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About 3EDGE 
3EDGE Asset Management, LP, is a multi-asset 
investment management firm serving institutional 
investors and private clients. 3EDGE strategies act 
as tactical diversifiers, seeking to generate consis-
tent, long-term investment returns, regardless of 
market conditions, while managing downside risks.
 
The primary investment vehicles utilized in portfo-
lio construction are index Exchange Traded Funds 
(ETFs). The investment research process is driv-
en by the firm’s proprietary global capital markets 
model. The model is stress-tested over 150 years of 
market history and translates decades of research 
and investment experience into a system of causal 
rules and algorithms to describe global capital mar-
ket behavior. 3EDGE offers a full suite of solutions, 
each with a target rate of return and risk parame-
ters, to meet investors’ different objectives.

January 2026

DeFred Folts III
Founding Partner
Chief Investment 
Strategist 

What’s in Store
for 2026? 

Equities:
	▶ U.S. Equities: Our model research remains somewhat positive for U.S. 

equities, at least in the short term. While U.S. equities remain significantly 
overvalued by our measure,  the positive investor psychology feedback loop 
can potentially lead to further gains. In addition, after pausing in Q4, credit 
spreads have resumed tightening recently, also a bullish factor. Fiscal stim-
ulus from the “One Big Beautiful Bill Act” alongside the belief that there may 
be more monetary loosening in the months ahead is likely to provide a short-
term boost to U.S. equities in Q1.

	▶ European Equities:  While European equities were one of the best perform-
ing equity markets in 2025, we still maintain a mixed to slightly negative out-
look by our research. The yield curve measure is not sufficiently steep to 
be indicative of growth for the European region, and monetary stimulative 
measures have potentially stalled out. Germany’s growth remains sluggish 
alongside U.S. trade relations not particularly helpful currently.

	▶ Japanese Equities: We maintain our favorable outlook on Japanese eq-
uities. The large fiscal stimulus package passed in November should be a 
near-term boon for the nation. The note of caution we referenced in months 
prior remains, i.e., the potential for the Bank of Japan to continue to increase 
short-term interest rates making the popular Yen-Carry trade less profitable 
or outright unprofitable. In addition, should the U.S. lower rates while Ja-
pan tightens, we may witness a strengthening Yen which could exacerbate 
the Yen-Carry trade risk, threatening not only Japanese exporters but global 
stock and bond markets generally.

Happy New Year! Despite the nearly 20% decline in U.S. stocks (as measured 
by the S&P 500 Index) following the “Liberation Day” tariff announcement, stocks 
rebounded strongly to close the year in positive fashion. Hard assets and interna-
tional stocks led the way, outperforming the U.S. market in 2025. While U.S. stocks 
were up over 17%, Japan rose over 26%, and Europe, China, and the broader 
emerging markets were all up over 30%. One notable laggard was India, though 
still finishing in positive territory, up just under 3%. Gold and silver climbed over 
60% and 144% respectively during the year.

As the new year unfolds, we generally maintain many of the same views and 
themes we’ve been ascribing though with nuanced risks. Broadly, we maintain a 
positive outlook primarily for international stocks due to better relative valuations 
along with the potential for continued weakness in the U.S. dollar. We also main-
tain our bullish outlook for gold and commodities though with an acknowledgment 
of the potential for more volatility in this space as the advances particularly in the 
precious metal space may have moved too far and too fast to hold near-term. 

Geopolitical flashpoints are likely to give rise to unexpected bouts of volatility in-
cluding, but not limited to: Ukraine-Russia, US-Greenland, US-Venezuela, US-
Iran, China-Taiwan, China-Japan, Israel-Gaza & West Bank. We are also more 
than likely to see a new Fed Chairperson installed once Chair Powell’s term is up 
in May which similarly is likely to lead to interest rate and stock market volatility. 
And we’re likely to continue to hear calls on both sides regarding AI – will it take 
over the world or lead to a bust with excessive debts that can not be repaid?  As 
the year unfolds we will no doubt update our outlook as  new information comes in.

(continued on next page)
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What’s in Store
for 2026? 

Fixed Income:
	▶ Rates: The markets’ outlook for inflation is fairly subdued when looking at breakeven inflation rates of varying tenors all 

hovering at just over 2%. However, these have historically underwhelmed in their ability to properly forecast near-term 
CPI. The impacts of tariffs along with the excessive debt and debt-service levels, the potential for a weakening dollar, 
and potential for significant changes afoot at the Federal Reserve each may contribute to a future unanticipated bout of 
inflation ahead. The potential for higher longer-term yields remains even if the Fed cuts rates at the short-end. These 
factors continue to support concentrating fixed-income investments in shorter-term maturities.

	▶ Credit: Corporate credit spreads remain historically tight, making the additional yield over and above so-called "risk-
free" U.S. Treasuries unappealing given the risks of rising inflation.

Hard Assets:
	▶ Gold: Central bank gold buying continued through 2025 as nations seek to diversify away from the U.S. dollar. Addition-

ally, tariff measures proposed by the U.S. along with the threat of sanctions have encouraged foreign investors to also 
seek alternatives to U.S. Dollar-based assets. As Gold is priced in U.S. Dollars, a rising Gold price is a reflection of a 
weakening demand for U.S. Dollars. As noted at the outset, investors’ concerns over geopolitical conflicts and relations, 
even among allied nations, have helped to boost the attractiveness of Gold as a haven asset. As noted in prior months, 
as gold continues to make new all-time highs, there comes an increased risk of a consolidation and/or profit-taking 
period nearer-term as gold peaked in late December at over $4500/oz and more recently trades just below this level. 
However, gold over the longer term may continue its upward move as weakening job numbers may encourage the 
Federal Reserve to continue its monetary easing to combat this side of their dual mandate. Gold continues to provide a 
nice hedge, i.e., volatility dampening, to equity and bond investments in these volatile times.

	▶ Commodities: Like gold, weakening demand for U.S. dollars may also benefit commodities more broadly. With the 
US-China trade relationship dealt with in the near-term, a window opens for stimulative demand from China which could  
provide a boost for commodities. The outlook remains positive.

	▶ Emerging Market / Chinese Equities: We maintain a positive outlook for emerging market equities broadly, as the 
weak U.S. dollar continues to be a tailwind for the region, allowing emerging markets to practice more stimulative poli-
cies without causing currency depreciation. With U.S.–China trade negotiations punted to later this year, both countries 
can maintain current trade flows while working to increase trade with other partners. 

	▶ Indian Equities: Despite sluggish performance in 2025, Indian equities maintain a positive outlook. U.S.-India trade 
negotiations remain unresolved, which leaves 50% tariffs in place currently. While there is an attempt by three U.S. 
lawmakers to introduce a bill to remove the tariffs imposed on Indian goods, there is another bill being proposed to 
increase them to 500%! The crux of the issue rests on India’s purchase of Russian oil.  If progress can be made on that 
front, perhaps using Venezuela oil, that may help Washington soften its stance on tariffs on Indian goods.  While Indian 
equities are still overvalued by our measure, the yield curve measure we calculate for the region remains positively 
sloped, indicative of potential future economic growth.
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DISCLOSURES:  This commentary and analysis is intended for information purposes only and is updated as of January 8, 2026. This commentary does not constitute an offer to sell or solicitation of an offer to buy 
any securities. The opinions expressed in View From the EDGE® are those of Mr. Folts and Mr. Phillips and are subject to change without notice in reaction to shifting market conditions. This commentary is not in-
tended to provide personal investment advice and does not take into account the unique investment objectives and financial situation of the reader. Investors should only seek investment advice from their individ-
ual financial adviser. These observations include information from sources 3EDGE believes to be reliable, but the accuracy of such information cannot be guaranteed. Investments including common stocks, fixed 
income, commodities, ETNs and ETFs involve the risk of loss that investors should be prepared to bear. Investment in the 3EDGE investment strategies entails substantial risks and there can be no assurance that 
the strategies’ investment objectives will be achieved. The regions included in our Equities category are measured based on the S&P 500 and MSCI indices. U.S. equity markets are represented by the S&P 500 in-
dex, unless we state otherwise. Japanese equities are represented by the Nikkei 225 equity index. European equities are represented by the MSCI Europe Index. India equities are represented by the S&P BSE SEN-
SEX equity index, and Chinese equities are represented by the MSCI China index. Hard Assets (Gold & Commodities) includes precious metals such as gold as well as investments that operate and derive much of 
their revenue in hard assets, e.g., MLPs, metals and mining corporations, etc. Intermediate-Term Fixed Income includes fixed income funds with an average duration of greater than 2 years and less than 10 years. 
Short-Term Fixed Income and Cash includes cash, cash equivalents, money market funds, and fixed income funds with an average duration of 2 years or less. Past performance is not indicative of future results. 
View From the EDGE® is a registered trademark of 3EDGE Asset Management, LP. Sources for market data/statistics: Bloomberg, Bureau of Economic Analysis

Total Return Strategy

3EDGE Multi-Asset Investment Solutions

Tactical Core Solutions

Tactical Income Solution

Tactical Equity-Focused Solutions

Tactical Crypto Solution

3EDGE Strategies

Conservative Strategy     6–30%    10–88%     4–22%      2–80%   
Typical time horizon: 1-3 years

Typical time horizon: >3 years

Typical time horizon: >3 years

Typical time horizon: >10 years

Typical time horizon: >10 years

Typical time horizon: >10 years

Typical time horizon: >10 years

Typical time horizon: >10 years

Typical time horizon: >5 years

  13–60%    10–81%     4–35%      2–73%

  20–80%    10–81%     4–35%      2–73%

Equity Income 
Sources
0–40%

Fixed Income
Sources
55–90%

Non-Traditional 
Fixed Income

5–25%

     98%            0%            0%           2%

40–100%         0%          0–60%     0–60%

     98%            0%            0%           2%

     98%            0%            0%           2%

     0%            0%            98%**           2%
**crypto ETFs

Growth Strategy

Income Plus Strategy

Global Equity Strategy

Aggressive Strategy

International Equity Strategy

U.S. Equity Strategy

CryptoPlus Strategy

Fixed income, core bond, or 
annuity replacement

Traditional 60/40 portfolio 
replacement

Growth replacement with an 
emphasis on minimizing 

volatility

Income replacement strategy 
targeting a high yield with 

emphasis on minimizing drawdowns

Global equity complement or 
outright replacement of 

ACWI holdings

Equity complement or 
outright replacement of 

equity holdings

International equity (ex U.S.) 
complement or 

outright replacement

U.S. equity complement or        
outright replacement of 

S&P 500 holdings

Alternative store of value (i.e. 
cryptocurrency holdings in place 

of gold/real assets)

Asset Class Ranges^

EquitiesRisk
Intensity

Low

Low

Low-Medium

Medium

Medium-High

High

High

High

Extreme

Fixed 
Income

Hard
Assets

Short-Term
Fixed Inc / Cash

Potential Use Case


