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The Impact of Economic Uncertainty on Investment in Libya: An
Econometric Analytical Study (1995-2024)

Ahmed Mohammed Khalil Sahar Ali Mohsen

Abstract: This study aims to investigate the impact of economic uncertainty on investment in Libya
during the period (1995-2024) using the Non-linear Autoregressive Distributed Lag (NARDL) model.
The study utilizes exchange rate volatility, oil price volatility, and inflation rate volatility as proxies for
economic uncertainty, while Gross Capital Formation as a percentage of GDP is employed as the de-
pendent variable representing investment.

The empirical results reveal a non-linear relationship between economic uncertainty and investment.
Furthermore, the findings indicate that investment sensitivity was significantly higher in the short run
compared to the long run. Specifically, negative shocks in exchange rate volatility had a significant
negative impact on investment, whereas positive shocks exerted an insignificant positive effect. Simi-
larly, negative oil price shocks significantly hindered investment, while positive shocks had an insig-
nificant positive influence. Conversely, negative inflation rate shocks demonstrated a significant posi-
tive impact on investment, while positive shocks resulted in an insignificant negative effect.

The study recommends the adoption of robust monetary and fiscal policies aimed at mitigating eco-
nomic fluctuations to ensure the creation of an attractive and stable environment for investment.

Keywords: Economic Uncertainty; Domestic Investment; Oil Prices; Exchange Rate; Inflation;
NARDL Model.
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#5%(0.0000) | ***(0.0013) | ***(0.0002) | (0.7551) | (0.4436) (0.2899)

(1) [-6.6666] [-5.2211] [-6.5743] | [-0.287 | [-1.5478] | [-2.0084] INFV
#5%(0.0000) | ***(0.0014) | ***(0.0000) | (0.5731) | (0.7886) (0.2818)
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%10 %5 %1 Laal il
10 | 1) 10 | 1 0 | 1

F-Statistic {10.71}
2.457 3.797 2.970 4.499 4.270 6.211 K(6)
2.120 3.230 2.450 3.610 3.150 4.430

T-Statistic {-8.27}
2570 | -4.040 | -2.860 | -4.380 | -3.430 [ -4.990

didia JalSS aag ¥ djial) dua il

-EViews—13 Slasy) malinll cilajie o slaie YU ofialll sae) (e 1 jaadll
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gkl Ja¥) B ABal) jafi :(3) Jgaad)

) piiall Coeff. Std.Error T-Statistic Prop.
(ERV POS) 2.3800 1.4613 1.6286 0.1176
(ERV _NEG) -31.010 5.6832 -5.4564 0.0000
(OPV POS) 12.159 7.1376 1.7035 0.1026
(OPV NEG) -26.621 8.3398 -3.1945 0.0042

(INFV_POS(-1)) -2.3342 1.4609 -1.5977 0.1244
(INFV_NEG(-1)) 10.536 1.5698 6.7118 0.0000
CE= INV/GDP(-1) — (2.3800 (ERV_POS) —-31.010 (ERV_NEG) + 12.159 (OPV_POS) -
26.642 (OPV _NEG) —2.3342 (INFV_POS (-1)) + 10.536 (INFV_NEG (-1))

EViews—13 Jlasy) malin) clajia o slaieYl ofialll slae] Ga 2 j2eadl)
Hlea¥) aall w3 e deai JU) ey 0588 ) 3 i) bad 3 L) o) Jodl oSy ¢ G Lao
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S paall eV aee pands ) sas dulall il sl of gl B5 digine (gfiwe vie ddlas) AN 53 alay

Y] g e ey yon 135 Hhlaall (i Slan) il

ol JaY) B ABal) ok :(4) Jgaad

il Coeff. Std.Error T-Statistic Prop.
INV/GDP(-1)* -1.7802 0.2150 -8.2789 0.0000
ERV POS** 4.2370 2.5239 1.6787 0.1115
ERV NEG** -55.205 12.822 -4.3053 0.0005
OPV POS 21.646 13.396 1.6159 0.1245
OPV NEG -47.429 15.935 -2.9763 0.0085
INFV POS(-1) -4.1555 2.7241 -1.5254 0.1455
INFV NEG(-1) 18.758 3.5888 5.2268 0.0001
DINV(-1) 0.6711 0.1447 4.6355 0.0002
INFV POS -9.6258 2.9748 -3.2357 0.0049
INFV NEG 7.8606 3.7646 2.0880 0.0522
C 21.410 2.9760 7.1941 0.0000

R-squared 0.83

Adjusted R-squared 0.73

F- Statistic 8.30

Prop(F- Statistic) 0.0000
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Series: Residuals
6 Sample 1997 2024
Observations 28

Mean -2.62e-16

Median 0.771737

Maximum 3.623365

Minimum -4.356731

Std. Dev. 2.154517

Skewness -0.445089

Kurtosis 2.298645
. I N
5 -4 -3 -2 -1 0 1 2 3 4

Jarque-Bera 1.498369
Probability 0.472752
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Okl @l Ljhal) duia i
Breusch-Pagan-Godfrey addiall HLaaN)
F-staistic Prob.
0.3501 0.3093
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ERV 20.44 0.0003
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INFV 16.47 0.0008
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