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Abstract:

The aim of this research is to evaluate the effectiveness of monetary policy
in the Libyan economy during the period( 1990-2024), through analyzing the
ability of money supply-considered the main monetary policy instrument-to
achieve the balance dimensions of the Kaldor square, which are economic
growth and inflation rate. The results showed that the increase in money
supply in the Libyan economy during the study period did not lead to an
increase in real GDP; rather, it was associated with a decline in economic
growth. The research also found a long-term relationship between money
supply and inflation rate, indicating that price pressures in the Libyan
economy are directly linked to the expansion of the monetary mass.
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Variables INF LOGM GT
Mean 0.049857 10.22457 0.027429
Maximum 0.260000 12.09000 0.870000
Minimum -0.090000 8.610000 -0.500000
Std.Dev. 0.072846 1.170943 0.210634
Jarque-Bera 11.08883 3.771930 71.07577
Probability 0.003909 0.151630 0.000000

Observations 35 35 35
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** Stationary at level, *Stationary at first difference (5%)
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& s o5 il aa) (o sie o @l ¢ e zdseill 138 JSa o K5 2 5aY1 %5

Akl elasy)
Y zsaill 5 slaall ARDL g3 et i il (3 )y Jsaall
1. Bounds test for cointegration
... | Critical values .
Test type Test statistic 1(0) (1) Decision
Joint F-statistic 7.36526 2.62 3.79 Cointegrated
T-statistic -5.867337 -2.86 | -4.19 Cointegrated
Exogenous F-statistic|  6.713920 2.49 4.36 Cointegrated
UECM model
Variable Coefficient| Std. Error | t-Statistic Prob.
C 24.72467 | 4.233605 | 5.840098 0.0000
D(GWT(-1)) 0.364218 | 0.031762 | 11.46709 0.0000
D(GWT(-2)) -0.413546 | 0.012223 | -33.83342 0.0000
D(LNMT) -0.030561 | 0.033224 | -0.919847 0.3205
D 2009 0.043227 | 0.038625 | 1.119146 0.1397
D 2011 -0.022664 | 0.036728 | -0.617077 0.5787
D _2016 0.054812 | 0.028112 | 1.949772 0.0719
D 2024 -2.492844 | 0.121438 | -20.52771 0.0000
CointEq(-1)* -0.247843 | 0.045384 | -5.461022 0.0015
Long run coefficients (OLS)
Variable Coefficient| Std. Error | t-Statistic Prob.
LNMT -0.745351 | 0.16865 | -4.419513 0.0090
Diagnostic tests
Test type Test statistic Interpretation
«« [RESiduals are Normally
Jarque-Bera 2.934540 distributed
Breusch-Godfrey LM Test | 0.486123** |No serial correlation
Breusch-Pagan-Godfrey test | 17.91136** [No Heteroskedasticity
ARCH test 2.600815** No ARCH effect
Ramsey RESET Test 4.132175** |Model is accurately specified

** P-Value is more than 5%.
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Date: 12/05/25 Time: 18:54

Sample (adjusted): 1992 2024

Included observations: 33 after adjustments
Trend assumption: Linear deterministic trend
Series: INF LMT

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.359278 14.77893 15.49471 0.0639
At most 1 0.002684 0.088675 3.841465 0.7659

Trace test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.359278 14.69026 14.26460 0.0428
At most 1 0.002684 0.088675 3.841465 0.7659

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Vector Error Correction Model( Uadl) zoaal 4xia plad g gal ikl :1-5-1-3
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(el sa Ay Gy o itte QST 35ms b g hsadl 10 Gt ag i el (pe s Aol
S i) iy ¢ D ol 23 ger Aially s Uadll maal anie zisal off das
Lals AaS 73 gaill 138 2y b sl ol el (g Adalall ASpalipall A8l Caa gl il o
(84 22013 oo aluss ) sV da all (e B iesall dyie 31 JuDlaal] A HlasiV) 23 503 e
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| Vector Error Correction Estimates
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Date: 12/06/25 Time: 23:56
Sample (adjusted): 1992 2024
Included observations: 33 after adjustments
Standard errors in () & t-statistics in [ ]
CointEql Cointegrating Eq:
1.000000 LMT(-1)
-23.35269 INF(-1)
(3.92650)
[-5.94746]
145.7251 C
D(INF) D(LMT) Error Correction:
0.036674 -0.005872 CointEql
(0.008857) (0.00282)
[ 4.28117] [-2.23387]
2.375508 0.179417 D(LMT(-1))
(0.72357) (0.22161)
[ 3.28305] [ 0.80959]
1.635891 -0.247177 D(LMT(-2))
(0.79350) (0.24303)
[2.06161] [-1.01706]
0.311328 -0.047220 D(INF(-1))
(0.18115) (0.05548)
[ 1.71858] [-0.85106]
0.309634 -0.039452 D(INF(-2))
(0.18548) (0.05681)
[ 1.66934] [-0.69446]
-0.450998 0.123138 C
(0.13572) (0.04157)
[-3.32308] [ 2.96238]
0.528021 0.366559 R-squared

(11)
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0.403816 0.199864 Adj. R-squared

1.719656 0.161315 Sum sq. resids

0.300846 0.092143 S.E. equation

4.251207 2.198979 F-statistic

-2.014066 27.56744 Log likelihood

0.641125 -1.725395 Akaike AIC

0.933655 -1.432865 Schwarz SC

0.015200 0.116289 Mean dependent

0.389631 0.103010 S.D. dependent
] 0.000689 Determinant resid covariance (dof adj.)

0.000398 Determinant resid covariance

26.92149 Log likelihood

-1.033719 Akaike information criterion

-0.351149 Schwarz criterion

14 Number of coefficienlts
|

EViews. 12 coubidl) il s i (e eie VU Sl lae] (a1 jaecaal

Case (e 4nil Ja¥1 Al sh s 4 ) 55 A8e dllin o gy () Jsaall il DA (e
L gina Ll LS L) 5Ly 380 Uadll s dalee Y @by cadizaill Jaee ) 258
231 eladl (e (0.0058 ool sine 1385 (%5 & sina (5 sime die Flaiy TLEA b laaY
Y 14 om bty (5 el shall 2091 3 350 ¢ Sl (3 e LS Lgmamt oy el
A O (e shll 2V (8 A ) s el ¢ sl iyl Alail (85 (172.4 =0.0058+1

sl Gm e ) st (e dgaiall JaY) AL sl 285l 38

1 aY cisliae slbad adaa) bl Y jLdl :2-5-1-3

elaadl Laboal) ol )Y AlSGe (e (Sl Y 23 sadll G (pe S ) HLEAY) 138 W ey
2(6 ) SV Jsandl A (e 423l a5 (M) 5 il Y Chelima LA &) ) Gasb e

slad¥) B gl bl Lol )Y lia) il (6)a8) Jgas

| VEC Residual Serial Correlation LM Tests

Date: 12/06/25 Time: 14:40

Sample: 1990 2024

Included observations: 33

Null hypothesis: No serial correlation at lag h

Prob. df Rao F- Prob. df LRE*
stat stat

(12)
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0.7354 (4,32.0) 0.500713 | 0.735 4 2.003379 1
0.2204 (4,32.0) 1.518074 0.;19 4 5.733782 2
0.1917 (4,32.0) 1.626524 0.291 4 6.107663 3
0.2526 (4,32.0) 1.411201 0.252 4 5.361150 4
0.0302 (4,32.0) 3.067823 0.530 4 10.71182 5
0.8577 (4,32.0) 0.327128 0.357 4 1.322544 6
0.3895 (4,32.0) 1.065739 0.289 4 4.127007 7
0.3495 (4,32.0) 1.153654 0.;49 4 4.445482 8
0.8725 (4,32.0) 0.304988 0.%72 4 1.234688 9
0.2649 (4,32.0) 1.374048 0.‘2164 4 5.230613 10
0.3658 (4,32.0) 1.116907 0.;165 4 4.312738 11
0.4666 (4,32.0) 0.915997 0.2166 4 3.577383 12

Eviews.12 bl mali ydl cla e e slaie YU Gaalill dlae ) (e : jaadl)

cL‘ki:Y‘ o (o el (I3 Jali ) 2 g dia B ad ) (6)ad) bed) Jgandl YA e oy
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: Heteroskedasticity ¢ubill @l ase jLI) :3-5-1-3

)5 (White Jbia) e slaie¥) a3 38 ¢ i) z3 saill Undll Guilas ol aae ASG jLasY
:‘;—\J\ gl L';:; C_ﬂlﬁ\ Gela

eldad¥) sl bl ol jY) a2l (7)ad Jsas

VEC Residual Heteroskedasticity Tests (Levels and Squares)

Date: 12/05/25 Time: 15:17

Sample: 1990 2024

(13)
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Joint test;
Prob. df Chi-sq
0.0315 30 45.94220

Eviews. 12 5baa¥) maidll e slaie Y Ealdl dlae) @ jaadll

e ST 950,03 Jlaialy @lld g uilacl) aae Al (g2 y a5 4df Gl Jsaadl il s
Zosaill 13 8 Uaall 3 gand (i) il A il W58 iny Laa <9 ]

:VECM gisal &l jia) dud 33 :4-5-1-3

Roots Caracteristic sl axiini il sdall Undll pomaal 23 gas 450 i) (e SHN
ORAY) 138 a5 (8)ad) MU Js2all s <Polynominal

el 3 sl i i (8) 8 I3l

Roots of Characteristic Polynomial
Endogenous variables: INF LMT
Exogenous variables:
Lag specification: 1 2
Date: 12/06/19 Time: 20:00
Modulus Root
1.000000 1.000000
0.755663 0.755663
0.631798 0.161774
0.610735i
0.631798 0.161774
+
0.610735i
0.526313 -0.526313
0.075558 0.075558
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| VEC specification imposes 1 unit root(s). |

Eviews.12 bl zali jll Sl jaae e dlaie YU Galll dlae ) e : jaadl)
Inverse Roots of AR Characteristic Polynomial
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