
Some useful log-linearization rules:
(Note that the notation is a bit different from Galí and the exercises)

xt ≡ log(Xt)− log(X̄)

Xt ≈ X̄(1 + xt)

Xρ
t ≈ X̄ρ(1 + ρxt)

aXt ≈ aX̄(1 + xt)

XtYt ≈ X̄Ȳ (1 + xt + yt)

Yt(a+ bXt) ≈ Ȳ (1a+ bX̄) + aȲ yt + bX̄Ȳ (xt + yt)

Yt(a+ bXt+ cZt) ≈ Ȳ (a+ bX̄+ cZ̄)+ Ȳ (a+ bX̄+ cZ̄)yt+ bX̄Ȳ xt+ cZ̄Ȳ zt
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Ȳ + aZ̄
zt

]

1


