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In 1999, Sweet Briar College had a bigger endowment than Hollins University. 

Furthermore, Sweet Briar’s endowment was growing; Hollins’ was shrinking. 

Same with enrollment: Sweet Briar’s enrollment was up, Hollins’ was down. 

The fiscal year that ended in the summer of 1999 was significant in another way: That 

was the year that Sweet Briar’s endowment peaked, at $115.6 million. 

Hollins’ was at $89.7 million and would drop further still, down to a low of $86.3 million 

in 2000. 

In the decade-and-a-half since, two things have happened: Sweet Briar’s endowment has 

been spent down to its present value of about $84.8 million. 

But Hollins’ endowment has more than doubled — to $180 million, with virtually all of 

that growth coming under the presidency of Nancy Gray, who took office in 2004. 

Also, Hollins’ enrollment now holds steady, while Sweet Briar’s has gone down — to the 

point that falling enrollment is cited as one of the reasons the board there abruptly voted 

in February to close the school. 

We can fairly attribute Hollins’ turnaround from its troubles to Gray and her clear-eyed 

leadership. To what, though, can we attribute Sweet Briar’s troubles? 

In the musical “Chess,” the chess master’s wife, Florence, laments: “I would have 

thought in the average affair that the first hint of trouble would be oh so small; barely 

perceptible, easy to miss; why is ours on TV?” 

Sweet Briar’s problems may be on TV now — and all over the Internet — but a review of 

its finances suggests that those current problems have been a long time coming. 

Clearly, one problem is that the pool of applicants interested in single-sex schools has 

been shrinking for decades. Hollins has managed to figure out a way to attract students in 

a way that Sweet Briar has not. 

But there’s another culprit that hasn’t gotten as much attention: Wall Street. The stock 

market crash of 2008 may not have killed Sweet Briar, but it worsened its financial 
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condition to the point that trustees now consider its situation hopeless — that $84.8 

million remaining in the endowment notwithstanding. 

Even as its endowment was peaking, Sweet Briar was spending some of its fiscal seed 

corn to cover some of its operating expenses; never a good thing. In short, it needed more 

revenue; i.e. more students paying full tuition. In 2001, Sweet Briar — working through 

the Amherst County Industrial Development Authority — issued a $14 million bond for 

campus improvements, surely something the board thought was necessary to compete in 

the marketplace for students. 

Paying off those bonds, and others, turned out to be a much more expensive proposition 

than Sweet Briar ever anticipated, thanks to something called bond swaps. Those are a 

customary way for bond-issuers to effectively insure themselves against a volatile 

market; but for Sweet Briar and many others in the 2000s, they turned out to be a 

financial black hole. 

Alan Smith, an associate director at The Roosevelt Institute, a New York think tank, has 

been researching college financing and how banks have come to make a lot of money off 

bond deals with colleges. “It used to be banks made their money on interest,” Smith says. 

“What’s happened in the last 30 years, banks make most of their money, 60 percent, on 

fees or other things. So banks make money off selling more and more crazy things.” Such 

as bond swaps. 

When the Sweet Briar news broke, he turned his analyst’s eye to the school’s finances. 

He had more than a professional interest in the matter: He grew up in nearby Nelson 

County; his high school senior prom was at Sweet Briar. What he found was this: 

By 2006, some of Sweet Briar’s bonds were costing the school a lot more money than it 

had expected, so it took out a $10 million bond to pay off some of them early. The 

problem is, that means it also had to pay huge termination fees to the banks — sometimes 

close to $1 million, more unexpected expense. 

Then came the stock market crash in 2008. Suddenly, in one year, the value of Sweet 

Briar’s endowment fell by 21.5 percent — from $95.4 million to $74.9 million. 

Three years later, something else happened. In 2011, Wells Fargo Bank refused to extend 

Sweet Briar’s line of credit. The official reason: The bank was phasing out clients that 

didn’t have an A rating. Sweet Briar was one of those. As the college puts it: “This 

concurrently caused a cross default provision on the interest rate swap. This refinancing 

was not undertaken voluntarily by Sweet Briar. ” 

Or, as Smith puts it in layman’s terms: “Sweet Briar borrowed so much they got cut off.” 

That meant in 2011, Sweet Briar had to pay off some of those bad bonds and eat the 

costs, those big termination fees included. So on paper, Sweet Briar’s debt load was 



 

 

being cut nearly in half, but it was also having to shell out a lot of hard cash it couldn’t 

really afford to spend. 

Smith writes in an article on The Roosevelt Institute site: “The early retirement of debt 

(in other words, the losses the school suffered on the overall value of the bonds it had 

taken out because it [was forced] to pay them back early) cost the school over $9 million 

in 2011 and more than $13 million in 2012. A million dollars here and a million dollars 

there adds up to real money that was desperately needed as Sweet Briar fought to stay 

afloat.” 

Smith says the bond swaps Sweet Briar made weren’t unusual. Lots of colleges made the 

same deals, he says, then found themselves in a no-win situation. Stick with bad bonds 

that were costing money or pay money to get out of them, voluntarily or otherwise. The 

difference, he says, is that Sweet Briar was closer to the financial edge already, and didn’t 

have a choice when Wells Fargo pulled the plug. 

The bottom line for Sweet Briar: “From 2001 to 2011, they were hemorrhaging money,” 

Smith says, and much of it really had nothing to do with education. Then things got even 

worse. 

Coming tomorrow: Two more amazing facts about Sweet Briar’s problems. 

 


