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Chen and Investopedia (2019) R >+ 42 g 3F ¥ ez o
Excess return is identified by subtracting the return of one investment from

the total return percentage achieved in another investment. When calculating
excess return, multiple return measures can be used. Some investors may wish
to see excess return as the difference in their investment over a risk-free rate.
Other times, excess return may be calculated in comparison to a closely
comparable benchmark with similar risk and return characteristics. Using
closely comparable benchmarks is a return calculation that results in an excess
return measure known as alpha.
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