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Happy 250th, 
America!

Founded in 1776, compounding ever 
since.



The Economic Fabric That Shaped America
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From IOUs to a Plan – Hamilton and the Birth of Credit

4 Sources: U.S. Treasury Direct, NBER, Funding Act of 1790, Bill of Rights Institute, Our American 
Revolution

1783 – 1790    A pile of defaulted paper becomes a fundable national debt

1783
W A R  E N D S

IOUs everywhere

The new nation carries about $43 million in public debt with Continental and state IOUs scattered across the 

states, trading at deep discounts and widely dismissed as “not worth a Continental.” 

There was no unified borrower and no organized market.

1789
S E P

Hamilton takes the Treasury

Washington appoints Alexander Hamilton the first Secretary of the Treasury. 

Congress charges him with producing a plan to “support public credit” and untangle the debt.

1790
J A N

First Report on Public Credit

Hamilton tallies $54.1M federal + about $25M state war debts for ~$80M total, roughly 40% of early U.S. GDP. 

He proposes assumption of state debts and funding the combined debt at par into new federal securities.

1790
J U N – A U G

The “Dinner Table Bargain” & Funding Act

Jefferson, Madison and Hamilton trade the capital for passage of the plan. 

The Funding Act assumes $21.5M of state debts and converts near-worthless paper into ~$60M of funded 

securities which was the first real U.S. Treasury market.



The Numbers, Then and Now
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~$80M
Total U.S. public debt in 1790

≈ 40% of early U.S. GDP

$39.3T
U.S. federal debt today

> 100% of GDP

~$60M
Near-worthless IOUs refinanced

into funded, tradable securities

A high-debt, speculative start but not “debt-free perfection.”

The United States began life as high-debt, speculative credit. Its edge was never a low debt ratio, rather 

credibility and structure. The distinction between 1790 and today is how the debt is managed, not its raw size.

Refinanced, not repaid.

Hamilton didn’t pay off the debt though he refinanced it into a credible, liquid asset that paid interest on time 

and traded near par: effectively the first U.S. risk-free curve, and usable as collateral for private credit.

Sources: NBER, U.S. Treasury Direct, Federal Reserve History, U.S. national debt (2026)



Why It Still Matters
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The Anchor Balance 
Sheet

The First Bank held $10M in capital (around 

12–13% of GDP) and created the largest 

U.S. corporation. 

It was structured to be 20% government 

held and 80% privately owned, with a 

monopoly on federal deposits, a nationwide 

branch network and widely accepted 

banknotes. It became the market’s anchor 

balance sheet and safe asset, acting as a 

proto-Federal Reserve.

Debt as an Alignment 
Device

Hamilton argued a well-managed public 

debt is a national asset: it gives investors a 

safe, income-producing instrument and 

creates a constituency with a direct stake in 

federal fiscal discipline. Early incentive 

design bound wealthy creditors to the 

success of the new federal project.

The Birth of Wall Street

Trading volumes in U.S. bonds and Bank 

shares grew large enough that 24 brokers 

banded together under the buttonwood tree 

in 1792 to standardize terms, aka the 

founding myth of the NYSE. 

The market our clients know arises directly 

from Hamilton’s credit architecture.

Sources: Federal Reserve History, Minneapolis Fed, New York Fed, University of Chicago Press, Gilder 
Lehrman Institute



One System Across 250 Years.
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Since 1776, the U.S. has run on a single constitutional framework while its major peers rebuilt 
theirs repeatedly.

U N I T E D  S T A T E S

1
continuous 

constitutional
system since 1776

F R A N C E

5
separate republics

since 1776

G E R M A N Y

5+
distinct governmental

forms

C H I N A

3
Main governments

12+ 
regional governments

W H Y  I T  M A T T E R S

Institutional durability such as the courts, the Treasury, the Federal Reserve, and the rule of property rights is itself an 

underappreciated investment asset. It has made U.S. capital markets the deepest, most liquid, and most trusted in the 

world, 250 years running.



From 13 colonies to the 
world’s largest economy



What Changed

9

Since the nation's founding, American life has improved on numerous measures across health, wealth, education, and freedom.

+2×
Life expectancy

From 35 to 79 years

98% decline
Child mortality

to ~7 per 1,000 births

70 → 40
Workweek hours
since the 1830s

20% to <1%
Adult illiteracy
1870 to today

6% to 38%
College degrees

share of U.S. adults

8× growth
Real GDP per capita

over the past century

>90%
Access to clean water

322 billion gallons of water 
extracted daily

Almost 100%
Access to electricity

US generates 4 trillion 
kilowatt hours annually

Sources: CDC, Department of Labor, National Center for Education Statistics, BLS, World Bank



Then and Now

10 Sources: Deutsche Bank, BLS (data through 3/31/2026)

[ Source: BEA / long-run historical series ]

Then vs. Now

2.5M
Population, 1776

342M
Population today

$2,500 
est.

GDP per capita, then

$90,026
GDP per capita today

TAKEAWAY   A small agrarian economy became the largest on earth.



America’s Technological Revolutions (1776 – 2026)
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1

1780s–1840s

Mechanical Age
Machines multiply human output

Slater’s Mill, 1793: first U.S. water-powered textile factory

2

1830s–1890s

Steam & Rail
A continent knit into one market

Rail: ~23 mi (1830) → ~30,000 mi (1860)

3

1880s–1920s

Electricity, Steel & Oil
Cheap power builds the industrial city

Pearl Street Station, 1882: first U.S. central power plant

4

1910s–1950s

Auto & Mass Production
Mobility and a mass middle class

Model T line (1913): ~12 hrs → ~90 min per car

5

1940s–1970s

Aerospace & Nuclear
Federal R&D at strategic scale

NASA peaked near ~4% of the federal budget (1966)

6

1970s–1990s

Digital & Personal Computing
Computing on every desk

~51% of U.S. households owned a computer by 2000

7

1990s–2010s

Internet & Mobile
The economy goes networked

U.S. adults online: ~14% (1995) → ~90%+ today

8

2010s–today

AI & Automation
Intelligence becomes infrastructure

Hyperscaler capex: Estimated >$800B in 2026

Sources: US Census Bureau, Pew Research, NASA, Stanford AI Index



Evolutions Run a Similar Arc
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Booms and busts aren’t proof that innovation failed but they show how capital overfunds the future before the economy absorbs it productively.

1
Breakthrough

›
2

Infrastructure
›

3
Speculation

›
4

Bust
›

5
Productivity

›
6

New leaders

RAILROADS    1860s–1890s

Mania  Hundreds of lines financed on 
speculation.

Bust  Panics of 1873 & 1893; 
widespread bankruptcies.

Endured  A continental network 
established the transcontinental line 
(May 10, 1869) linked the coasts and 
expanded trade.

INTERNET    late 1990s

Mania  Dot-com valuations unmoored 
from revenue.

Bust  The 2000–02 crash erased most 
early names.

Endured  Fiber, broadband, and the 
platforms that now dominate.

AI  TODAY    2020s

Mania  Capital surging into compute, 
models & data centers.

Unfolding  Winners not yet sorted; 
excess likely somewhere.

Thesis  The platform should outlast the 
speculation.

“The hype cycle often destroys weak balance sheets, but it rarely destroys a genuine 
platform technology.”



Why the US Keeps Bouncing Back
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Resilience Is Structural, Not Accidental

Deep capital markets

Fund invention at scale and absorb the losses 
when bets fail.

Property & patent rights

Reward and protect invention — a federal 
system since 1790.

Entrepreneurial culture

Tolerates failure; treats risk-taking as normal.

Infrastructure at scale

Builds the rails, grids and networks each wave 
needs.

Reorganize after crises

Restructures, recapitalizes, and moves on 
quickly.

Large internal market

A continental demand base to scale new 
industries into.

Magnet for talent & capital

Draws people, ideas and money from around 
the world.

The result: disruption becomes renewal 
not collapse.



Where the Economy Stands Today

14 Sources: US Bureau of Economic Analysis, Bureau of Labor Statistics, Bloomberg Finance, L.P. (data through 5/31/2026)

▪ Real GDP +2.1% (Q1 2026, q/q SAAR)

▪ Accelerated from +0.5% in Q4 2025 led 
by investment & exports

▪ Labor market: Unemployment 4.2%. Payrolls 
+57k (June)

▪ Hiring cooling from +129k in May; 
participation slipped to 61.5%

▪ Consumer: Spending +0.7% m/m (May)  ·  
Saving rate 3.0%

▪ Outlays ran ahead of inflation; personal 
income also +0.7%

▪ Inflation glidepath: Core PCE +3.4% y/y (May) 
vs. 2% target

▪ Highest since Oct 2023; headline PCE 
+4.1%

▪ Bottom line: 

▪ Resilient growth, sticky inflation and a 
“no-landing” backdrop
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Monetary Credibility and the US Dollar
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USD Became Reserve FX Because of Systems in Place

There was no central bank for America’s first >100 years. 

16

1791

1836

Jackson kills the 
Second Bank

1907

1913

Federal Reserve Act

1944

1971

Nixon closes the 
gold window

1979

2008

Modern crisis 
toolkit unveiled – 

Quantitative 
easing, backstops, 
lending facilities

First Bank of the 
U.S.

Panic — J.P. 
Morgan backstops 

the system

Bretton Woods — 
dollar anchors the 

world

Volcker breaks 
inflation, 

establishing Fed’s 
credibility

Source: JP Morgan (as of 12/31/2025) 

U.S. Dollar Share of Global Financial Activity (%)

Measure 2020 2021 2022 2023 2024 2025

Cross-Border Loans 52% 54% 52% 53% 52% 51%

International Debt Securities 50% 52% 53% 51% 53% 51%

FX Transaction Volume — — 88% — — 89%

Official FX Reserves 60% 59% 59% 59% 59% 57%

SWIFT Payments 39% 41% 42% 48% 49% 49%



The Rate Cycle Over 55 Years of Monetary Policy

F e d e r a l  F u n d s  R a t e  b y  C h a i r  ( 1 9 7 0  –  P r e s e n t )
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Source: Board of Governors of the Federal Reserve System (US), FRED, St. Louis Fed (as of 4/01/2026) 17



Major Investment Breakthroughs
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19 Innovations that Changed Investing

19

01

Market Foundation

Rules, structures & legal 

architecture that made 

investing possible

Hamiltonian 
public credit / 
U.S. Treasuries

Organized stock 
exchanges

Corporate 
limited liability & 
scalable 
ownership

02

Pooled Access & 

Regulation

The vehicles & guardrails 

that made diversification 

scalable

Mutual funds / 
pooled investing

Investment 
Company Act / 
stronger fund 
regulation

03

Retirement System 

Innovation

Structures that 

embedded investing into 

household life

Employer 
pensions

IRAs

401(k)s & 
defined-
contribution 
plans

Automatic 
payroll 
deduction

Auto-enrollment 
/ auto-escalation

04
Cost & Access 

Revolution

The long collapse of 

friction, fees & entry 

barriers

Low-cost index 
mutual funds
ETFs
Fee compression

Commission 
deregulation 
(1975)

Decimalization / 
tighter spreads

Zero-
commission 
trading

Fractional shares

05

Smarter Portfolio 

Construction

Automation, 

customization & tax-

aware implementation

Target-date 
funds

Direct indexing



ETFs - A Short History of the Structure

20 Source: ETFGI; SEC; State Street; BlackRock iShares (data through 2025)

$19.9T in global ETF assets and growth from a single fund in 1993 to ~15,800 today

1989-90

The Prototype

Index 
Participation 
Shares are 
blocked as 
futures; 
Toronto's TIPS 
lists as the first 
ETF.

Jan 1993

SPY Is Born

State Street lists 
the SPDR S&P 
500 on the 
AMEX - the first 
US ETF, 
powered by in-
kind creation 
and 
redemption.

2000s

Asset Classes 
Expand

iShares scales 
the wrapper; 
the first bond 
ETFs arrive in 
2002, pushing 
the structure 
beyond stocks.

2008

Active Arrives

The SEC clears 
the first actively 
managed ETFs, 
moving the 
structure past 
pure indexing.

2019

The ETF Rule

SEC Rule 6c-11 
standardizes 
approval, 
ending case-by-
case orders and 
speeding new 
launches.

Today

$19.9T & 
Counting

Spot bitcoin 
ETFs (2024) and 
~15,800 funds 
lift global assets 
to a record 
~$19.9 trillion.

From a single S&P 500 fund in 1993 to the default wrapper for modern investing, the ETF's in-kind structure 
quietly reshaped how the world invests.



Minding the Silent Drag of Trading Costs & Fees
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“Perhaps the most transformative event on Wall Street since 1792” - The Wall Street Journal on May Day

Source: Bloomberg Finance, L.P. (Data through 5/29/2026)

183 Years of Non-negotiable commissions on the NYSE

1792

Buttonwood 
Agreement

Founding 
brokers 
establish 
fixed 
commission 
structure 
(~0.25% per 
trade)

1960s

The Peak Toll

~1% one-way 
commission; 
100 shares of 
a $40 stock 
cost ~$39 to 
buy

May 1, 1975

"May Day"

SEC 
eliminates 
fixed rates; 
negotiated 
pricing 
begins; 183 
years of the 
cartel ends

1975–90s

Discount Brokers

Schwab drops 
fees 50%+; 
charges $30–
$50 vs. $100+ 
at full-service 
firms

Oct 2019

Zero Commission

Schwab cuts 
from $4.95 to 
$0; TD 
Ameritrade, 
E*Trade & 
Fidelity follow 
within days



Decimalization in 2001 — The Hidden Cost Collapse

22 Source: Securities Exchange Commission Testimony

The Bid-Ask Spread

Hidden — embedded in the price

Pre-2001: Stocks quoted in fractions with minimum tick of 1/8 
dollar (12.5¢) or 1/16 (6.25¢); market makers captured this spread 
on every trade

April 9, 2001: SEC mandates full decimalization with minimum 
tick falling to one cent

Result: NYSE quoted spreads narrowed avg. 37% (Dec 2000 → 
Mar 2001); effective spreads narrowed 15%

Bid-Ask Spread: Before vs. After Decimalization
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Where the Markets Stand Today

23 Sources: Siblis Research (equities, 2026); SIFMA (fixed income); Zillow (residential real estate, 2025); 
Federal Reserve Z.1 (household net worth, Q1 2026).

Two centuries of innovation built the infrastructure to fund it and the markets to own it.

$75T
U.S. Equities

Total U.S. stock-market value — the largest on earth.

$51T
U.S. Fixed Income
Treasuries, corporates, munis & securitized debt 
outstanding.

$55T
U.S. Real Estate

Total residential value; commercial adds trillions more.

#1
Commodities & Alternatives
World-leading oil & gas output; deep futures & private 
markets.

$174T  total U.S. household net worth



Major Investment Lessons
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Free Trading, Occasionally Costly Behavior
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Growth of $100,000 between the average equity investor and the S&P 500 Index for the past 30 
years

Source: Dalbar, Quantitative Analysis of Investor Behavior 2022 Study (30-year data through 12/31/2021)
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A Source of Wealth Originates in the Equity Market

26 Source: Bloomberg Finance, L.P. (Data through 3/31/2026)

Populations grow, productivity increases and profits follow along a mostly consistent 
trend. 
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Equity Performance Summary

Equity markets broadly moved lower March as the war in Iran took center stage. YTD, SMID 
Caps and non-US equities maintained their edge over US Large Caps.

27 Source: Bloomberg Finance, L.P. (data through 6/30/2026)

15.2%

11.4%

14.5%

19.7%

10.8%

24.1%

10.1%
12.1%

17.3%

24.0%

9.4%

23.9%

0%

5%

10%

15%

20%

25%

30%

S&P 500 S&P 500 Equal
Weight

S&P MidCap 400 S&P SmallCap 600 MSCI EAFE MSCI EM

2Q YTD

Equity Performance



Price You Pay Matters 
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S&P 500 Price/Cash Flow Ratio “P/CF” and Subsequent Returns

Source: Morningstar, Bloomberg Finance, LP (data through 12/31/2025)

Beginning P/CF 5 Year Returns

M I N A V G M A X

< 8x 13.34% 16.83% 28.56%

9x – 10x 7.32% 14.46% 24.25%
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Bonds Can Offer a Path of Stability Within Portfolios
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US Bond Returns Follow Interest Rates

Source: Bloomberg Finance, L.P. (Data through 12/31/2024)
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Summary
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250 Years of American Compounding

01
Institutional foundations 
mattered first

Hamilton turned defaulted war 
IOUs into credible federal 
securities, helping create the 
Treasury market, Wall Street, and 
the trust architecture modern 
investing still depends on.

02
Innovation repeatedly 
expanded the opportunity 
set

Railroads, electricity, autos, 
computing, the internet, and now 
AI all followed a familiar pattern 
of breakthrough, capital surge, 
volatility, then long-term 
productivity.

03
Investor access improved 
dramatically over time

Index funds, ETFs, commission 
deregulation in 1975, 
decimalization in 2001, and zero-
commission trading in 2019 
steadily lowered the cost and 
friction of participation.

The investor edge shifted with access cheaper and broader than ever, long-term results depend 
less on getting in and more on staying disciplined through cycles, costs, and noise.

From Hamilton’s public credit to zero-commission investing, the same system that financed a young 
republic became the deepest, most innovative, and most accessible capital market in the world.



Disclosures
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This document is intended for the exclusive use of clients or prospective clients of PCS Advisors. Any additional dissemination or distribution is strictly prohibited. Information provided in this 
document is for informational and/or educational purposes only and is not, in any way, to be considered investment advice nor a recommendation of any investment product or service. 
Advice may only be provided after entering into an engagement agreement and providing PCS Advisors with all requested background and account information. 
In partnership with Fiducient Advisors, the included information has been obtained from a variety of sources believed to be reliable though not independently verified. Any forecasts 
represent future expectations and actual returns, volatilities and correlations will differ from forecasts. Past performance does not indicate future performance and there is a possibility of a 
loss.Please visit www.pcsbd.net/disclosures for other important disclosures. Private Client Services is an SEC Registered Investment Advisor doing business as PCS Advisors.

With regard to any data sourced from YCharts, Inc., such information: (1) is proprietary to YCharts, Inc. and/or its content providers; (2) may not be copied, reproduced, retransmitted, or 
distributed; and (3) is provided “AS IS” with all faults and is not warranted to be accurate, complete, or timely. YCHARTS, INC. AND ITS CONTENT PROVIDERS EXPRESSLY DISCLAIM, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY WARRANTY OF ANY KIND, WHETHER EXPRESS OR IMPLIED, INCLUDING WARRANTIES OF MERCHANTABILITY, FITNESS FOR A 
PARTICULAR PURPOSE, ACCURACY OF INFORMATIONAL CONTENT, OR ANY IMPLIED WARRANTIES ARISING OUT OF COURSE OF DEALING OR COURSE OF PERFORMANCE. Neither YCharts, 
Inc. nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of future results.

http://www.pcsbd.net/disclosures
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