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Abstract:

This study aims to investigate the relationship between the inflation
ratec money supply, and gross domestic product (GDP) in Libya
during the period 1994-2022. The research adopts a descriptive
approach to outline this relationship for the period 2005-2017, in
addition to an analytical econometric approach to examine the
relationship between inflation—as the dependent variable—and
both broad money supply and real GDP as independent variables
over the period 1990-2022, utilizing the E-Views software. The
findings reveal the existence of a cointegration relationship among
the variables under study. Results from the ARDL model indicate
that inflation exhibits dynamic behavior, significantly influenced by
its past values. Moreover, the money supply has a dual and
statistically significant impact on inflation, suggesting that
monetary policy faces challenges in controlling inflation levels. On
the other hand, real GDP was found to be statistically insignificant,
implying that the effect of economic growth on inflation is limited
in the short run within this timeframe. One of the main
recommendations of the study is for monetary authorities to adopt a
monetary policy that takes into account time lags in the transmission
of money supply effects to the general price level. Furthermore, the
study encourages researchers to incorporate the exchange rate and
political stability into the econometric model.

Keywords: Monetary Policy, Money Supply, Gross Domestic
Product, Inflation, ARDL, Dynamic Behavior< Time Lags.
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B sl | gl jaye JUAEOV[} [ 1 PR

-1 096.3.17 - 44.087.2 | 2005

10.46 14.96 | 655.9¢19 4.5 583.646 | 2006

32.3 37.2 | 982.1:26 4.9 898.048 | 2007

4.5 47.2 | 744.539 42.7 798.0<69 | 2008

14 11.1 | 161.3:44 2.9- 712.367 | 2009

1.73 4.9 | 350.7:46 3.17 863.0<69 | 2010

91.65 25 | 940.9.57 66.65- 294.2:23 | 2011

114.6- 9.9 | 731.5:63 124.7 344.2:52 | 2012

60.1 8.2 | 005.9:69 52.1- 058.3:25 | 2013

67.6 0.5 | 404.7.69 67.1- 229.08 | 2014

Bl Joaad)h clily e alaiel Gl slac) (e Joaal) [ jaadll

ol LBy B adall AlSda pile 8 L) clubid) jg0 oz
Bl DS all) SLaiBY) 8 i) Byl Mo Bpaiall Aubaed) 0 Al e
O Bl A jall Laay (piinaly Gilsye g e O OSas ¢(» 2018 = 2004)
90 2011 ale 8 Gaa¥) Loy G sied) dlajally <0 2010 — 2 2004 oo
-:2018
(» 2010 — 2004) As¥) dajall i

A ) Adlal) sal) Casnns Aayal) 038 DA 2l B 268 Gage pai Jana 23]
GalAY) aaa g Al Al Clegpde e alall BV 8ol b Abdl
) @l i Jaee o VI (i) lead ai3¢d (1) g Us¥) daii) 8 pad)
5.8 I sill Algs L duad aals 28 (100=2003) idll je dgall Jlea¥)
Lo g 25l Gaje (8 bl lasal) a8 admill (gsine 331 Ly %
(3) A dsall daiasy
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2 Riall lay) aal) @ulilly 28 368l Gae el c¥ e (3) o) Jgaal

pdal) Jaray o adil)
2009 | 2008 | 2007 | 2006 | 2005 Gl gl
58 | 59 | 94 | 77 | 130 | il e M) Jadl ol s
22,5 | 47.3 | 37.3 15 | 30.2 26 3l ae sai
24 | 104 | 62 1.5 | 26 (100=2003) axaill Jaaa

(r 2018 — 2 2011) &sl) dsyal)
o WY 5L uew dilsyall 028 DI AN 8 258l e gal Jaea 4]
@ e s () s S8 2gall (ape (A saill Y ase G Y] ¢ Apandll dlal
Los DUl Ly e 1 dpalsally £aaV1 Cagylal) sas el [yl 2 2014 ALl
A 13gd b1 3yl Jaiill ppray Y (A Aad (pe gyl 038 dd Canes
) U pai Jaee o) o 8 el 030 DA Jadill el (aleds) ) ddla)e
Gladl P Dl 0 WVaes e 8 Ll e gl )
Glgiedl DA L Loy a3 Al dia¥ )y bl Caglall a3 201120132014
Sl @l g (53 2012 alall elimaly dlasall 038 (g oY)
I Gl W %42 58 Cimge sai Jaee ADA il e sl JleaY)
sl aseralls 35l Gape b Alalall il anlaie) Jaadld adaill Y aes
Cun 0a 2018 alall Coaliia Jing 2011 &y (pe 5ieall £l Als pal) DA Gl
cedmill CYane ety 308l e gad G A (4) Jeaal) s
ey 68 (2 sal Jirag i) € Al Aaal) il gai (4) a8 Jsi
2017-2011 55l JM& aduai)

2017 | 2016 | 2015 | 2014 | 2013 | 2012 | 2011 g
- | - = 1260 | 6.8 | 42 | 51— | e s gl e
%, uil
156 | 225 13 | 06 | 8 | 10 | 25 26 sl ag sa
285259 | 9.8 | 2.4 | 2.6 | 6.1 | 159 | (100-2003) aiusill Jone

Alaad) (Al 5Hail) (el b ipas cliby e falade) GlEall) das) el
2018 S0 gl 58

13 Copyright © ISTJ A ginae auball (5 gin
Ayl g o slell 40 sal) dlaall


http://www.doi.org/10.62341/imoa0812

Volume 37 2l

International Science and Ayl g p gl Ao Al )
Technology Journal Part 1 Aaall ——— e <
gl 40 = ISTAT

http://www.doi.org/10.62341/imoa0812

syl Aaad) cuilad) s Ll
i) ddee (Gaud A cLERY) —1
repanall Cayal)

.(Inflation) adcaill Jaza ol puaiall

(LMS2) calall i jlesll) 32T aay alsl) o ggially 358l (et Jnall yuaciall
(LGUP) pradall il sll) 34T say MY idal)  Asal) milil) s Jfnal) yaiial)

haiiall Al Hladl Lo

adl i) cjelily (Al dawe sl opCorrelation Lla ¥l Lol gyl
ol LS ((F5) 4y Jsaall dacas Lo sa ccbiiall o Loyl iDle g
Ltagl) @h)laa¥) il (1) @) Jeand) mansy Cun il dpdasll il las!

Al s @l el
Cpsial) ¢ BLINT COalaa (1-5) a8) Jgaad)
Correlation
Inflation LGNP MS2
Inflation 1.000 0.2637 0.3871
LGNP 0.2637 1.00000 0.9078
LMS2 0.3871 0.9078 1.00000

E-views galip zili Ao 2l glaldl dae) e [l

Ciiall Fuagl) SULIY) (5) o) Jsaad

INFLATION | LGNP LMS2
Mean 5.010045 10.51602 10.25155
Median 3.550292 11.04368 10.20293
Maximum 25.85389 13.62701 11.74040
Minimum -9.797706 8.985057 8.841188
Std. Dev. 7.880205 1.531743 1.050405
Observations 31 31 31

E-views galin gl Ao 2l glaldl dae) e [l
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sTa

Time Series Stationary du)all clpeid L)) oDl haial Hladl -

:Test

Gl cus (el e il Unit Root test 4uieill Jedbadl &y <yas)
CisagPhilips—Perron jlaal ¢l (Augmented Dickey—Fuller laal
shaall galilly a5l) (s (ol ecssinall tie Byfina adumill e of (lEaY) gl
—6) 5 (1-6) &) Jssal) s WS (o) Bl 381 die e Tl el

.(g._.
ciall (Philips-Perron) saasll jia jLis) it (-6) ad) Jsaad
UNIT ROOT TEST RESULTS TABLE (PP)
At Level
GNP MS2 INFLATION
With Constant | t-Statistic | 0.4072 1.3954 -2.3078
Prob. 0.9803 0.9986 0.1761
no no no
With Constant | t-Statistic | -0.6641 -1.4068 -2.1618
& Trend
Prob. 0.9677 0.8402 0.4925
No No no
Without t-Statistic | 1.2036 2.9950 -2.0684
Constant&
Trend
Prob. 0.9381 0.9989 0.0389
No No No
At First Difference
d(GNP) d(MS2) d(INFLATION)
With Constant | t-Statistic | -4.6914 -4.6826 -6.5092
Prob. 0.0007 0.0007 0.0000
*kk *k*k *k*k
With Constant | t-Statistic | -4.9999 -5.3015 -6.5793
& Trend
Prob. 0.0017 0.0008 0.0000
*k*k *k*k *k*k
Without t-Statistic | -4.4815 -3.9742 -6.8242
Constant &
Trend
Prob. 0.0001 0.0003 0.0000
*k*k *k*k *k*k
E-views galip il ¢ [ jaadll
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Cipaiall(ADF) singll Jia LIS geilis (w6) by Jgaal
UNIT ROOT TEST RESULTS TABLE (ADF)

At Level

INFLATION GNP MS2

With Constant t-Statistic -3.2216 0.5723 | 1.2744
Prob. 0.0288 0.9867 | 0.9980

** n0 n0
With Constant & | t-Statistic -3.5928 -0.6641 | -1.4729

Trend

Prob. 0.0481 0.9677 | 0.8187

** n0 n0
Without Constant | t-Statistic -2.1338 1.1521 | 2.8483

& Trend

Prob. 0.0336 0.9323 | 0.9984

** n0 n0

At First Difference

d(INFLATIO | d(GNP) [ d(MS2)

N)

With Constant t-Statistic -4.8301 -4.6812 | -2.0512
Prob. 0.0006 0.0007 | 0.2647

**k%* *** nO
With Constant & | t-Statistic -4.7300 -5.0325 | -5.3538

Trend

Prob. 0.0039 0.0015 | 0.0007

**k%* *%*%* **x%*
Without Constant | t-Statistic -4.9302 -45156 | -1.2592

& Trend

Prob. 0.0000 0.0000 | 0.1866

**%k%* *%*%* no

E-views galip il o [ jaadll
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:Lag specification il cUa¥) 558 jlodl .~
VAR Lag Order Selection Criteria alaasuls eUa¥l 558 jladl elyal
(HQ¢ SCiLR) Luled Ty s (2) & el eUa¥) 578 o ibll o jglaly

b)) g hgalll pati -2

i) G A (5S5 o adsiall (ge 438 Al Jaw chysid) ) gsall
Anleglll 33 DA e bt 3BDle ) lehgad pun Jully dalad e 3D
s alall €l 3L i) 3l s Mg e puiall el

inflation = By + linf,GNP + linf};MS2 + p,

R EIURSYC JRGITEN

A L sl il Jalaa 2 5
2ol sgdally 2 il (a je Jalxar 33
_‘;‘:\}&d\ Uasl) as Tt

coobidl) z3gall i gl L Lads

rdpadl Jalkall galags sl L

2539 2 ddjmal Johansen — Trace Test «ljibdll JalKall jladl elyal
! laall w5 INFLATION adcatl) S <yt o Ja¥) Abish 38le
Aaall mlll aulal) e gl 28] ey (LMS2 agall ey LGNP igal
el maag LS.2022 ) 1996 (e 858l DA caualgll 25ail) (ajey Al
Ul aaail) G djide JalS dBe agng ) LaaY) il iy (7) o)
Lol ey AN il o Ja¥) dugh 03155 4529 ol sl Lasey ¢l
J<a @y ¥ (INFLATION) aacatll o s 1385 cpaidl) saall e
s i ¢ (LMS2)asill (e sl (LGNP) sl milll ge Jhaie Jlsde
25l daeS Al Jia ToabaiBY) cilplaill pe G5 Legin da¥) Jugh L)
(Quantity Theory of Money)
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kel Jalsill (uilaga L3I (7) 4B Jsaa)
Sample (adjusted): 1996 2022
Included observations: 27 after adjustments
Trend assumption: Linear deterministic trend
Series: INFLATION LGNP LMS2
Lags interval (in first differences): 1 to 3

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.528427 38.46389 29.79707 0.0039
At most 1 * 0.457846 18.16852 15.49471 0.0193

At most 2 0.058897 1.638980 3.841465 0.2005

E-views malin clajia e Jyaad)

(Cointegrating Equation)<! iéel) JelSall dalas .
Jsaall 8 il cas gl Jae clpiiall G i) JelSall Alblas 0

S (8) 4
Ayidal) Jalsil) Aslea il (8) A Jgand)
el Jalaall Uaal) t-Statistic | 4val
& Sl
LGNP(-1) +4.723 | 1.73471 2.72 S sia
LMS2(-1) | -28.412 | 4.02994 -7.05 S sia
@TREND(90) | +2.366 | 0.35750 6.62 S sia

E-views galip clada (e [jladll

Lgina gl €22 Ga STt ) JS of 253 (8) Usanll 3 5)lsl ikl (Pa (e
So o e S g Bl chuid) ol Bl %5 ssiee die ddlas)
IS Al delia (Kasg cdashal) (sad) b sl

INFLATION t=-4.72-LGNP+28.41-LMS2-2.37-
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:‘rul:\ij\ CJJA.\S\ Aalas ‘):\Aﬁ'} i
C.J}ul\ ol sé)m‘ Jalsal) C_ﬁ:u} Gl yuaiall %)\)LY\ BEN c.\\:u A.A:’ Ly
B LS (ARDL C.ij R 33} ARDL C.J}u B Al sda (;3 alial) ‘;.m\.:\ﬂ‘

;o aai Cus (9) Jsanll 8 5

Esbos oty adzill o (51 ¢0.70 (gsless (553205 cinse INFLATION (-1) o
Aaadl adis 8 %70 Lty i ALl L) pdica o (gl (g 13 ESualina
el € JSi il e adnll e 1eis o e 1y llad
eyl o ) adcatl) s Joall & adsia el say . Aaladl 35l

pdaill 33 s 58 g9 peSass (ssinas il INFLATION (<2) o
Aaad) & adail (auias ) (s3s Ol (it a6 ¢
dai Ly Ol Jon o gl (g5 i e P34 dawy Adla
LAl g ol Al Al sl el

5Ly o ) s ¢ (551ag(24.91) sall) (sl P s AEALMS2
e 85 139 (%25 dushy adail g liy) a5 %1 Lawy 258 (mpe
-2 9aill LGS A plasl)

25l Gyl Gl S U s cgyinas (20.527) s LMS (-1) e
cpaail) ae BauSe ADle L) culS agill e 8L o 6l ¢ (grinay le
Gan ) Aag ol Gagd A8 palaid Glle Ggaa ) el 1
el ccolabaie¥] zie Jasa Jie Aol cillalidl Ly a5 Al Sladlay)
Aglaall dlaall ChlaaY) ey mag cduadall (ahe S0 Yl an

Y sl Jad) mll) o ) wds e (p = 0.36)ss5ee 1LGNP o

el Je g
harial) Qe 8 adaill aidie bl (S5ieeS iy ¢ gsinas calle culill o
. GAY!

tot peaill JaV1 b okl 2 asadl Alilas o6 Uil

INFLATION=0.7013958771*INFLATION(-1)-
0.3409112282*INFLATION(-2)+24.9115396489*LMS2-
20.5238037157*LMS2(-1)-1.43936623762*LGNP-29.070107864
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ARDL g sl gl (9) ad) Jgaad)
Dependent Variable: INFLATION
Method: ARDL
Date: 07/20/25 Time: 01:24
Sample (adjusted): 1994 2022
Included observations: 29 after adjustments
Maximum dependent lags: 3 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (3 lags< automatic): LMS2 LGNP
Fixed regressors: C
Number of models evalulated: 48
Selected Model: ARDL(2¢ 1< 0)
Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error  t-Statistic Prob.*

INFLATION(-1) 0.701396 0.168352  4.166238  0.0004
INFLATION(-2) -0.340911 0.162390  -2.099330 0.0470

LMS2 2491154 8.739892  2.850326  0.0091
LMS2(-1) -20.52380 8.484990  -2.418837 0.0239
LGNP -1.439366 1.549887  -0.928691 0.3627
C -29.07011 12.74752  -2.280452  0.0322

E-views gl Gl e (e [ )radll

Long Run Form and Bounds Test agasll lad) 3

cily Fostatistic dad of a3 (10) &) dsaad) 3 sylsll bl DA (e
iy all Gyl Gy by ¢ (1 (1))Lal) Zadl o LT a5 ¢5.367
chiall g dal) dbsh (3l ADke aas gl (ol

sgaa) L) il (10) ady Jsaal

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(2)
Asymptotic:
n=1000
F-statistic 5.367424 10% 2.63 3.35
K 2 5% 3.1 3.87
2.5% 3.55 4.38
1% 4.13 5
Finite
/Actual Sample Size 29 Sample: n=35
10% 2.845 3.623
5% 3.478 4.335
1% 4.948 6.028
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Finite

Sample: n=30
10% 2.915 3.695
5% 3.538 4.428
1% 5.155 6.265

E-views gl Ol jae/ Hradll

: (Error Correction Term)Uaall i Jilee .z
O ) et il sl ECM Las) mm e Jalee 5Ll glyal s
—4.926= t-Statistic i—ady 0.6395-=1Laill a1 J el Ao
Jlae 8 Iy 0.0001= dgine &g 0.129 =(glsaall Uil

O3l Bagally Lhadll e ol Ao ys () g (oinay llas Lad pa
O A1 dosh O3l 35ag ol i) 8 %64 Ly Joshal) JaY1 4

il e g adaill
tEdgadl) Al ey Lo &pLady) -3
:Wald jlaa) .

Ll (s %5 e JB a5 (0.0000) Lisinall days of Wald las) ik el
Cihaial) On A Ble aag 4l G i) Gaapdl) iy oiaall Gapdl) by
Aaall iy il ) Aiiwall chial) gl ) sndly i)
cpdoail) (sgine b Alalall @l i 8 Laga 1ya b ((Jlaay!

(Serial Correlation LM Test) _alsll Slal) Loyl Hlad) Lo

de mdgalll gy & S Dl agag pae ) Breusch—-Godfrey laal) b
s A e g Gilaan] z3salll Aadla H3x laag . Lag = 2. il 558
Histogram-Normality Test:  dlsll sl a0yl plodl .

a5 sl Sl o Jarque—Bera sl aulal) auigill jlad) il maa g
BIVTRATYS s(l) &) J<all a8 LS %5 (e ‘).\Si dagiza dayh gs"‘:‘f‘H\ t\)jﬂ\
O A0 i g Gsisll (Kang Bas el zdsall cBlalas o o)) )
s Hleall sl ililly 3gaill mye s pdiail)
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3

-]

un

4

[

0

Mean

Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis
Probability

10 -5 0 5 10

Series: Residuals
Sample 1994 2022
QObservations 29

293e-14
0.831352
10.03404
-8.724814
4586712
0.051353
2517841

0.293676
0.863434

z il Ga\}d.\ qu\ ol sl =ik (l) o8y J<al)
E-views galin gilii @ juaql

(Heteroskedasticity) alaall jlas) La

e oplil) AlKae aeag e cadSl Breusch-Pagan-Godfrey Lol aaaioy
%5 a ST a9 €0.497= diginal) daps o) Cung oz dgaill JBlgr B Guilaiial
Glagdt (e Gl Y zisal) o ol e Baal) & pailate ol o G el Lae
clalad) 5l e i
:CUSUM of SQUARES i)zl .a
duaidl) Laall CUSUM of SQUARES L) ailis sy (2) o8y IS0
SHlss (e caend lly «CUSUM of Squares JLasy ilsdl e Al iy
P 5 (gsmea v AN dgas Plhey oladaiiall Uadlly ¢ (residuals).z3sal
@) ecDlalaall @l )y 13gh cagaall sda Jaly adly Juaial) Jasd) o Lalllag
iaa i) i) g3l
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—— CUSUM of 5quares  --—-—- 5% Significance
CUSUM of SQUARES Lzl gilis mamsy (2) o8y JSa)
E-views galip clajda :juaall

b gilly ity [ G

oo

e8]
sl Akl N Ganll Jua g 23l

leli)) Gl 58 (PIa dllginall jland el ulidll B cilily el
dais @l 2 2017-2016 (le A Laaguad ccligiad] el b Uagale
e o A Ay duelaa¥ly dnlai®¥ly dabud) i)l (e degend
LUl

plall sliiuliy duhyall 358 IS PA 100 dad ge 2 Jaall oulall &85
SV i L g 0 2011 Al (g Dlie) wail) gyl & 31y o 2009
Alall 3 sVl g sy e Aaalig ol sla) 8 dpedcail] agiaall ¢ )
22011

bl Lae agill o (apally llall aaa 8 Clias Al clpeall dam
127:080.9 12006 sle Sl Hhle 24111 (e daedimill sgadl) 50l
&5 bl lhlacally Gaay) abla @iy 61 o 20171 Hladl &l Ll
sl (A ol Sl lle 142:269.7 s o) () dosdicaill ssadll @l
cailefy Jagill yaveailly o WU (a3 andig dadainll Jsaall 4ol Cagan yie 22014
Bl seall Al Jadill Ak gl duss gal)

-1
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i A SIaY) Dy s QA gl g jeall (mils L i
1728.9 4% 545.5 ) o2kl Gimg yaall il donss Cilas ) 2 2011
Gallally 35l (mje G 3D DR I el Le s8¢0 2014 Sl 3%
BysSaal) 35l P (g3l agag pae i L 2y clgdle

dalae () 2 2l (aje gei Jare pe iall @l gai Jae 45l
(2 2012 alal) sl Ayl Clgin JS) dinge b 321 B oall )y
el ¢ O Sl plal) (ggicaalls 5 Lpadimi T giin 3539 i Lo 5
L) L) pae Ala (e Slay ol Sl ) i 531 aY)

i Loie Aualig adatll A<k (et 8 Ll (8 Lad) ALl Creales 38
Wblaal aaa 4 Lehalils lgfyds DUl e & lolhls aag e 5l
el hagaaall 53l (ool Laa Gl

b ol (s o g il aly (gpine asill Gase o ) @l s
i Y gl ggine e Maa¥) sl @l B sl oy ool slay)
Bl admill o (g5 Al) Al dusjaal) pe 3 Aaiill o385 cpdmil) Cagan
el il sar e el Jaa 298l Gl (8 saill (o daals ding Ao
()

Saa (2022-1994) s5dll Pha lad S adcail) o) 2 3saill il <yl
el (sginae O Cum AL Ay S IS8 ol craly (Saalis gl
Al 038 il (sgins o la) UK SHINFLATION(-1) daledl dicll
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