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Formula for Total Return: 

 

   I   +    Pb – Pe 

  Pb             Pb 

 

 

 

 

 

Correct Formula for Total Return is: 

 

 I   +    Pe – Pb 

 Pb           Pb 
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Jensen’s Alpha = rp – (rf  +Bp (rm – rf ) 

 

Where 

rp – is the portfolio return 

rf  - is the risk free return 

rf  - is the average return on market index 

Bp – is the Beta of the portfolio  
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