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where
R = Portfolio return in period i . .
o Ssleeall Byl

R = Average portfolio return
P

N = Number of periods

s puisgo

[(Average Annualised Return — Risk Free Rate) + Standard Deviation]

1
TE = jmr[(Rp,l -R,) — (Rp —RD)]?

(Tracking Error) 8.|.|.|JI hs

where

vai = Portfolio return in period i
Rbﬂ = Portfolio return in period i
Rp = Average portfolio return
R, = Average portfolio return

N = Number of periods

_ Cov(RE, Rb)
b=—ar (Rb)

(Beta) Uiy
where
C av(Rp Rb)= covariance between portfolio and benchmark returns
Var (Rb)= variance of benchmark returns

a=Rp —[Rf + B+ (Rp —Rf)]

where
(Rp)= average portfolio return
(Rb)= average benchmark return
(Rf)= risk free rate

B=portfolio beta

(Alpha) LJi

_ (RD - Rb)
o (Rp —Rp)

where

Rp = Return of the portfolio

Rb = Return of the benchmark

Rp-Rb = Active return (the difference between portfolio and benchmark returns
o(Rp-Rb) = Tracking error (standard deviation of the active return)
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