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The Role of Monetary Policy in Addressing Inflation in the Libyan Economy
An Analytical Econometric Study for the Period (2022-1990).

*Fatima Al-Mabrouk Saeed Halima Mohammed Al-Aqab

Abstract: This study aims to analyze and measure the role of monetary policy in
addressing inflation in the Libyan economy during the period (1990-2022), considering the
specificity of the Libyan economy based on oil rent and the profound political and institu-
tional transformations it has undergone, especially after 2011.The study adopted a descrip-
tive analytical approach to track the development of the economic variables under study, in
addition to a quantitative econometric approach using the Autoregressive Distributed Lag
(ARDL) model to measure the relationship between inflation and monetary policy tools,
represented by money supply (M2) and the real exchange rate, with the inclusion of a
dummy variable to capture the effect of political crises. The results showed the existence of
a long-term equilibrium relationship between the variables, with variation in the strength
and direction of the impact of monetary policy tools on inflation, reflecting the specificity
of the Libyan economy and the weak effectiveness of monetary policy transmission mech-
anisms during periods of turmoil.
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Exogenous

Intercept

Trend and

ADF Intercept

At Level
1(0)

None

Intercept

Trend and
Intercept

None

Intercept

Trend and
Intercept

None

5%

2.957110-

3.562882~

1.951687-

2.957110-

3.557759-

1.951687-

2.957110-
3.557759-

1.951687—

3.653730-

4.284580-

2.639210-

3.653730-

4.273277-

2.639210-

3.653730-

4.273277-

2.639210-

pagel39 of 148

OsSaad) liial @Lu ( 3.\:.“
Calculated Prob
Value
0.051487- 0.9465
Cpi
2.055115- __0.549%
0.9822
1.84568:
0.569834 0.9865
1.813024- 0.6748
2.121590
0.990:
0.603811- 0.8561
1.396273- 0.8428
0.725617 0.8666

EViews zaliy e slae¥b Glialll slael 1 jaadll

SIsY) Gl 1) 51 Gl o(at level) (ssid) die siae ye Lol ol Ayl e Jedls aaen o L
gload) & & ey edaagll Hia e bl huatie Al pauldd Caagy cclyaatiall 038 Ll ud (1-st Difference)
alibadl o< ) pad @g)dll Ayl aladind ey il culss ((Unit Root) saagl) jis clyLsdy ladse duhall <l yaia

Adgaall died

i e <1 (Calculated Value) 2sesl) b Al gl ((t-Statisti) o8 culS Cus (stationary)

Trend and Intercept) <G zilaill & (1%) 5(5%) disine 55+ Y dalladll 241l ( critical values)
) s @l (DA 3l b L 0.05 e Jif (prob) ddlaal) adll cuilS LS .(None Intercept
IV Gyl vie Al Al Al e s S Hip panl) (il Jo8 5 ilall o3 egm ey o2) Jsaad) b daaldl
Wl ey S Ho Qi) i) s I(1)
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(Augmented Dickey and fuller ADF) ¢Sl JLid) il (2) Jgaad

Exogenous 5% 1% Calculated Prob
Value
Intercept
2.960411-  3.661661- 3.888328- 0.005"
Trend and Cpi
ADF Intercept  3568379-  4.296729- 4360680~ 0.0086
At Level None
1) 1.952066-  2.641672—-  3.582100- 0.0008
Intercept  2960411-  3.661661- 6.102443- 0.0000
Trend and 3 562882-  4.284580-  6.423564- 0.0000
Intercept
None
1.952473- 2.644302- 2.121792- 0.0345
Intercept
2.960411-  3.661661- 4.618362- 0.000¢
Trend and  3562882-  4.284580-  4.634675- 0.0043
Intercept
None
1.952066- 2.641672- 4.499713- 0.0001

EViews gl e slaeYl lald) sl

AlalSia Ll cpxial diadl) Judlal) of Jsal) (Sar Jallig cpadl) e bl Jauaslly oalall i ) adis By90 13y
dungie g Ll Liasl) Judldl o3 (o @liial) dalall lad) aladin) 4ol ss Hdge Jiies Lo sas I(1) (Is¥) dasall e
.(ARDL)

ssia a5~ DUM ety e Gilin) 5 adf 1) LaV) a3 i) JalSall el hal b eladl Jg) ddadle
B ol e Ll dised L sliel 3 380 Q1 ey S 5une€ Al ) '(0-1) Guabll e 05 (Ginm
(Aab 558 DA LSucy

i) Jalsil) ladl)
gaad) Hlod) salat PR e @b B dede e buiall n b JalSS dsag e @30 S HLEAY) 13 Caga
dal e cdushall (sadd) e cysnd) g &a)lsll Akl e C2iSH (Wald) las) e at s ‘(Bounds Test)
Unrestricted Error Correction ) xadl e Uaal) el zgad A adle Juastiall alall #3gail) Jigas allaty el

(2020 ¢lalss Hseaic) .(Model UECM
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AV (g il DA e lpaiall o i) Jal&all lasl) L
cdaghall 2a¥) & clpaiall 8 clide JalSS ang) Y tHo paall (28
(ool 2Y1 8 Als ABe gag (gl) ashall a1 3 chiall G ide JalS5 ang s HI doall (il

aall il Maat (e o3l @l L o ide JalS5 2gag) Ja) dligla 453155 ADke 9ag (530 Jkial Jal (hag
Dl P e (F) dilaa) Glaa 5 (Ui @hiieS angll puriall cula () jUae¥) sk Jane Jagieg aali juaieS
1Y) (3) ol 8 (e ga LS il cul€y ag0all

"Bounds Test " 3gaal) jLid| zilii (3) ad; Jgaad)

11.346512
) Cilyiia o A de JalS5 D 226 Zagall
00 42 JaY) Algh Aa)ls ADle 35a5 ) Bounds I(1) Bounds I(0)
Ginsa die il il ) Aliiasall ol puiiall Aol
0/ .- 5.966 4.614
(1% sine

1%
4.306 3.272
5%
3.586 2.676

10%
EViews zaliy o alae¥l giialll shael 1 jradll

a2 il o dishl) Ja¥) 8 diide JalS5 ADle sgag maais (3) Joaad) A B3l i) DA (s

) AV lisins die alill uaiall olails Aliiaaal) i puaiall dga e 45T JaY) Alsh ADle 3gag oy Lea dudpall 3
sie AoV anl al e ST ag L (11.35 ) ol dugunall F" Lilian] Y Lk @llds (1% 2.5%, 5%, 10%
U Gadys doshll 21 8 e Ll ADle 3gag o pal @ THI' Qo) pmpdl) i il o3gs 1%AN S (s5iua
caghall a1 b Agls ADle Julls ol fde JalS5 3gag ades SN Ho" pasll
:(ARDL) z3sail ja2all jlasiyl miln

e s g ¢(4) Jsanll 8 (ARDL) zisad (e a3l jlaat¥) dulee P (o iydigall s o Jouasl)
:‘;ﬁ\ sl
ARDL gigai i gilii (4) Jgaad
sl Loudll
Adjusted R-squared

0.992298
F-statistic
128.8378

Prob F-statistic

0.000000
EViews zaly e lalae) gialll alac)
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Dol

el 8ydka () 20 A ag Lyi "0.99 " (gls Sy (Adjusted R-squared) woasill Jelas ded da) &
lgialy z3saill lgale daidy o dalse %1 BlUlls 99% dueiy (Cpi) ) Ludel(m2,reer,dum) sl cif i)
3l e 2 3saill Bythe o dm d5e 58y " ((Hsdall aall) el aa (elas

1% (o Jil 48 (ggie 2ic Ligiea 128.837 (glua (F-statistic) iwé ARDL il z3sa Pa e Lzad
Chariall Gu A gl A8 @) gl e aiydiy goiee JSS z sl O e Jxiws « 0.00 =(Prob F-statistic)"

tobiall (i) sla) By

e sUad 58 uball Cliie e i JSI Jaa gd 13 colady) 55l 1o dulus ARDL dingia of aslaall (e
Liagie 2aix3 Cigw 'Period Number of Lag Time " fid) (eil) palill) clady) @i sss Jal oy cons
V1 (1) IS8 b pamge 58 LS (AIC) e e i 353(ARDL)

(ARDL) gisail tiall clay) 85 (4) JS&

Akaike Information Criteria (top 20 models)

7.64
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|
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|
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|
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[N R e e T = e T A s e s s A — N s s T e (s = - e 2 2 )
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(e ) [am) [am ) [am ) [am) [am ) [am ) [am ) [am ) [am) [am [am [am [am [am [am [am [am [am [am
o= o= o= o= o= o= o= o= o= o= o= o= o= o= o= o= o= o=
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EViewszaly Ao alac¥l gliald) dlac) @

1

57 ()5Sl (AIC) Lbie afi (e da Y Jiadll 3500 jaa¥ il ol olad) las) & (4) IS8 DA o
. (4¢0¢3¢4) culS"ARDL" z3sai aladinls (i) elady) 558 of Jaadi G cduahall bl Yy i) cUay!
tladl) s dabeay Ja¥) Aligh 4Dl i
e Alas Liadfy dshall o) cllas e Jgenall (5) saall L 53gemyall "ARDL' 7 3505 il Pla 30 Wiy
: sb S ( Cointegration And Long Run Form) il slaaial ¢llyy Uaal)
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- £l w . e -

Uail) pranual dalag Ja¥) Sjuad ABlal) i (5) Jgand
Dependent VVariable: D(CPD
NMethod: ARDL
Date: 12/05/25 Time: 21:12
Sample: 5 33
INncluded observations: 29
Dependent lags: 4 (Automatic)
Automatic-lag linear regressors (4 max. lags): M2 REE, DuUM .
Deterministics: Restricted constant and no trend (CasEg?iQws c,q\_q)_q uj:_ Jalaie) UII\;L\]\ Alae)
NModel selection method: Akaike info criterion (AIC) ¥ N
Number of models evaluated: 500
Selected model: ARDL.(4,0,3.,.4)

Dependent VVariable: D(CPI)
= Method: ARDL
Date: 12/05/25 Time: 21:12
Sample: 5 33
INncluded observations: 29
Dependent lags: 4 (Automatic)
Automatic-lag linear regressors (4 max. lags): M2 REER DUM
Deterministics: Restricted constant and no trend (Case 22)
Number of models evaluated: 500
Selected model: ARDL(4,0,3,4)

\Variable Coefficient Std. Error t-Statistic Prob.
COINTEQ™ -0.432314 0.050619 -8.540601 O.0000
D(CPI(-1)) 0.123975 0.142829 0.867994 0.3968
D(CPI(-2)) -0.927090 O0.173862 -5.332341 O.0000
R-sqg D(CPI(-3)) -0.496219 0.204534 -2.426089 0.0260
Adius D(REER) -50.49605 12.59496 -4.009227 O.0008
s E. D(REER(-1)) -68.21923 17.15633 -3.976331 O.0009
Sum D(REER(-2)) -29.57711 14 44112 -2.048117 0.0554
Log | D(DUNMD 1.943826 4.885765 0.397855 0.6954
F-sts D(DUNM(-1)) -87.97710 13.89751 -6.3304223 O.0000
Prob D(DUNM(-2)) -57.19851 12.64858 -4.522128 O0.0003
—_— D(DUNM(-3)) -24. 78378 8.847016 -2.801372 0.0118
- .
** Ze R-squared 0.903389 NMean dependent var 7 . 280000
Adjusted R-squared 0.849716 S.D. dependent var 20.39377
S . E. of regression 7 . 905939 Akaike info criterion 7 .254802
Sum squared resid 1125.070 Schwar= criterion T.7TT7T34a432
Log likelihood -94. 19463 Hannan-Quinn criter. 7. 417231
F-statistic 16.83142 Durbin-VWatson stat 1.856454
Prob(F-statistic) O.000000

-

p-values are incompatible with t-Bounds distribution.

Al ey Lagale Lgdlaasl Cugllaall cpulayill dasllae il "CointEqQ(-1)" sladll monal dabea o Joanll milis gl
:(2018, =gl

a1 € 5% Ligina (g5inn a ) Lilan] Digine Lalaall 038 (365 ) Byg i (Ao dajdll 13 Gty 1o 32U oyl -
03¢ "CointEq(-1)' sUadll momoai dalae 3 1oyl 20 il aadlig cdashall Ja¥1 8 (e JalS5) O35 ABDle 350
.(prob=0.0000) (sslsis 1% (3o il A3 (ggiuse die digh Aflian) digine 3 CuilS ua Al

A<l Alld) LaY) s Al "CoIntEQ(-1)" sladll pona dalaa 5L G585 o 58 S dayal) 2 SIS dayall —
slhadll monaa dales & 3155 Lo sa5 dashall 2aV1 8 35 pamsll 53sall) ishall 2aY) 3 o) By cladl) omcas
(-0.4323) @sls giai cuilS Eum Al 03¢ "CointEq(-1)'

Isnge eladll e ) oy JaY) Algh £l A A8y S5 oLl sl dalen b Glaydll pda il o)
Aadll Sixis JaY) dosh lsl gy () el Ja¥1 (8 PIAY) Ala (e JEDU £3sall (A5 Ao jen (S35 7 350l
sl 8 Ja¥) juad DAY 5 Calail) (e paldti o galiie diw IS Wl oY) e chas 13 4 "-0.4323"
Al 3 (0.432) dawiy Ayl
5 5% (sieaall o Auilian) Lisine @l lgalina ¢ ueaill MY b z3sall cilpiia o el of ) BLEYI saas
coslla 838 s IS il ) Gn cibiall a6 OIS G (1%
tdishl) Y1 Al ety Lo Ll
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dushall A clalas (6) Js2a

Variable * Coefficient Std. Error t-Statistic Prob.
M2 0.001860 0.000546 3.407720 0.0022
REER(-1) 128.3582 69.14329 1.856409 0.0752
DUM(-1) 207.7189 78.77759 2.636776 0.0142
C -109.2190 87.35436 -1.250299 0.2228

Note: * Coefficients derived from the CEC regression.
EViews galin milii Ao Jalade) lald) dae) ¢a @ jaal)
e 2581 e ) LS ey 258l e g il Jane (o Wil (Sgines compn i 2gmg Ayl il gl
g@u\ Capall jaud ‘f\;g\ )'37 Ua XX (%] Ligiea (giwar llig 8ang 0.002 laiar adail) 5aLY @l sl Bas)g Basg
» %10 Lgiaa (goiman (Slg dalud) 5y
anbandls A Bl 8 el sl 55 o) 6l Cpi allly dum Jiiwall jial) Gn (gsine ol Sl am) 23 LS
sl Y ae Bl ) (a8
t ol LS Auall Jishall a1 jlans) Alslen s oSay (B Lo LDA (ga

Deterministics: Rest. constant (Case 2)

CE = CPI(-1) - (0.001860*"M2 + 128.358220*REER(-1) + 207.718868
*DUM(-1) - 109.219049)

C"U’“M duadial) ¢)LasY) 3.2
leaagi lly Fnemsd 2l LIV ans el o5 el JSLERD (ye agliy byl 8 pakiundl z 35ai) 5353 (3o S
(7) d}l&l\ cﬁtu

tal) 7 3gaill Auadfl CiLARY) @il (7) Jgaad

P Valu Grod

eladdl Luls 13 Laliyl angs Y

0.3802 Hlll Awall] S LLs,Y ylas/
Serial Correlation LM Test
""Breusch- Godfie

Glaia (lsdl) olls¥] oyl

0.1766
"ol ald ane AIKEA dgag Y
Heteroscedasticity Test
""Breusch — Pagan Godfrey Test
k) sl enss Al i
0.8672 (WbsY) Alsall enhl] aijoill jLis]

Histogram- Normality Test
"Jarque- Bera" Test

EViews zaly e lalae) gliialll alac)
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(LM Test) (lsal  eabeill (3130 Bl §) L) geilis

elldg ¢ dodes Laliy)l aagy ¥ ad) oo adaal) 1A BlaY) e c2iS (Breusch Godfrey) [Lisb oLall DA e
B arall il Jais Mlly 5% dsina (s5ie (o S a5 Lo (prod=0.38) (gl HLasdU ddlaay) degll oY
celaadl labes 913 Byl ang Y 4l

:(Heteroskedasticity Test) (sUadY)) %j\‘*d\ Ol Las) s

clldg colladll an 3 Jla) a5y a2 el ¢ Aol (ulo oe 2V (Breusch-Pagan-Godfrey) [losl chal xie
SR 3gas ey @ Qo) Gl (b i Mg (5% Lisins gine e S a5 (prod =0.1766) Y
Al ey Gty (A paall mall Qg celaddl as ol

:( Histogram- Normality Test) (Al (Alaial) adal) aujsil) jLis) mils

Vliae ol anygs of it Cun (andal) auygill aads Jlsd) of (e SUl (Jarque -Bera ) [lasl 2Ll DA e
s ok G HO" axall (el Jsd 5 Jalls 5% e ST (prod =0.867) o 2as 3 ¢ panball ajsill pads (gl
Loy aill Sl S50 i (2)a) () syl DAa s goisill Jlstiel Aaadls (S Liad ¢ gapelall aisill sy 3l
< Cuaiiall ‘5

Series: Residuals
Sample 5 33
Observations 29

Mean 2.41e-14

Median -0.311128
Maximum 12.29376
Minimum -10.92833
Std. Dev. 6.338854
Skewness -0.021939
- - --- — e
Jarque-Bera 0.867244

UA\J.M u.i.uhl\ sl (5) J=al

O r N W dM 1 0 N

EViews gualin Ao laldie) glfiald) dae)

iz dsalll Bagag Aadla (e (BRaIl i jLadl

Fagall LAY (e sl bl lly (la ¢ i) 8 Lealazn s (ARDL) dimgio e 3wl slaie) (s b
2 e slae¥) w S el z3sall s35mg diadlea (o (3Tl Chagy Gy cdlariind) il Gasyh Jag b (pa FRal
ol sail e i)Y Gaed (ARDL) dmgie i g Lind) 5 Gllh (e (ginlly copes sl o il

5l o g dgal Byt il LA
Das Al o adiay gilly (1) bl axe Jalas DA G lly Lo sl e = 3gaill 5080 5LaaY

]

el Gl (Theil Q) doleae oS 13) ddle 50l e 7 35aill 5080 5S5 :Ho a2l G
nal) aalgll il (Theil) dalas IS 13 daea 3asill ez 3saill 5080 0585 tHr Qo) (il
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¢(0.009) (55t (Theil Inequality Coefficient) Ji&l (glall Jalas dad ()) iy (5) a8 w8l DA e
ol (adys "Ho" aasll Gl Jod (Julls ¢ gall o zasaill Dl saaall )l Lae jaeall (e las dnf a9
.quu d:IJ.\”

2,500

Forecast: CPIF
2,000 Actual: CPI
Forecast sample: 133

1,500
’ Adjusted sample: 5 33
1,000 Included observations: 29
Root Mean Squared Error 96.35766
500 P ~
L ) \\ Mean Absolute Error 59.84903
(O e ~ 7 Mean Abs. Percent Error 30.39659
Theil Inequality Coef. 0.245213
-500 Bias Proportion 0.009749
-1,000 Variance Proportion 0.408795

Covariance Proportion 0.581455

P00 s 10 12 14 16 18 20 22 24 26 28 30 32 Theil U2 Coefficient 4134938
Symmetric MAPE 32.73140

—— CPIF +2S.E.

5 o zigaill 5,8 sia skl (Theil) Golodl e Jalea L3 ilii (6) Jal
EViews zaliy e lalae) giialll alac)

:Ramsey REST Test 4y )&y jLad)
(0.173 ) as ddlaay) dedll o ~oal (Ramsey REST Test) JolSllh zisall dphaay) ladl el
el UV Gl 380 s Biine Lyl Cilpiie maes o Gle Ju 1385 ¢(0.05) dsine (s5ina (e S| 25 probability

=l 1.3
bk Lad Lot (S duadyll w3l (e e gane () Al Cliags
35 Laa o Capeall yrasg agall (impe) Al Aalicd) cilgaly adcaill G Ja¥) bk dlide JalS5 Dl agag -1
e Al dae chasiall G d)l5 ADle 3eas
G Cun cagll Aual) Al e Gl Lo cdaghall JaY) B adedl) o 35l el (grinay inge A2
» Dpedcail) Jagrall 5aL) ) (oamall il
o b Y gl pra A QUi (ggiune g Un)) eSan Laa cpdumil) e Cipall e s G 25ns .3
L N
& e )33 gl OIS Al LRy Labudl L) o Cadiy Lea ¢ (D) oatsll Laiiall (gina il .4
. el S aea 83L)
Gty sl LAl ata S aae3s ¢ pemniall aladiV) dags (il ey b il dalid) Adled Canin .5
o Aallaly 3l Cpfasbad) (p Bassil)
%699 (355 dndl ya Aoyt 538 pa p2diesall 7 3gaill Ale 5353 (ARDL) Laskidll chlia) il cujelil .6
« (Bl danda arey ailaiall e cplall ¢ S Ll yY) dojass Laald JSLae 29ag pac
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Slwasidl) 1.4
tk Lo Al msi clgdle Jemaiall il poun b
Ler (Sl L Cipeme DML aeag dpatil] Clswsgall gy DA (e dpail) duslpcd) &by 4D G305 ]
» Al DAl el Gaday
Giaty cbai Ligall daliY) il 2l jlaaY) by ye cagill Gaje (& hnaidl e pusill ge sl L2
o L Daall sl gl
o Aleall Ll A Ul e i Las ¢Sl digpe AST ] alaiel IS (e iyl o G puslss .3
ool Glall (ggicedl)
Lsrall dgalse 8 LI Anlaai®V ] lubudl o) ol 200 Laboadly A0l Auslpead) (s Gaesil) a3 .4
\ ded )
Lgraall Qs Zalny) 508 g8y 3 anbey Ly ¢ Jaiil) ¢ Uadll e slaie¥) Qulig ol sLa®) (S8 wogss .5
83y gieaall dnedall
o pdmil (g ang Al Aol A Jliml Aallad e Las doalil e dpaill lsallg Al 3lsud) g .6
- aghall JaY)
ol Siosag Allad 3085 usbis 8l o) Gl Uyt oyliie by gesnagally cuslsd) Y] 3ns .7

aalall 1.5

tAgad) aalall

G paail) CN ey Bl Glubid) Ga A Jilas L (2023) cGaaall el casda cculall Guigy candsd —1
. Magallat Dirasat Al-Iqtisad Wa-al-A ‘mal, 10(2), 43-2018-2000 &5l (ardl) isgie DA (e L
64. https://doi.org/10.36602/jebs.2023.v10.02.03

5all Lol Ay el 8 admil) Ve dallen 8 Akl dabadl 5.(2023) - Ssame calells csun coDal =2
(1990-2021).

conbialy (s (ol Dlall daals . el b adail Gilagials Laal dubadl L(2021) @b i =3

Capall g 25all (e S Aad) (2019) . Onen 2 cdanag cGenyllae Gl ASy caaal Cilhidle 5550 —4
(11).6 «Lolaiy/ pslell lisall Zlas (2015-2018). 55l VECM g 3sa alatialy Lt 3 adeail) e (g5lsal)

el Sai®y) & adail) o Cayeal) jaag 25il plage il L (2008) . liasy ¢ oaigeally (dana dgana ¢ 2la =5
iy Zasla oL@y 5laY) LIS (2008-1990) sl Pla

daala (2017-1980) 55l DA Gosleaifl Gy 1 jihall b sl b dusill dubadl 31.(2019) - Sleso i)y =6
Bl zlalyl viaa S

a1l 8 alai®¥) sl e aimill 51 .(2019) e upallae ¢ allially cagane Sldlae cdags; =7
(30). < ealall 4as(2000-2018). 55l Lol
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Pha Ll S pdmill Ve o 3giil (lageg Capeall e AY Al Ay (2024) e G e (Foull =8
(2000-2024).55:4

(2012—35al0 ol alaidy) 3 Allally Loaiil) dubocdl 285 .(2020) - goledl anadlye ¢ aiillg ¢ o Ly (mllall =9
reinadly olaiy) Gl 4a2019).

S pdmilly i) (e G daad) AR uldg Jilas L (2019) dshes ¢ jhea ¢ Sluall ¢ iallae @il —10
A astell el sgaal) ¢ Loleay/ cleoally Eisnsll dlaa olll SLaBY)

Capally @lsall Cayeall o o Lanand) slatl ity (ulid < (2018) - bl e (cpallysis b algw e =11
g daals (2018-2011) 5all SN Haaiy) z3gat pladinls Ll 8 pdatl) Jaeag (g2l

Al 1 g P aiall Jiluag udes 8 ALl Bpsl) duad) gl 485 L(2024) 2 dsee s Bl ¢ <l —12
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