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Purpose

This memorandum summarizes recent reporting and analysis concerning the ongoing transformation
of the U.S. higher education sector. These developments are relevant to clients with exposure to
higher education institutions through lending arrangements, tax-exempt bond issuances, structured
finance transactions, or other credit facilities. The picture that emerges across these sources is one
of a sector facing concurrent structural pressures and concatenations—federal funding
retrenchment, demographic decline, eroding public confidence, and the disruptive potential of
artificial intelligence—that together represent a meaningful shift in the risk profile of university-
related credits.

I. The Breakdown of the Federal-University Compact

Nicholas Lemann’s March 2026 essay in The New Yorker, “The Unmaking of the American
University,” documents the rupture of what he characterizes as a decades-old compact between the
federal government and research universities. The Trump Administration has deployed an
unprecedented technique for leveraging institutional compliance and obedience: the suspension of
funds—including those appropriated by Congress and legally committed to in contracts—as a
mechanism for imposing political conditions on, and retaliation against, universities. The essay
reports that Johns Hopkins University saw the federal government terminate $800 million in grants
from the U.S. Agency for International Development, leading to the layoff of more than 2,000
employees, while the slowdown and termination of scientific research grants resulted in an
additional financial hit of $500 million. At Brown University, administrators learned that their grant
funding was ending from an article in the Daily Caller. Also, in late 2025 the Trump Administration
announced intentions to dissolve the National Center for Atmospheric Research and the University
Corporation for Atmospheric Research (UCAR is a consortium of over 100 colleges and universities).

This federal posture is not an isolated episode of partisan conflict. As Lemann argues, the hostility
from the political right toward American colleges and universities is likely to outlast any single
administration, as long as it remains a useful political tool. Gallup polling data cited in the essay
shows that between 2015 and 2024, Republicans’ trust in universities fell from 56% to 20%, while
among Democrats it dropped from 68% to 56%. This bipartisan erosion of public confidence has left
universities in a significantly weakened position to defend their autonomy or their funding. The
broader implication, as Lemann frames it, is that the age of institutional autonomy for universities is
likely to be over.

Continue reading.
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