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The Revolution Will Not Be Monetized -
Personal Finance in 1776

By Steve DeBoth
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er, is a system whereby a country like England extracted the natural resources from its colonies with the goal being to
increase the nation’s wealth and power. To become powerful, nations aimed to export more goods than they imported,
hoarding gold and silver in the process. Governments controlled trade heavily to ensure a profit. Colonists that opted to
be merchants as opposed to farmers, fisherman, and loggers were limited in where their goods went. This kept prices,
and therefore personal profits, artificially low.

In the New England colonies, families often kept small farms to provide food for themselves. All the members of each
family shared in the work. Most men were farmers, but they might also be ministers, coopers (barrel makers), millers,
tanners, furriers, or surveyors. They also often hunted and fished to feed their families. The women milked the cows,
gathered eggs, and preserved food for winter. They raised the children and did household chores such as cooking, sew-
ing clothes, and making candles and soap.

Growing up in the late 1700s meant entering the world of work early. What we think of as childhood — a protected
period devoted to play and education — had little place in the lives of most 18th-century families. Instead, children were
regarded as economic assets and from an early age, were expected to work and contribute to the household. By 5 or 6
years old, boys were already working alongside their fathers in the fields, and girls were helping their mothers with
numerous younger siblings and household chores.

By age 7, poor children could be “bound out” as apprentices or servants by town or county governments seeking to
avoid welfare payments. Sent to live with another household, they earned their food and board by learning a trade such
as cobbling, farming or domestic work. To modern eyes, this might seem harsh, but 18th-century parents considered it a
practical way to prepare older children for adulthood by helping them acquire a useful skill. Adult responsibilities came
early. Work and the attainment of skills took precedence over play or prolonged schooling.

There was no shortage of work to be done, but how were they compensated for all that work? For a large portion of it,
they weren’t. You didn’t pay someone to build your house; you built it ourself, unless you were wealthy. You did have
to buy nails, and nails themselves were often treated as currency as a result. You didn’t go to the store and buy meat -
you raised it and butchered it yourself, or you grabbed a musket and shot something. You grew your own food, you
made your own clothes, you did almost everything for yourself. The amount of self-reliance needed by most people in
the 1700s is way beyond what we are capable of today. Colonists were busy from sun up to sun down, but weren’t
turning most of that activity into currency.

What colonists could not make themselves they acquired by bartering first - trading whatever abundance they created
in exchange for what they needed. This included accepting as payment things you may not have needed, like a gallon of
whale oil, with the expectation that you could use that in a future bartering transaction to acquire what you did need.
For the vast majority of colonists, “earning a living” looked purely like “surviving”. The only real exception to that being
in the cities, where people depended much more on being an extension of the British economic system than their rural
compatriots. Instead of professionals, communities relied on artisans like blacksmiths, shoemakers, tailors, coopers,
and wigmakers. While they were rare, some specialized roles existed, including lawyers, doctors, ministers, and survey-
ors (such as George Washington), but these did not constitute a large portion of the workforce.

When people did get actual currency for their labors, it could be anything from colony-printed paper currency, which
depreciated rapidly at times, colony-minted coins, which were rare, or British coins, which were also rare. Spanish silver
8 reales, widely known as “pieces of eight”, became the most trusted currency once the colonies were trading with the
Spanish West Indies. The purity of the metal was higher than Britain-minted coins, and would be cut into halves, quar-
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The Spanish Piece of Eight, or 8 Reales, was a silver coin widely used in trade throughout the
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Americas and beyond. It was often cut into smaller pieces—bits-to make change for daily transactions.

Saving and Investing

Since amassing currency to build wealth was out of reach, except for the extremely rare few, wealth was tangible.
Land, livestock, buildings, and — primarily in the south, though not exclusively — slaves made up the bulk of people’s
net worths. You acquired land, and you worked and developed that land until, hopefully, it turned what we’d consider
a profit. Then, you’d pass that land along to your children, usually your eldest son as was English tradition, and they
would pick up the baton from there. Or, you created a fishing, whaling, or merchant business and passed that along.
You didn’t so much earn enough to save as much as you poured everything you had into building up a business that
kept you fed and housed, and when you didn’t need it any more, your children kept it going. You traded your surplus-
es, and you invested in your own ability to continue feeding yourself and your family primarily. Just like you used your
own self-reliance to make and grow what you needed on a daily basis, saving and investing were deeply personal
activities.

There were wealthy merchants and landowners, of course, many of whom were important enough to the mercantile
establishment to prosper. Their prosperity allowed them to diversify their holdings and income streams, strengthen-
ing their personal finances to the point where they didn’t have to possess quite the level of self-sufficiency as the
majority of their fellow colonists, which did in turn allow them to patronize other merchants. Through the prosperity
of the few, other tradespeople were able to flourish by the standards of the day, at least until the decade or so before
the Revolution.

Retiring

Old age brought its own uncertainties. This will come as no surprise, but there was no real concept of retirement.
People were expected to continue working as long as they were physically able. The levels of comfort and care the
elderly experienced depended on family support and personal means. Family was the primary — indeed the only —
support system for most. Wealthy individuals could pay for care, but those without resources often faced hardship as
they aged.

While some elites, such as Thomas Jefferson and John Adams, lived long enough to sustain active intellectual lives into
old age, many others did not. In regions such as the West Indies, elite lifestyles marked by heavy drinking, rich diets
and little exercise could shorten lives rather than extend them. Across the life cycle, there were few buffers against
illness, injury or decline. From birth to old age, survival depended less on institutions and more on family, circumstance
— and luck.



America on the Eve of the Revolution

Despite 90%+ of colonial Americans being farmers, historians believe that colonists in early America had the highest
standard of living in the world at that time. This is why people were leaving the rigid systems of Europe to claim their
own slice of the earliest of American dreams. Considering the myriad of ways we pay nowadays, as well as the vast
marketplace of financial products and services on offer, you would think personal finance back then was more simplis-
tic than today. On the contrary, | found it to be quite complicated. Self-reliance and bartering sound like a pretty
simple way of managing household cashflow, yet there were always necessities that had to be purchased with curren-
cy, which was a huge problem, given the very little coinage in circulation. It was expensive to defend the colonies.
Britain felt the colonies had to pay for the privilege of being defended, the remedy for which was to extract even
more coinage from the colonies.

Deeply in debt in the decades before the Revolutionary War, Britain raised taxes and duties that had barely existed,
effectively pulling already scarce coinage out of the colonies. The Currency Acts of 1751 and 1764 were financially more
impactful than the more widely known Tea Act and Stamp Act. The colonies were banned from printing their own
paper money, and without local currency, and with the centuries long, at that point, shortage of metal coinage, credit
evaporated and debts soared. Farmers and merchants struggled because they literally could not get their hands on
enough currency. Even the wealthy landowners of the time, many of the Founding Fathers among them, could not
extract enough value from their holdings and became deeply indebted to British merchants.

The first sparks of rebellion were political, yes, but the fuel was economic. When Britain raised taxes, the colonies
protested. When Britain raised duties, they resisted. But when Britain restricted money itself, the system cracked.
The colonies weren’t just being governed from afar, they were being financially starved. It’s not hard to rally a popula-
tion when everyone from small farmers to wealthy merchants feels the financial chokehold tightening. Merchants,
particularly in New England, were the loudest early voices calling for revolution. Their livelihoods were heavily restrict-
ed by increasingly deflationary British mercantilist policies. Merchants trading in "dry goods" or contraband strongly
supported boycotting British imports to eliminate competition. They resented paying heavy customs duties to a Par-
liament where they had no representation. Small-scale, often debt-ridden farmers supported the patriot cause, some-
times hoping that independence would wipe out their heavy debts to British creditors. Many were also highly motivat-
ed by the desire to push westward over the Appalachian Mountains, which the British government had previously
banned in the Proclamation of 1763. Conversely, wealthy merchants who held lucrative, Crown-sanctioned contracts
or monopolies often fiercely opposed the Revolution because their wealth depended on maintaining the British impe-
rial system, and large-scale commercial farmers or plantation owners sometimes remained loyal to the Crown to pro-
tect their massive landholdings and ensure the stability of their export markets.

Despite the vast differences in working, earning, paying, saving, and investing between today and the years immedi-
ately preceding the Revolutionary War, one aspect of their economic system feels familiar: those who received a lion’s
share of the economic benefits supported the system that helped them maintain their place at the economic and
political summit. Conversely, those who were on the outside of most of the system’s benefits had an uphill battle to
change the system. Britain tightening the economic screws on most colonists provided sufficient motivation for
enough early Americans to put it all on the line for a better future. Thanks to them, and all those after them who
fought their own battles, here we are. So, the next time you pay for something at the store with your phone, give a
mental shout out to those who, 250 years ago, were scraping together eighths of a coin, and were fighting for the
opportunity to live and transact more freely.



The Big Guys Want Your Shares

By Casey Clarke

I don’t feel our clients hire us to repeat industry talking points or to project perpetual sunshine, because since
forming Cadence, we haven’t. Don’t get me wrong, we are fun-loving, positive people at the office, but we have no
interest in ignoring important details that could impact our clients’ lives. Being too myopic in view or playing ostrich
in the sand just to keep comfortable helps no one. I do think our clients hire us to help them evaluate the financial
world, investment landscape, and achieve and maintain financial freedom - regardless of how unique or seemingly
unorthodox that process can feel at times, or of the conclusions that we might draw. | want to thank every one of
our clients for allowing us to serve them this way and for being open-minded to entertaining different perspectives
on the financial world and the broader issues that can act onit. I truly believe this dispassionate, agnostic approach
when it comes to planning, will make all the difference. Thank you.

Fuzzy Big Picture

In assessing what’s going on around us, we’re limited to observing facts, actions, and outcomes. Like in a criminal
investigation, we rarely know for sure the intentions of the key players, but sometimes in understanding incentive
structures and previous behavioral patterns, we can establish a likely motive or desired outcome. The goal is to
assemble a puzzle that presents as clearly as possible a picture of what’s playing out in front of us. Sometimes it’s
fuzzier than we’d like. Other times there are two completely different picture possibilities given different scenarios
and assumptions. Counterintuitively, it should never be absolutely clear in a complex world - that’s almost a sure
sign that we’ve let bias creep into the process. You might ask why this matters if we can’t do much to change the
unfolding of events anyway? Our feeling is that the more we know about what’s going on and the possible out-
comes, the better we can prepare. It’s all in the preparation. Tech stocks are positioned for giant losses — you can
choose to avoid them. Commodities are set up to be in very short supply — you can make sure to buy the ones you
need to live, invest in others, and plan for the knock-on effects. The education system is providing much less return
on investment to students as traditional jobs become harder to come by — you can rethink everything relating to
how to best prepare your child for the world, and how to best help them bring value to that world. Maybe it’s not
spending $250,000 and wasting four of their most energetic years of life. Maybe. It depends on much, but under-
standing these broad directional trends can be hugely impactful.

The fuzzy puzzle picture we see in front of us at the moment is this: The western world—mainly Europe and the
U.S.—is very late stage. Governments have grown past their useful sizes in terms of scope, scale, and spending
levels. This is entirely predictable as any body that has the ability to tax, spend, and write the rules will only get
bigger — it will never self-limit. In the U.S., we now spend over $1 Trillion per year on interest on our roughly $40
Trillion of public debt. If interest rates rise, that interest expense will rise, necessitating more borrowing to cover it,
which reinforces both higher interest rates and more future borrowing. It’s a vicious cycle for which the only long-
term fix is either a debt default, a debt forgiveness, or a restructuring event. You can’t grow your way out of this —
despite what the profligate spenders in Washington will tell you. An important factor in weighing these potential
outcomes is the level of unity amongst Western nations. If strong, the odds of a coordinated debt jubilee are better
as they would all be in it together, thus protecting their respective currencies from rapid deterioration. If weak, this
increases the risk to any one nation for a currency crisis and traditional default and increases the desperation for
real assets in preparation. Those nations with the most robust inventory of gold, energy, and other natural re-
sources would likely be in the strongest position to carry on after some sort of “debt reset”. This is one of those
scenarios where we could just stick our heads in the sand and tell you, “Everything will be fine, we’re all in it to-



gether”, but that reflects inaction and complacency - we prefer preparation through action. It could make all the
difference. This point in history, although it feels to us like one ordinary day after another, isn’t insignificant.

Despite actions being taken in multiple theaters to prepare for the possibility, shorter term, nobody wants a debt
default. Aroutine recession and stock market decline would be more manageable. So, getting interest rates down
across the duration curve (long and short-term rates) would alleviate some of the borrowing burden for both gov-
ernment and the average Joe. It wouldn’t be a long-term fix, but it would buy more time. The problem of course, is
how to get longer-term market rates down when inflation is picking up across the board. We are at that point in
the cycle where commodity supply constraints (due to prices being low for too long) are pushing prices higher
despite the government’s (I include the Federal Reserve in this) efforts to keep inflation lower. The market simply
doesn’t believe the FED has control anymore and sees every softening of policy as inflationary. The new Fed chair
Kevin Warsh was likely chosen to change this thinking and give markets renewed confidence that the FED some-
how has the ability to control what happens to commodity prices when they are in short supply. At the end of the
day, we still feel there is a good chance that the monetary authorities realize the only way to keep interest rates
under control in the face of a secular bull market in natural resources, is to allow the stock market to fall and a
recession to play out. In other words, they need to stop kicking the can if they want to avoid having rising rates jam
up the machinery underpinning the entirety of the financial system — debt and leverage. A weak economy leads to
low interest rates. That’s the only natural relationship that holds over time. Anything else is synthetic and unsus-
tainable.

Finally, it’s worth noting that there is plenty of embedded risk within the financial system at the moment as a result
of the 16-year expansion in stocks and debt instruments, and the malinvestment accompanying it. Whether losses
on bonds that the banks are still holding, or private equity and credit investments that are both less liquid and
solvent than initially thought, as Jamie Dimon recently put it, “When you see one cockroach, there are probably
more”. The financial system at the moment is quite literally a leaning tower of rot that fears a stiff wind. All of mar-
ket history and the nature of cycles suggests that wind will hit the forecast at some point. The interesting thing to
ponder however, is how and who will be to blame when the structure falls. The Russia/Ukraine conflict was used as
a scapegoat for the inflation that had been ramping up for more than a year prior. In fact, the onset of the conflict
in early 2022 roughly marked the peak as inflation dropped throughout the year and ultimately bottomed in early
2023. Will this Iran conflict be used to scapegoat inflationary pressures that were already present beforehand? Will
the coming stock market and economic decline and financial system fallout be blamed on the conflict as well, ra-
ther than the parties more directly responsible for creating and perpetuating it> We will see, but throughout histo-
ry, those in charge have always looked to summon up enemies to keep the tomatoes from being hurled at them.
There were major fractures within the financial system in late 2019 — Covid distracted people from the cause. Dou-
ble digit inflation into 2022 - Ukraine distracted people from the cause. Today, we have inflation ramping, private
credit issues, commercial and residential real estate issues, economic issues - Iran and Russia stand ready to dis-
tract and take some of the blame. None of this speaks to intention, just observable actions and patterns and a
blurry puzzle picture.

Established Trends

I’'ve already gone on too long, so I'll try to accelerate the major points from here on. Commodity and natural re-
sources across the board have started rising in price after falling in price for years. This reflects a proper cycle. The
illustration on the next page summarizes what drives an oil market cycle, which holds true for all commodities. The
gist is that if prices are too low for too long, there’s no profit incentive to make more of it, supply eventually falls
below demand, and prices rise until adequate profit can be made and supply replenished. The system always over-
shoots due to time lags which is what creates the up and down nature of cycles. In short, the low prices of past



years and dramatic underinvestment in new supply have set the stage for higher commodity and natural resource
prices going forward.

Problem! — Demand Destruction
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Problem! — Supply Disruption @ CAPENCE

By contrast, although stocks are still in an uptrend, they are long overdue to initiate a corrective downtrend. By
many valuation metrics, stock markets are as much as 200% overpriced, which means a drop of -67% would get
them back to what we’d consider “fair price”. Not cheap, but fair price. To get cheap means a bigger drop is re-
quired. As discussed earlier, the stock market being this overpriced for this long has created a set of problems that
need to be dealt with. There is no easy fix. Asset prices must come down. To stay high means more inflation, less
affordability, and a widening wealth gap—all of which are bad for society.

A Standard Pause in Trend - Shakeout

Last year, precious and base metals blasted higher and left little doubt that they had initiated their long-term move
higher. Commodity markets are significantly smaller than the broader stock and bond markets, so large moves like
this hint toward large capital inflows. That’s really important context in evaluating the pullback in prices since Feb-
ruary since secular bull markets always experience pullbacks along the way that serve to shake out weak retail
hands and give strong institutional hands more attractive buy points. Whether orchestrated or not (and many
make a strong case for this being orchestrated) this phenomenon is reinforced by the fact that most small retail
investors buy near the top after they’re thoroughly convinced of the upward direction, setting them up to lose
more when the price inevitably corrects lower, panic, and sell out. Because most, larger, institutional investors buy
earlier in trends, they are much calmer and better equipped to buy those shares from panicked retail investors
after a meaningful price drop. It’s our opinion that this pullback in metals prices since essentially the onset of the
Iran conflict in February is part of the normal corrective process facilitating the transfer of share ownership from
retail to institutional hands. The goal of course is not to be one of these unsuspecting retail investors. The chart on
the next page shows the current pullback in gold within the context of prior gold bull market pullbacks - Relatively
normal, and just about the full extent of the price reductions we’ve seen in the past. Buyers take note - and this
same situation applies to most metals and miners.
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Energy

Energy prices and the companies that deal in them didn’t have a great 2025 like metals did. Rather, they had a much
better period of performance from 2021 through 2023. For an investor who finds the whole natural resources space
undervalued and attractive for the reasons we stated above relating to underinvestment and supply shortages, this
is a good thing. The fact that one can invest in a variety of natural resources sectors without them all moving in the
same direction at the same time is actually what we want. This achieves diversification and reduces portfolio volatili-
ty without sacrificing longer-term performance potential. The energy sector makes up about 3-4% of the S&P 500
currently compared to a peak of roughly 16% in 2008. Given that the world as we know it literally comes to a grinding
halt without adequate energy, this strikes us as far too low. What the Iran conflict could still teach us in the weeks
and months ahead is that we aren’t just taking energy availability for granted, but also the availability of most other
commodities we very much depend on throughout our daily routines.

A Word on Treasuries

The consensus on government bonds is that rising inflation will push interest rates up, which in turn will cause bond
prices to fall. This is an entirely reasonable view. We’ve gone back and forth arguing both sides of various scenarios
in an attempt to understand the most likely outcome for government bonds going forward. Our current thinking is
that although we will probably have big issues farther down the road for the reasons we started this letter discuss-
ing, in the next few months and quarters, we feel much more positively about U.S. Government bonds. First, they
have already come down in price significantly from their highs in late 2020 as interest rates have risen, and have
stabilized since late 2022. Sideways trends are much less dangerous than long downward ones. At these levels, rela-
tive to stocks, they are extremely attractive when looking at the standard historical relationship between the two.
Basically, with interest on government bonds at ~4.5%, and an average dividend yield on the S&P 500 of ~1%, once
the stock market stops going up and investors are no longer confident in the capital appreciation component of
their return, there is no comparison - bonds are better. Additionally, when we factor in total returns from a stock
market making its way back to “normal” valuations over time - say a 12-year period — bonds at a 4.5% yield do about



4.5% better annually than a stock market that returns roughly zero. That’s not nothing — 4.5% better every year for
12 years is real wealth.

Second, if events lead to a recession and stock market pullback, that would likely be disinflationary causing interest
rates to fall and bond prices to rise. As we mentioned earlier, this could well be the goal of monetary authorities as
it’s the only surefire way to get longer duration interest rates down. Finally, government bonds serve as a diversifi-
er within the portfolio to help manage risk along the way. Importantly, it is a diversifier that we feel good about
over the near to intermediate term rather than one whose purpose is solely for diversification.

Conclusion

The world is dizzyingly complex, while at the same time being very late-stage in terms of its economic and market
trajectory. We should expect some chaos as a result. The option isn’t to exit or to ‘“check out” from the system as,
like it or not, we’re a part of it. Pulling money from the markets requires that we put it somewhere — a bank ac-
count for example. Well, bank accounts are part of the financial system and possess their own set of risks ranging
from inflation risk (which currently means a guaranteed loss of 4-8% depending on whose definition of inflation
we’re using), to FDIC solvency, to the concept of bank bailins in the event of banking failures. The point is that if
we are to participate in the world around us, we need to figure out how to safely and responsibly operate within it.
This isn’t to say we shouldn’t advocate for things that create more individual financial autonomy and freedom and
speak out or resist things that don’t, but in the meantime, the show must go on. Our thoughts are that the best
way to position oneself in the months and years ahead is to avoid any significant exposure to the assets that are
flying too close to the sun and position your portfolio in those assets that have very real potential to garner more
attention and attract more capital over time, as a result of cheap prices, neglect, and the collective realization that
we’ve all been focused on the wrong things over the last 10 to 15 years. There will be periods of time when confi-
dent buyers hope to take advantage of weary sellers — like now - but we get to decide which of those players we
choose to be.

Finally, for those feeling as though they’re safe in the stock market because the wealthy have an interest in keep-
ing it propped up, I’ll say this... The richest people in the world know that markets don’t go up forever. Once they
feel there’s a better opportunity elsewhere, they’ll be among the first to take advantage of it. If that better oppor-
tunity exists in smaller markets that can’t absorb capital flows too quickly, then the process of reallocating capital
needs to be stretched out over time, ideally with some big pullbacks along the way to make room for further pur-
chases. What we’re currently experiencing is likely exactly this. And when the previously expensive stocks they
once owned become cheaper? They buy them back from investors who overstayed their welcome and did more
hoping than thinking. Again, we get to choose which player we want to be.

We wish you a very Happy Fourth of July. Enjoy the fireworks from a safe distance—pun intended!
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