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What is TRI in a Mutual Fund?

When evaluating a mutual fund, investors often look at benchmark indices to measure its performance. However, not all indices
provide the full picture. This is where TRl in mutual fund investments plays a crucial role. Think of it as measuring not just how much
your initial capital has grown, but also how much extra income you could have earned by reinvesting any dividends or interest
received. This method gives a more accurate assessment of a fund's true performance.

Whatis TRI (Total Return Index)?

The TRI full form in mutual fund is Total Return Index. Unlike the traditional Price Return Index (PRI), which only considers capital
appreciation, TRl includes all dividends and interest income from the index's underlying securities. In simpler terms, what is TRl in
mutual fund performance measurement? Itis an index that factors in both price movements and any reinvested earnings, makingita
more comprehensive benchmark. In 2018, SEBI (Securities and Exchange Board of India) made it mandatory for mutual funds to use
TRl instead of PRI to evaluate their performance. This shift ensures that investors get a clearer picture of how a mutual fund is
performing relative to its benchmark.

How TRIworks: the role of reinvested dividends

The key distinction between a TRl and a PRI is the reinvestment of dividends and interest. In a TRI mutual fund, all income generated
from dividends, stock distributions, and bond interest is assumed to be reinvested back into the index. This provides a more realistic
view of returns that an investor could potentially earn if they consistently reinvest their earnings. For example, if an index gains 10%
in a year and also distributes 2% in dividends, the PRI would only consider the 10% gain. However, TRI would consider the total 12%
return, reflecting the true earning potential of staying invested in a mutual fund.

TRIvs Price Return Index: the key differences

The most significant difference between TRl and PRI lies in the way they measure returns. PRI, or Price Return Index, only considers
the capital appreciation of stocks in an index. This means that if the stocks in an index increase in value, the PRI will reflect that rise,
but it does not factor in dividends or interest earnings. TRI, on the other hand, assumes that all dividends and interest earnings are
reinvested backinto the index. This means that if an index grows by 8% and pays a 2% dividend, TRI will reflect a 10% return, while PRI
will only show 8%. The shift to TRl is particularly important for investors looking to make an accurate comparison between mutual
funds and their respective benchmarks.



In India, SEBI's mandate has ensured that fund houses now disclose their performance using TRI, making it a more reliable and
transparent method for investors to evaluate their options. This transparency helps investors make better financial decisions by
allowingthem to see the realimpact of dividends and other earnings on their investments.

Why should investors consider TRI?

One of the main reasons investors should consider TRl when evaluating a mutual fund is that it provides a clearer, more complete
picture of a fund's actual performance. Since dividends and interest earnings are reinvested, the returns presented are more in line
with what an investor could achieve in reality. Another advantage of using TRl is that it makes mutual fund comparisons fairer. By using
TRI, investors can make more accurate comparisons across different funds and investment strategies. TRl is particularly beneficial for
long-terminvestors. Since it factors in the compounding effect of reinvested dividends and interestincome, it provides a more realistic
estimate of long-term wealth accumulation. Investors planning for long-term financial goals, such as retirement or wealth creation,
can benefit from using TRI-based benchmarks when choosing their funds.

How to Find the TRl of a Mutual Fund

Finding the TRI of a mutual fund is relatively easy. Most fund houses and financial platforms provide TRI-based performance reportsin
their fund fact sheets. These reports include details about the fund's benchmark and whether it uses TRI or PRI for performance
evaluation. Investors can also use a SIP Calculator to estimate their future returns based on TRI benchmarks. A SIP Calculator factorsin
reinvested earnings, allowing investors to get a better projection of their expected returns over time. By using these tools, investors
can make informed decisions when selecting mutual funds that align with their financial goals.

Conclusion

The TRI in mutual fund analysis has significantly improved how investors assess fund performance. By considering reinvested
dividends and interestincome, TRI provides a actual measure than PRI. The SEBI mandate requiring mutual fund houses to use TRI has
increased transparency and trust among investors. Whether you are planning long-term investments or using a SIP Calculator to
evaluate future wealth accumulation, understanding what is TRI in mutual fund benchmarking can help in making informed financial
decisions.

An investor education initiative by Edelweiss Mutual Fund
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Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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