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1 R = Portfolio return in period i
o
g, = mZ[RP,i - RP]Z RD = Average portfolio return
N = Number of periods
[(Average Annualised Return — Risk Free Rate) + Standard Deviation] (] L jug
8
(Tracking Error) gl Uns
Where
RW = Portfolio return in period i
1 . Ru‘ =Benchmark return in period i
TE= |o=72[@Rei~R ) ~ (Rp —RD)]? R, = Average portfoloreturn
Rb = Average benchmark return
N = Number of periods
Where (Beta) Ly
_ Cov(R,, Rb) Cov(R, Rb)=covariance between portfolio and benchmark returns
B= Var (Rb) Var (Rb)= variance of benchmark returns
Where (Alpha) aJi

a=Rp —[Rf + B*(Rp —Rf)]

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

= portfolio beta
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    𝜎  p =     1  N − 1 𝛴  [   R  P , i −   R  p ] 2 


  𝛽 =   C o v  ( R p ,   R b )  V a r   ( R b )  
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  𝛼 = R p   − [   R f +   𝛽 ∗  ( R b   − R f ) ]  
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  T E =     1  N − 1 𝛴  [   ( R  P , i −   R  b , i )   − ( R p   − R b ) ] 2 


   [  ( Average   Annualised   Return − R i s k   F r e e   R a t e ) ÷ Standard   Deviation ]

