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   Simply Great,
our new Coolroom!

Financial crisis

Cold Chill through 
UK Universities
Many universities have yet to estab-
lish and recover their losses from risk-
ier investments on the world’s plung-
ing share markets. However, sever-
al UK universities have recent-
ly admitted that what should 
have been relatively safe 
investments are now in 
jeopardy.

The problem lies with 
Iceland’s f lamboyantly 
ambitious banks, which, 
over the last two years, have offered one or 
two percent higher returns on their UK in-
ternet savings accounts than local banks. 
Encouraged to show financial initiative 
by the government, many UK universities, 
charities, local councils, police authorities 
and fire services have invested large sums 
of money (at least £1 billion) in these ac-
counts, hoping to make extra gains.

At the end of September 2008, swept 
up by the ongoing global financial crisis, 
the three largest Icelandic banks, Glit-
nir, Landsbanki and Kaupthing, were pro-
nounced bankrupt and immediately nation-
alised by the Icelandic government. Prime 
Minister, Geir Haarde, stated on October 6th 
that the actions taken by the government 
have ensured that the Icelandic state will 
not actually go bankrupt but no-one is in 
any doubt that life in previously booming 
Iceland is now going to get very tough. The 
stock market has lost over 75% of its value, 

Iceland’s currency, the krona, 
has been heavily deval-

ued, and domestic 
savings and pen-

sion funds 
have been 
wiped out. 

The UK’s 
300,000 ac-

count holders 
in Icesave, the 

British trading 
name for Landsban-

ki, is equivalent to the entire popula-
tion of Iceland, and this isn’t counting 

the depositors in the other two banks. 
Unfortunately, Iceland only guarantees 

the first 20,000 of deposits and even then 
will be stretched to meet its obligations. 

Sadly, the frozen money invested by UK 
universities and local authorities runs into 
millions of euros. The British government 
confirmed that 12 UK universities had a to-
tal of £77 million invested in Iceland. 

The hardest hit appears to be Oxford 
University that has 5% of its ‘cash pool’ in 
Iceland, which it coyly admits represents 
“about £30 million”. This news is highly em-
barrassing for Oxford with its hitherto well-
regarded “trust pool” containing university 
cash and money from around 20 colleges. 
However, financial experts were critical of 
the university’s decision to put their mon-
ey into fixed two-year cash deposits, with 
no emergency get-out clause. Nevertheless, 
Oxford immediately insisted: “We’re not ex-
pecting it to have a significant operational 
impact.” Although it’s not clear what cuts 
will be made to meet any financial losses.

Meanwhile, Cambridge University has 
admitted to £11 million of frozen cash, say-
ing it had £8.5 in the Heritable Bank, a UK 
subsidiary of Landsbanki, and £2.5 million 
in Glitnir. This represents around 3% of the 
university’s money market deposits. A Cam-
bridge spokesman said, “We have alerted 
the Higher Education Funding Council and 
we are seeking to have a concerted recov-
ery effort with the other British universi-
ties affected.”

Other universities facing heavy losses 
include Manchester Metropolitan Univer-
sity (£10 million) and the Open University 
(£6.5 million).  

Furthermore, charities, which repre-
sent a strong source of research funding in 
the UK, face losses of over £120 million. 
For example, Imperial College London was 
not directly affected but its National Health 
Service Charitable Trust, which funds clin-
ical research, has deposits of £2 million in 
Iceland.

However, it should not be forgotten that 
the investments in these Icelandic Bank ac-
counts were considered relatively safe. The 
universities have not yet reported their fi-
nancial losses from riskier forms of invest-
ment, for example, in company shares. The 
UK share indicator, the FTSE100, has fallen 
40% over the last year. 

Furthermore, a combination of reduced 
share prices and liquidity are likely to se-
verely curtail the tendency by commercial 
sponsors to make generous charitable do-
nations to UK universities. Scientists at UK 
universities are only just beginning to feel 
the constraining effects of the current fi-
nancial crisis.                 JEREMY GARWOOD

Please, be careful: research can be an extremely absorbing business
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