Return measures



Return on Financial Assets




Holding Period Return

A holding period return is the return from holding
an asset for a single specified period of time.
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Arithmetic or Mean Return

The arithmetic or mean return is the simple
average of all holding period returns.
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Geometric Mean Return

The geometric mean return accounts for the
compounding of returns.
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R, =3(1-.50)x (1+.35)x (1+.27) =1 = =5.0%



Weighted return

Required Return | Weighted
Value % ol Total | (ﬂer Ta) | Rate*

Other Assets 1000000 | 100 40 04

ST Liabilities (250,000 | -2 40 01
Total $10,000,000 13.0%




Annualized Return

(1 T rperlod) -1

c :number of periodsin a year
Weekly return of 0.20%:

= (1+0.002)* —1=.1095 =10.95%

r

annual

annual

18-month return of 20%:

_ (140.20)% —=1=0.1292 = 12.92%

annua]



Gross and Net Returns
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Pre-Tax and After-Tax Nominal Return
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Nominal Returns and Real Returns

(1+7)=(1+7,)x(1+7)x(1+RP) = (1+0.03)x (1+0.02) x (1+0.05)

r=10.313%

(147, ,)=(1+7,)x(1+RP)=(1+0.03)x (1+0.05)

7oy =8.15%
)=(1+7)=(1+7)=(1+0.10313)+(1+0.02)

(l+r
r. . =8.15%

real
real



