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The impact of exchange rate changes on monetary stability in the Libyan economy
during the period 1981-2023
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Abstract: This study examines the impact of exchange rate changes on the monetary stability
coefficient in Libya (1981-2023) using the ARDL model. Results show a decline in the Libyan
dinar’s value from 2.8 USD per dinar (1958) to 0.223 USD (2021). The short-term correction speed
is -1.115, but in the long term, the exchange rate has no significant effect on monetary stability,
supporting the neutrality of money theory. The study recommends economic policy coordination,
banking reforms, and economic diversification to achieve sustainable monetary stability.
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(1) f0 Jsas

Null Hypothesis: D(EX) has a unit root
Exogenous: None
Lag Length: 1 (Fixed)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.254536 __ 0.0001
Test critical values: 1% level -2.624057

5% level -1.949319

10% level -1.611711

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: MSF has a unit root
Exogenous: None
Lag Length: 1 (Fixed)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.928044  0.0000
Test critical values: 1% level -2.622585

5% level -1.949097

10% level -1.611824

*MacKinnon (1996) one-sided p-values.
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Dependent Variable: MF

Method: ARDL

Date: 09/16/24 Time: 14:38

Sample (adjusted): 1982 2023

Included observations: 42 after adjustments
Maximum dependentlags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): EX

Fixed regressors: C

Number of models evaluated: 20

Selected Model: ARDL(1, 1)

Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*

MF(-1) -0.114777 0.036692 -3.128087 0.0034

EX -6.937799 0.215204 -32.23829 0.0000

EX(-1) 6.840072 0.261083 26.19886 0.0000

C 0.278834 0.163759 1.702707 0.0968

R-squared 0.965114 Mean dependent var -0.502381

Adjusted R-squared 0.962360 S.D. dependent var 3.544004

S.E. of regression 0.687577 Akaike info criterion 2.179107

Sum squared resid 17.96496 Schwarz criterion 2.344599

Log likelihood -41.76124 Hannan-Quinn criter. 2.239766

F-statistic 350.4184 Durbin-Watson stat 1.933153
Prob(F-statistic) 0.000000
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
F-statistic 452.6757 10% 3.02 3.51
k 1 5% 3.62 4.16
2.5% 4.18 4.79

1% 4.94 5.58

tmaldll (gdall 8 ABMall juafi L&
CointEq(—1) ded o} ey Undll s z3gad s il Ca lly (5) o)y Jsand) (e
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- sl
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ARDL Error Correction Regression
Dependent Variable: D(MF)
Selected Model: ARDL(1, 1)
Case 2: Restricted Constant and No Trend
Date: 09/16/24 Time: 15:07

Sample: 1981 2023
Included observations: 42

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(EX) -6.937799 0.205030 -33.83794 0.0000
CointEq(-1)* -1.114777 0.029485 -37.80876 0.0000
R-squared 0.983515 Mean dependent var 0.002143
Adjusted R-squared 0.983103 S.D. dependent var 5.155529
S.E. of regression 0.670167 Akaike info criterion 2.083869
Sum squared resid 17.96496 Schwarz criterion 2.166615
Log likelihood -41.76124 Hannan-Quinn criter. 2.114198
Durbin-Watson stat 1.933153
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
EX -0.087665 0.118812 -0.737847 0.4651
(@ 0.250125 0.144256 1.733903 0.0910

EC = MF - (-0.0877*EX + 0.2501)
el Sl 3gag are e Lee dusine g L0 Al Jadl aiiall 5L of ULl (e e
Ok Js Al dpaill Lplall (gl 2S5 1y skl Ja¥) (B gaial) D) Jelas o Cipall
peail] JaY) 8 Aalai®y) el e byl iy dishall Ja¥) b sl sl
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e oo 2SN DA (e Sy hlidl) sae aagr (il Galad HLAAY Gl Gudlad LES) e
48)5) o3 3 (ARCH) laal e Ladiel Sy clgare (ge Glsall (il

(7) e0 ds>

Clall (il
Heteroskedasticity Test: ARCH
F-statistic 0.055971 Prob. F(1,39) 0.8142
Obs*R-squared 0.058757 Prob. Chi-Square(1) 0.8085

S Jlaaly 0.058757 sl Obs*R-squared dad o} Laadl (7) a8y Jsaall cilily (s

LSl el @l e pati Al adell dcad Jol S Lee %5 (e
er-b.\ﬁ ‘f"\m Jla N byl jLEd) e
Obs*R- ded of I iy iy Breush-Godfrey las) it (8) &) Jsaall s
e pal Al arall dicash Jod I i L %5 (e 58I Jlaiali 1.618530 (55l squared
- Al S Byl agag aae

(8) L Jsn
sl ) LY

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.721458 Proh. F(2,36) 0.4929
Obs*R-squared 1.618530 Prob. Chi-Square(2) 0.4452
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