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Abstract:

This study analyses the impact of certain macroeconomic variables on inflation in the Libyan economy during the
period 1990-2025 using an ARDL model. The study drew on annual data comprising the inflation rate (dependent
variable), government expenditure, money supply, and the official exchange rate (dependent variables). The results
the revealed the existence of a long run cointegration relationship between the inflation and the aforementioned
explanatory variables, this relationship was significant and statistically valid. It also showed that government
expenditure has an inverse effect on the inflecting manifestations of fiscal dominance, and that the effects of the
money supply and the official exchange rate were positive on the inflation rate, although the exchange rate had a
particularly strong influence, reflecting the Libyan economy’s heavy reliance on the external sector for the supply
of most goods. Based on these findings, the study recommends coordination between the various types of economic
policies: fiscal, monetary and trade to achieve balance and stability in the Libyan economy.
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1(0) da ) (3o AlalSiie Al culS 5 |evel (s sinsall 8 ind 388 (LG) Jiisal) yriall Ll <](1)
Cl prciall Ay a8l ol HLEAY) dea 5 (3) Jsaadl (A e 8 WS ADF i) g0l Casa
Js¥I Al e i) 8wl el () G 85 canliall Ll gl s @llh g Al all a8
Pesaran & lpasi sy Al 45, Hhall Ld € joasil) 8 ARDL 48 sl ) aadis Coga 1]
.Shin

O alkaty ¥ 43 &1 Juaiall g aaiall Joadl (ARDL) dakabiiall die 311 <l gl I jlasi¥) any
13) Alasin) Sy s 5 ysraall Clipall 8 4880 4ailin o LS clguds 4 )1 (e ALalSie ) puiiall ) G
O b dashall s paill gaall @il e Jgeand) (a5 1(1) 5 1(0) D riall Jalsll dx il
_JA‘}

ARDL z3sai ol 52alia (35) L 5 ppm A aaal 4 sin clily axiius dul il oda of Ly
Gansly g (38022023 Ay ) datd (Caliill (e (yisia ) (4 58) el 2ny elaal (i 23na O S
Ol (4 ghad de ) gall CilelUa D I jlasi¥) 23 gai aladiuly JI sal) Jolas

laa A8Mal) ol Chaa 5 13 F-Statistics ksl ddaul s <ol yuaidl G Jay) Al s Z8Mal) aans
Wl (5S¢ b yids s ECM Uadll aseca 23 gl Jyshall Jaly pueall Ja) cildas jpasi
Z3salll LAl e 2S5 (e g o5 sina ) Ailan) AV 13

A ) il e m ABMY) 23543 5,6

o5 e 33 Judlodl Bl A3 a5 Fsnl) A2 8 eriiusall ol il ipe (lad any
delia b Lad i g gl e @il 28 ((LG) sl lae 15tdifference e lersen & 8l
A A (38 5 AnleaBY) Adand) b gol s 5 adiadl (s EEa) e gy (531 sl 23 gl

CPIt = F(Gt, MSt, EXRt) ......... (1)
LCPIt == ﬂo + BlLGt + BZLMSt + ﬂ3LEXRt + gt ......... (2)
10l Cus
Al G sinall e ) il i) Jie ellgiudl sl i@l Q850 S5 e ) LCPI —
‘(JLMM

35l (mpe Jiiesdl) il 2 e o) LM, cqomsSall Y Jiiesd) sl s e ) LG, —

O DI A8le (pSadg ddg pall o puats Al ae (25 zl el Slilea B, B, By, B3 —
sl as g, cdaglall g dlEiall &l yuiall

ARDL & ghid (5145 6.6

shiall slay) & b paas
A A el aal e alaie Wl saddl e Uadll masal 73 gail eUadl) da o 2paa Sl
Schwarz s Hannan Quinn Criterion (HQ) s Akaike Information Criterion (AIC)
Omlaal) o3¢ dad 8 any 53 elayy) Jsb JLidl &% Cus Information Criterion (SBC)
81 eUarl sl s e s ) JS20
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Akaike Information Criteria (top 20 models)
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Model25: ARDL(4, 2, 4, 1)
Model4: ARDLI4, 4, 4, 1)
Model281: ARDLIZ, 2, 3, 4)
Model28: ARDL(S, 3, 4, 2)
Model41: ARDL(S, 3, 1, 4}
Model36: ARDL(S, 3, 2, 4)
Modell6: ARDL(S, 4, 1, 4}
Model156: ARDL(S, 3, 3, 4]
Model279: ARDL(Z, 3, 4, 1)
Model31: ARDL(S, 3, 3, 4}
Model3: ARDL(4, 2, 4, 2)
Model277: ARDL(Z, 3, 4, 3)
Model154: ARDL(S, 3, 4, 1)
Model256: ARDLIZ, 4, 3, 4)
Model276: ARDLIZ, 2, 4, 4)
Model27: ARDL(S, 3, 4, 3)
Model254: ARDLIZ, 4, 4, 1)
Modelll: ARDL(S, 4, 2, 4}
Model272: ARDLIZ, 2, 4, 2)
Model131: ARDLIZ, 4, 2, 4)

(AIC) e 5 (2) S
Eviews12 gl » Ol jaa o ol alill slae) (e 1 jaadll

(3 saill b ypaial ATC Sl dad il Jlary 31 58 5 JiaY) 73 gaill 085 o 5 gladll 038 aaiad
Jead¥) sllaY) Jsha o S iliil) jp iy el a4 ) 0 (g AiSaal) clelUany) IS Jlaxinly
AIC e caus ARDL(4,3,4,1) (& g saill il yaial

Bounds Testing Approach 2sad) JLid) zeia <

On AalSia 5l T(0) cssinnal) o2 a3l Judladl )il e Hlaill sy JUEAY) 138 ki (S
Y1 A (e ALK Ol puritall JS S 13 sl JasSly 5 coaillal) g s o (1) (Y1 Aaall
A8 40 Hlae dede (e ) priall o &y JWlSS Sl IS 1) pasl o35 o Lﬁll\ Al e I(1)
1(0) Fa Al (e AlalSie cl ypaiall JS CilS 13) 5 ¢ Ao V) aall da yal) daiilly 4 sunall F-Statistics
Y1 aall dx jall Al 4 susal) F-Statistics 4ad 45 jlie Gabad e oalas) 25 Cogu ) jall ol
(158 2009 ¢ o5l )

Lz i) (e D) LAY (i g o) puriiall c Ja¥) AL sl 483e 3 sa 5 e alSI LAY aadiuy ¢
el G Jashall Jal) 845051 5 480e aa 68 Y sl Laolie i 3y aiall
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3 gaal) Lngia il (4) ad) Jgaad)

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) (1)
Asymptotic: n=1000

F-statistic 9.591355 10% 2.37 3.2

k 3 5% 2.79 3.67

2.5% 3.15 4.08

1% 3.65 4.66

Eviews12 Cucb).a u\;_);.o ‘;r— ey :\f\;\_ﬂ\ Alae ) O :JJ.AAAS‘

sl Hslatile 9839591355 — F-stat s dilas] dad & a8 (5) Jsaall ALS LAY mil
il (e 4 Jal) AL sk A8Me 3 g g Al Az 8l J 58 ) 6250 Lae %5 4y sina i Llall
Sashall Jal¥) 84 3) i) 28Dl o i) JelSall HLaaly oLl elldy Say g lil) puaiall 1) 5 jusiall

ECM Ul s i sad pali <
g5 Slalaa gria s 5215 ECM i smd ety sl Ja¥) LSl ity il oo
(N Jsand) 8 LS 4y ) sl 48Da)

ARDL z3sail juadll Ja¥I &y padi il (5) 4y J gaad)
ARDL Error Correction Regression
Dependent Variable: D(CPI)
Selected Model: ARDL(4, 3, 4, 1)
Case 2: Restricted Constant and No Trend
Date: 06/27/26 Time: 21:46
Sample: 1990 2025
Included observations: 32

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob
D(CPI(-1)) 1.564110 0.484458 3.228577 0.0053
D(CPI(-2)) -1.855144 0.771017 -2.406101 0.0286
D(CPI(-3)) 1.389621 0.512482 2.711549 0.0154

D(G) -7.19E-05 0.000213 -0.337863 0.7399
D(G(-1)) 0.001212 0.000204 5.946489 0.0000
D(G(-2)) 0.001078 0.000176 6.127864 0.0000

D(MS) -0.001406 0.000281 -5.002872 0.0001

D(MS(-1)) -0.001626 0.00043% -3.703419 0.0019
D(MS(-2)) -0.002110 0.000485 -4.348759 0.0005
D{MS(-3)) -0.001700 0.000461 -3.689916 0.0020

D(EXR) -40.72485 8.0064%98 -5.086475 0.0001

CointEq(-1)~ -0.967239 0.124926 -7.7T42478 0.0000
R-squared 0.946889 Mean dependent var 0.721250
Adjusted R-squared 0.917678 S.D. dependent var 38.46935
S.E. of regression 11.03754 Akaike info criterion 7.920477
Sum squared resid 2436.544 Schwarz criterion 8.470128
Log likelihood -114.7276 Hannan-Quinn criter. 8.102671
Durkin-Watson stat 1.761185

* p-value incompatible with t-Bounds distribution.

Eviews12 gl p Gila jaa o ol Aalil) dlae) (a1 jaadll
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\_ﬂ\...n Error Correction Wadl) @M AN u\ ‘_A\ e Jsasll c_g 83y ol padl C._a\_u P
CJM\@@»MY\LH&@JLA}AJ‘LL&\ M\Mw\uhw@mu\_a)m}
u:xS.\S\A\.c_).;.uj\ l_iaai\c_)ma\_duu,gsg_\deaa} ¢ jyraadll Jalyl ALy gl
g el da¥) (B Sl i) s i O (i Le 525 (<0.967239) 4iad L CoinEq(-1)

A Al A Ay sl JaY) & )5l i sl gall al (40 9696 sy

Z3galll il pitia G JaY) Ay gl ABDal) pali
Ja¥) Clalea ¢ JaaDli 5 (6) al) Jsaad) Glly A (e Jyshall a1 A48 e J pand) (Ko
(G’MS)Q\M%Sng;ﬁmd&@@\d‘ﬁaﬂ\djﬁw@ﬂ\

Jashall Ja¥) cilalaa a8 A5 (6) pd ) J g
Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
G -0.001301 0.000471 -2.760177 0.0139
M3 0.002318 0.000524 4.426410 0.0004
EXR 9.725757 14.33033 0.678683 0.5070
C 73.57798 7.693155 9.564085 0.0000

EC =CPI-(-0.0013"G + 0.0023"MS + 9.7258"EXR + 73.5780)

Eviews12 G_A\_‘U,a Gla yaa Je ol Aalll dlae) (e : juall

sl e A8 A Sy
CPI, = 73.578 — 0.0013 * G, + 0.0023 * MS, + 9.726 » EXR, + &,

CJ}A.\!\ PARES ?_.35.1 <
Dl 3 gaill elUnal i () (i 5ty ¢ ypeail) o shall Cpda) 8 5lasiV 23 g 50085 dlany ALl ey
SR e)a) e ¥ AN ol J8 Led s 8 uatie 685 W5 anhall ) 5ill ARDL dineie G35
Residual Diagnostics Jiall z3 saill &S Sl cavn Lo ol 4md &g 23 gaill 33 o (yan
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Normality Test sUadU andall a5 gl Lsd) -

Series: Residuals
Sample 1994 2025
Observations 32

Mean 4.97e-14
Median 1.543521
Maximum 22.49060

Minimum -17.00409

Std. Dev. 8.865563

Skewness 0.067247

. . - . Kurtosis 2.844053
-5 0 5 10 15 20

-15 -10 Jarque-Bera  0.056544
Probability 0.972124

bl 55l sl (3) pdy Jedd)
Eviews12 gl n Gla jda e ol &alil dlac) (e : jradll
bl a5l LA &30 (7) a8 J gand)
2

Tast X Prob
Jarque-Bera 0.056544 0.972124

| sSas g i Alamn Y 5yl daill o ey (3) By bl IS 5 (7) iy Jsanll s JA (g
Jsd in Las 0.05 0n S 25 0.972124 &llaia¥) Gilas) deiis (x2 = 0.056544)
sl w5l i 8l (sl aaall A 8

AutocorrelationstUay) Gu SN B Y k) — G

Sl s V) sl 50 (8) ady Jsaad)

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

F-statistic 0.210023 Prob. F(2,14) 0.8131
Obs"R-squared 0.232137 Prob. Chi-Square(2) 0.6275

Eviews12 @uﬁ GAla yaa Je ol Aalll dlae) (e jaadll

s i F-stat JLia) dad ol Breusgh-Godfrey Serial Correlation LM Test JLis) sela
sie da_all dadlll e S a5 (Prob = 0.8131) F JWaY islasyl &llaa¥ls 0210023
Zasail dpailly Al ol Ll 13 Jalii ) 3 g 5 adns tadall a8 U5 iy Las .05 42 sine (5 s

Al
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Homocedsticity ¢pbil) @il axe JLad) 7

ol il sl s (9) a8 d g
Heteroskedasticity Test: ARCH

F-statistic 1.875332 Prob. F(1,29) 0.1814
Obs*R-squared 1.882904 Prob. Chi-Square(1) 0.1700

Eviews12 @uﬁ Gla yaa Je ol Aalill dlae) (e : jaaall

o5 Prob=0.1814 s Zllaay) dedl) s F-stat = 1.875332 &ad o ARCH _Lia) el
s Bl (il 8 gl aedl i s L 5 0,05 2 s 5 siase e A ) il (50 LS

S Al R JLad) —
z el blelaal 40 <l a5 (e Aaddiusall UL glA e 2STL oy JLEA) 61 jals Peearan o8
DAY 138 Aflan) ol Jaasd CUSUM Js¥) L) hasindy s echyshall a5 sl a1 (8
daly i dglasyl i CUSUMS SQ Al Jlaay) Wl ¢ sadtieall cilid) JS1 A& Jlaa Jak
i gl dsan pae (e 2SU LSy Ml 5 (1402 2021 dalla)saciaal 3yl JI g 480 Jine
Ja¥) Glabaa () LS Al all 3 58 JOA 4y 5) 5L Sliad 23 seill allae (5 73 50l Gaa K

1.6
12
1.2
8
0.8 4
0.4 0
-4
0.0
-8
-0.4 12
2008 2010 2012 2014 2016 2018 2020 2022 2024 2010 2012 2014 2016 2018 2020 2022 2024
—— CUSUM of Squares 5% Significance — CUSUM 5% Significance

A )iy loal il (4) By JSad)
Eviews12 G_Au),a Gla yaa Je ol Aalll dlae) (e : juadll

dahidl Jals a& CUSUM SQ 5 CUSUM o= S o (4) &) sl JS3Y) JDA (e iy
Akl as gy 4l Jsill (S a5 <95 AVl (5 slusa 2ic o) il Asjg}mcsjauwga?)ﬂ\
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aall 7

b paill e JSI alaBBY) G yuie Gy i Jilaiy caaial il A all o3a JOA (e Lilia s
b 8 alaiiy) Ll caa Leldad o€y 15 (2025 — 1990) 5l A alll sLamy)
) :ABIS ARDL 72 53 plaaiul

Dhaa ey @l g Ja¥) Al sha g 5 a4 ) 55 A8e 3 sa g0 Auslall il Gum S5V (il J 5
(Jashall Ja¥) 84 ) 5l A8dall @ jidall Jalsall jlaaly alal) el ¢Sy s Bound Tesdt 2 sl
(-0.967239) 4l CoinEq(-1) 4 ol Error Correction Ul st jLadl il 5ol o
gy Ay s JaY1 2350 (o ) el 1385005 0 ST (25 0.0000 — 38 Fay Ay gina s
Leild Al IR 9496 dawiy sl Ja¥) 723 gai ¢l dasl]

aduzill C¥aee o ale S @ T8 (G) esSall G i of Qashall Jal) @il julis =
I (G) o= %ol 335 g25— Zua %5 e Bl (250.0139 4y simay yshall Ja¥) i (CPI)
Aaladal) il oY) e daiey ull) SLaiy) o Ald) A8l 028 il § 9013 — (CPI) Laléad
(MS) Grall 2 58il) (a e uie Ol 5 la ) sl 30y 3 5 @leial) Bl ) Ml 5 Jaall ulul jacads
Eun %5 o JH (025 0.0004 A sinas Jishal) Jal¥) A adill clane Jo el S8 i @
2% (EXR) <wall s e 0f5.960.23 — (CPI) 3315 ) (MS) 00— %1 3345 25—
%5 e ST 5250.5070 4 simar Jyshall Ja¥) & (CPI) adeaill Ci¥are Ao lag) JS8 @ il
Ja Lo 13 o o 8 S 94900.7 — (CPI) 334 I (EXR) o— %1 33k ) gas— an
S Sy aludl o1 il aen i 53 8z HA) e ol slaiy) slaie ) e

Al il il s ) Al all alds il o3a ¢ g e

byl shall Al il jall g 5 cdaliaal) Apalady) Glulud) G Gaiil) e Jesll | ]
Al )l alas) s Clulpadl g5 a) sl s3gd L) 5ol Jalf

g s Aadi e Foalhi) I Apaliatl CileUail 4gun 58 A (e alall GEY) 28 5 e Jeall 2
gkl diag (e a3 A jlad Gl gLl ) i) Jilis  Aglaall @l jalall et e Jeall 3
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