for grad-school students (including those in medical
school), bond disclosures warn of ongoing challenges and
potentially more ahead for BSD and beyond, including: shortfalls
from Trump-era funding terminations (though so far none have
proven materially devastating); potential fallout if the federal
government is able to set limits on indirect-cost rate recovery for
research ($145 million generated across 2023-24 from the U.S.
Department of Health and Human Services — representing 4.7
percent of Chicago’s operating revenue — per a 64-percent
recovery rate, versus the proposed 15-percent ceiling); and
potential upheaval associated with Medicaid, and to a lesser
extent, Medicare reimbursements (combined net revenues of $172
million across 2023-24, or 5.6 percent of operating revenue).
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Twenty-five years ago, Chicago’s interest expense and payments
toward debt principal (excluding refinancing) represented a
combined and inflation-adjusted debt service of $42.7 million, or
2.3 percent of Chicago’s adjusted operating expense (minus
depreciation). Beginning in 2010-11, that ratio jumped, and did so
again in 2015-16 — eventually peaking in 2020-21, when
Chicago’s combined $243 million in debt-service costs clocked in
at 8.52 percent. Since 2021, the ratio has trended slightly
downward, settling at 7.7 percent of operating expense in 2023-24,
the most-recent period for which audited financials are available.

For its part, Chicago provided figures that measured its collective
debt and debt service against operating revenues, rather than
expenses.

“Total debt as a percentage of operating revenues has declined
since 2021 from 101 percent to 82,” McSwiggan wrote. “And our
annual debt service as a percentage of operating revenues has
declined from 5.2 percent to 4.2 percent between 2001 to 2024.”

Looking ahead, the ratings agency S&P Global in May anticipated
that Chicago’s payments on principal debts would hold steady, with
the university set to spend a combined $144 million across the
2026 and 2027 fiscal years. That trendline is projected to remain
stable, up until 2028-29, when Chicago anticipates a total principal
payment bill of $161.4 million.

In 2028-29, that total in principal cost alone would represent 5.2
percent of Chicago’s total adjusted operating expense for 2023-24,
or $3.1 billion, assuming the university doesn’t refinance or
mitigate its debt (this operating-expense figure doesn’t reflect the
recently announced $100-million cut in spending). Much of the
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university’s debt appears poised to remain on the books for at
least the next few years; the earliest any series of Chicago’s bonds
are set to fully mature is 2031, with the remaining bonds coming
due as far into the future as 2055.

S&P considered Chicago’s financial resources relative to its
operating expenses and its recently issued debt to be “light” when
compared with measures calculated for other institutions, such as
Cornell and Emory Universities, whose debts are similarly rated to
Chicago’s — though the debts of other peer institutions are rated
higher.

How have those financial resources changed over time? While its
debt has grown in recent decades, Chicago’s unrestricted assets
also dropped off a cliff in 2008-09. A one-year drop, from $4.7
billion to $1.1 billion, reflects investment losses at the time, paired
with a reclassification of endowment and other institutional assets
from being unrestricted to restricted.

As of June 2024, only about a quarter, or $2.3 billion, of the
university’s $8.7-billion endowment was available to be allocated
at the board’s discretion; the remaining three-quarters were donor-
restricted. At the same time, Chicago reported that its net
unrestricted assets had dipped to a 25-year low of $731.4 million.

That pool of assets, relative to the university’s debt load, is down
markedly from where it once stood. Put another way, the university
recently reported $14 in unrestricted assets for every $100 of debt.
In 2011, that ratio stood at $68 in unrestricted assets per $100 of
debt. The comparison with peers is also instructive: S&P clocked
Chicago’s cash-and-investments-to-debt ratio at 186.3 percent.
The median ratio across all other AA-series-rated private
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universities was 472.3 percent.
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