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The Informed Investor Series explores how better understanding markets may help you to make the most 
informed investment decisions possible. 

The Understanding the Difference Between Price Return & Total Return white paper explores how when 
equity markets drop, we may hear news stories that sensationalize past or current declines. Therefore, in 
order to be a more informed investor, it may be important to understand  how Price Return of the equity 
market is different from the Total Return of the stock market. 
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Calculating the return of a stock market benchmark such as the S&P 500 without including the dividends that 
stocks pay is like discussing the total cost of a meal at your favorite restaurant without including the tip you 
paid. While the true cost of your meal is the sum of both the dollar amount you paid for the food plus the tip 
you paid, when calculating the return of an equity market benchmark, it is important to include how much the 
market moved up or down in price plus the dividends that the stocks paid. 

This is important because when the equity market declines, we may hear news reports that may try to 
sensationalize past or current market declines. The key is to understand the difference between Price Return 
of the equity market and Total Return of the stock market. 

Price Return is simply how much the market moved in price. 

Using the S&P 500 as an example, if hypothetically you were told that the S&P 500 began the year at 2000 
and gained 200 points through the course of the year, that would suggest that the S&P 500 was up 10%.  If 
I hypothetically told you the S&P 500 began the year at 2000 but ended the year at 1800, then we could 
conclude the market had lost 10%.

Total Return calculates both the price movement of the S&P 500 plus the dividends that the stocks within 
the S&P 500 paid. 

In our hypothetical example above, if the S&P 500 began the year at 2000 and ended the year at 2200 and in 
addition, the stocks in the S&P 500 paid an average dividend of 2%, then the total return we actually might 
have received would have been 12%. 

Similarly, if in our hypothetical example, the S&P 500 began the year at 2000 and ended at 1800 but the stocks 
in the S&P 500 paid an average of a 2% dividend, then your actual return would be a loss of 8% and not 10%, 
as the price return calculation would suggest.

The point is that while both calculations are accurate, price return only provides a partial view of the actual 
return while total return gives you the complete picture of the return of the index.

As example, on October 9, 2007, the S&P 500 closed at 1565.15. From that day, the S&P 500 would suffer 
the second worst decline in the market’s history. It would take until March 28, 2013, for the S&P 500 to close 
higher than that October 9, 2007 level.1

But does that mean investors did not make any return on their investment over that almost 6 ½  year time 
period?

If you include dividends and instead look at your total return, the answer is no.

In fact, while printing headlines that talk about how it took the S&P almost 6 ½ years to close higher than that 
October 7, 2007, close might sell more newspapers, when you include dividends of the stocks of the S&P 500, 
you will find that you began making money almost a full 12 months earlier.1
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The power of viewing total return compared to price return is particularly evident when looking at the market 
over longer time periods.

Let us look at the S&P 500 over the 15-year period ended March 31, 2015. This period would include the 
difficult years of the Technology bubble burst when the S&P 500 posted three consecutive negative years  - 
2000, 2001 and 2002. It will also include six consecutive quarters of negative returns at the end of 2007, all of 
2008, and the beginning of 2009 during the Financial Crisis.1

If you look at the Price Return of the S&P 500 during this 15-year period, you would have a cumulative positive 
return of 37.99%.1 We do not consider this a great return considering the risk you are taking with stocks. You 
might see newspapers reporting how this equates to only a 2.17% annual rate of return and after taxes, how 
it did not keep pace with inflation.

However, if you look at Total Return, meaning including the dividends that stocks paid over that same period, 
the cumulative return of the S&P 500 was 83.91%, almost 2 ½ times more than Price Return.1 In fact, if you 
matched the Total Return of the S&P 500;  for every $100,000 you might have had invested, you would have 
$45,920 more than what Price Return would suggest.1

The point is that understanding the difference between Price Return and Total Return may make you 
a more informed investor.
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Important Disclosures
1 Bloomberg and Dunham & Associates

Investments are subject to risks, including possible loss of principal. Investors should consider the investment 
objectives, risk factors and expenses of any investment carefully before investing. Diversification does not guarantee 
profit or ensure against loss.

The S&P 500, or the Standard & Poor’s 500, is a stock market index based on the market capitalizations of 500 
large companies having common stock listed on the NYSE or NASDAQ. The S&P 500 index components and 
their weightings are determined by S&P Dow Jones Indices. It differs from other U.S. stock market indices, 
such as the Dow Jones Industrial Average or the Nasdaq Composite index, because of its diverse constituency 
and weighting methodology. It is one of the most commonly followed equity indices, and many consider it one 
of the best representations of the U.S. stock market, and a bellwether for the U.S. economy.

All examples are hypothetical and are for illustrative purposes only. We encourage you to seek personalized 
advice from qualified professionals regarding all personal finance issues. The solution for an investor depends 
on their and their family’s unique circumstances and objectives. 

Information contained in the materials included in the Bull & Bear in a CloudSM Marketing Campaign is 
believed to be from reliable sources, but no representations or guarantees are made as to the accuracy or 
completeness of information. This document is provided for informational purposes only and should not be 
construed as individual investment advice.  
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