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The growth rate of x (some level variable, say output) can be
calculated as growthrate of x = === or, equivalently, as

Xt-1
Xt

— 1. The last is often used in Excel. There

growthrate of x =
Xt—1
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are also other formulas for growth rates, i.e., the two formulas here
are just two common examples.
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Opportunity Cost
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The same logic applies to banks that have to decide whether to lend
out their funds and earn interest in line with the lending rate, thereby
incurring a risk that they may not be repaid in case the borrower fails
with his project, or whether they deposit their funds with the central
bank, in which case there is no risk but the interest rate is also very
low. Whatever decision the bank makes in this scenario, it comes
with an opportunity cost in foregoing the risk/reward combination the
other option had to offer.
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