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Assessing the Impact of Electronic Banking Services
Development on Money Demand in Libya

Dr. Ali Mansour Ateeyah
Libyan Authority for Scientific Research - Libya
Ali.M.Ateeyah@aonsrt.ly

Abstract:

This study investigates the impact of electronic banking services on real
money demand in Libya over the period from January 2017 to January 2022.
Monthly data from the Libyan banking sector were employed, including real
money demand, the Electronic Services Index (ESI), real gross domestic
product (RGDP), the inflation rate, and the real effective exchange rate
(REER). To examine both the short-run and long-run dynamics among the
variables, the Autoregressive Distributed Lag (ARDL) modelling approach
was adopted. The empirical findings reveal the existence of a long-run
cointegrating relationship among the study variables. The estimated long-run
and short-run coefficients indicate that electronic banking services and real
gross domestic product exert a positive and statistically significant influence
on real money demand, whereas inflation and the real effective exchange
rate have negative and statistically significant effects. Furthermore, the error
correction term confirms an appropriate speed of adjustment toward the
long-run equilibrium following short-run disturbances. The diagnostic and
stability tests also demonstrate that the estimated model is statistically robust
and satisfies the underlying econometric assumptions. Based on these
findings, the study recommends expanding electronic banking services,
strengthening digital financial infrastructure, promoting financial inclusion,
and implementing policies aimed at maintaining price and exchange rate
stability to enhance the effectiveness of monetary policy. The study's
primary contribution lies in constructing a composite Electronic Services
Index (ESI) and incorporating it into an ARDL framework to assess its
effect on real money demand in Libya. This provides new empirical
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evidence that enriches the literature on digital transformation and monetary
policy in developing economies.

Keywords: Electronic Banking Services, Real Money Demand, Financial
Inclusion, Monetary Policy, Libya.
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0.7989 2020M09 0.5410 2018M02
0.8074 2020M10 0.5522 2018M03
0.8158 2020M11 0.5631 2018M04
0.8241 2020M12 0.5738 2018MO05
0.8322 2021M01 0.5842 2018M06
0.8538 2021M02 0.5944 2018M07
0.8744 2021M03 0.6044 2018MO08
0.8941 2021M04 0.6142 2018M09
0.9131 2021MO05 0.6238 2018M10
0.9313 2021M06 0.6333 2018M11
0.9489 2021M07 0.6425 2018M12
0.9658 2021M08 0.6517 2019M01
0.9821 2021M09 0.6584 2019M02
0.9978 2021M10 0.6650 2019M03
0.9992 2021M11 0.6715 2019M04
0.9998 2021M12 0.6779 2019MO05
1.0000 2022M01 0.6842 2019MO06

0.6904 2019M07

sl a5 sl L) Ll

20
Series: Residuals
- Sample 2017M05 2022M01
16 Observations 57
Mean -4.73e-15
24 Median 8.12¢-06
Maximum 0.001474
3 Minimum -0.001521
Std. Dev. 0.000618
Skewness -0.127510
4] Kurtosis 3.387661
Jarque-Bera  0.511375
ol | | NN R S — Probability ~ 0.774384
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