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Trick 1: Log-linearizing the term X�1
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Example:
1. Production function
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Trick 2: Log-linearizing the equationX�1
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A = 0 ; where A is constant, we have
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Proof.
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Example
1. Labor supply
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Notice we cancel out the value on steday state.
2. Price index
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Notice the constant term � dissappears.

1


