
(∂Bt+1) Et

[
(1− Γ(ω̄t+1, σt))

Rk
t+1

Rt+1
+ ηt+1

[
Rk

t+1

Rt+1
(Γ(ω̄t+1, σt))− µG(ω̄t+1, σt)− 1

]]
= 0 (1)

(∂ω̄t+1) Et

[
ηt+1 −

Γ′(ω̄t+1, σt)

Γ′(ω̄t+1, σt)− µG′(ω̄t+1, σt)

]
= 0 (2)

By combinig the two FOCs I get(
1− Γ(ω̄t+1, σt) +

Γ′(ω̄t+1, σt)

Γ′(ω̄t+1, σt)− µG′(ω̄t+1, σt)

)
1 +Rk

t+1

1 +Rt+1
− Γ′(ω̄t+1, σt)

Γ′(ω̄t+1, σt)− µG′(ω̄t+1, σt)
= 0 (3)

To linearize GAMMA function

Γt = ω̄t+1 [1− Ft] +Gt (4)

which results in the following log linear form

Γ(1 + Γ̂t) = ω̄(1− F )
[
1 + ω̂t+1 + 1̂− Ft

]
+G(1 + Ĝt) (5)

Then

1̂− Ft =
F

F − 1
F̂t (6)

and then I proceed by applying taylor expansion on F and G which are two-variables functions
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