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Abstract

This study aimed to measure the impact of government spending on the official exchange rate of the Libyan dinar
during 1990-2024 by analyzing the short- and long-run relationship, while considering oil revenues and inflation,
using the Autoregressive Distributed Lag (ARDL) model. The results showed that government spending had a
negative and significant effect on the exchange rate in the current period, which shifted to a positive and significant
effect in the subsequent period in the short run. In the long run, government spending had a negative and significant
effect, which can be explained by the rentier nature of the Libyan economy, where spending is linked to oil
revenues, enhancing foreign currency availability and supporting exchange rate stability under a managed
exchange rate system. The error correction coefficient was -0.6714 and significant at the 1% level, indicating that
67.14% of short-run disequilibria are corrected within one year, confirming the speed of adjustment toward long-
run equilibrium. Oil revenues had a positive and significant effect on the exchange rate in the short and long run,
reflecting their influence on government spending, import demand, foreign currency demand, and exchange rate
management. Inflation had no significant effect in the current period, but became positive and significant in the
subsequent period in the short run, indicating a time lag in transmitting price pressures to the exchange rate. In the
long run, inflation had a negative and significant effect, attributable to domestic supply factors, while the managed
exchange rate mechanism limits the transmission of domestic price changes to the official exchange rate.
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RPN EESU %
ARDL gigai 54 (4) b, Jgoa
Model Information Value
Dependent Variable : LOGEXRATE
Method ARDL
Date 05/05/26 Time: 10:00
Sample (adjusted) 1992-2024
Included observations 33 after adjustments
Maximum dependent lags 2 (Automatic selection)
Model selection method Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic) LOGGOVEXP LOGOILREVE INFL
Fixed regressors C, @TREND
Number of models evaluated 54
Selected Model ARDL(], 2,2, 2)
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ARDL Regression Results

Variable Coefficient Std. Error t-Statistic Prob.*
LOGEXRATE(-1) 0.328579 0.113216 2.902224 0.0085
LOGGOVEXP -0.273779 0.127348 -2.149842 0.0434
LOGGOVEXP(-1) 0.135670 0.135906 0.998267 0.3295
LOGGOVEXP(-2) -0.283905 0.116511 -2.436717 0.0238
LOGOILREVE 0.000293 0.004685 0.062443 0.9508
LOGO'bREVE(' -0.005989 0.005790 -1.034426 0.3127
LOGOI 'Z-)REVE(‘ 10.020561 0.005687 -3.615231 0.0016
INFL 0.270469 0.057731 4.685003 0.0001
INFL(-1) -0.081928 0.068107 -1.202924 0.2424
INFL(-2) 0.074051 0.054308 1.363529 0.1872
C 0.740536 0.546207 1.355780 0.1896
@TREND 0.061569 0.009918 6.208123 0.0000
Statistic Value Statistic Value
R-squared 0.987922 Mean dependent var 0.066970
Adjusted R- 0.981595 S.D. dependent var 0.781267
squared
S.E. of regression 0.105990 Akaike info criterion -1.375663
Sum squared resid 0.235910 Schwarz criterion -0.831479
Log likelihood 34.69844 Hannan-Quinn criter. -1.192562
F-statistic 156.1536 Durbin-Watson stat 2.120782
Prob(F-statistic) 0.000000

Note: * p-values reported by Views

& idiall Jalsal) SLasl et

3 (Test Bounds ) saall JaY 4 susdll F dad of (5) b,y M) Jsaall JA (e Laady
LeS 955 4y sine (5 sinna die 5,07 &) I(1) Axall dail] e aadl et 45 ¢12.357 <l
ygha & yidia JalSEABe 35a 5 35 Laa O] Asinn (5 s die 6,36 &L A asll ) glass
Z3saill Ol jiia (s JaY)

agaad) JLIA) (5) a8, Jsa

F-Bounds Test Null Hypothesis: No levels relationship

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

F-statistic 12.35713 10% 3.47 4.45
K 3 5% 4.01 5.07

2.5% 4,52 5.62

1% 5.17 6.36

Note: Asymptotic critical values for n=1000
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Sl jrs e Ay 55858 pilie sy sy dpadill il Y1 B2 ) elSadl e 2ag 28 Agaiall L)
Sy ey Ailan) 5 gemy ety o AV 138 o N pdd Al 5 il 3 Y A sins pae Ll
OSs alh adizaill Wl il JalI (8 Coeall g ddadill <ilal YY) G AMall A paliall dagalall
alray a il 3 yidll & Lolias) (5 sina s canse il 4l jels (a3 el 3 jail) 3 (g gina il 4l
o3 5 i peall jras ) &y jaadl T gl JU 8 ey S s ) el L ¢(0.020561) &b
Cun (e Al juadll Ja) 8 Cogeall g o ddaiiall ol il 80 o ) s i)
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-1) B o U a3 sl s e s (5301 Ll (6) ) () 2l IS (g anSly s
Gl Cuny 1 Aygina (5 sl i Lilan] L sinas Dllu a5 (-0.6714) <l 3 qEtnioC(
Gl jras (8 it A YR (e 9%67.14 553 Of e J e ¢(0.0000) JeinY Ao
OOV lase (A 23 saill Ol e g o pall jra A8l B2 g0 () (05 Lay e JS Lgamaal oy
OO sl ) B gl g CYDAY) il dglee (8 A A s Al a2 Sy (Jyshall JaYI 8

AV dash
(6) p2u s>
ECM Wil sl 73 gad
Dependent Variable: D(LOGEXRATE)
Selected Model: ARDL(1, 2, 2, 2)
Case 5: Unrestricted Constant and Unrestricted Trend
Date: 08/19/26 Time: 00:44
Sample: 1990 2024
Included observations: 33
ECM Regression
Case 5: Unrestricted Constant and Unrestricted Trend
Variable Coefficient Std. Error t-Statistic Prob.
C 0.740536 0.098958 7.483373 0.0000
@TREND 0.061569 0.008254 7.458952 0.0000
D(LOGGOVEXP) -0.273779 0.094907 -2.884717 0.0089
D(LOGGOVEXP(-1)) 0.283905 0.087292 3.252352 0.0038
D(LOGOILREVE) 0.270469 0.041320 6.545763 0.0000
D(LOGOILREVE(-1)) -0.074051 0.036968 -2.003102 0.0582
D(INFL) 0.000293 0.003198 0.091478 0.9280
D(INFL(-1)) 0.020561 0.005189 3.962609 0.0007
CointEq(-1)* -0.671421 0.089333 -7.515965 0.0000
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R-squared Value Mean dependent var Value
R-squared 0.859913 Mean dependent var 0.085152
Adjusted R-squared 0.813217 S.D. dependent var 0.229403
S.E. of regression 0.099144 Akaike info criterion -1.557482
Sum squared resid 0.235910 Schwarz criterion -1.149343
Log likelihood 34.69844 Hannan-Quinn criter. -1.420155
F-statistic 18.41527 Durbin-Watson stat 2.120782

Prob(F-statistic) 0.000000

- p-value incompatible with t-Bounds distribution.
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sy Cpeall jra paliaily adi i %1 Ay e sSall GBI 3305 O 3 ¢(0.628538 -) 48Dl
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Levels Equation
Case 5: Unrestricted Constant and Unrestricted Trend

Variable Coefficient Std. Error t-Statistic Prob.
LOGGOVEXP -0.628538 0.226263 -2.777908 0.0113
LOGOILREVE 0.391099 0.144244 2.711374 0.0131

INFL -0.039108 0.006161 -6.347349 0.0000

EC = LOGEXRATE — (—0.6285 * LOGGOVEXP + 0.3911 * LOGOILREVE — 0.0391 * INFL)

1ol gl SIAN Tl Y L) T oz dgadl) ) i) < JLoidl 5 e dial) ¢ i) sludla

¢ 8 sall I Ll )3 Godfrey-Breusch ksl gl cpu ) (8) a8 Jal Jsaall A (4
ilas) Jlais) ded cialy LS (0.6900) caly ¥ F Ailas) Jlaial dad of ) sl sl
by axe G samle 585 (%5 A sine (5 sia (e ST Lad 5 ¢(0.5315) s~ squared-R*Obs
o) i il o eelly ey Al A s Bl 503 el 5] 3 g g ada AL el dun b
B sall SR Jals HY) AR 3 sa g p2e
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(Bl sall (AIAN Bl ) (8) ady Jgea
Breusch-Godfrey Serial Correlation LM Test

Test Statistic Value Probability Test Probability Value
F-statistic 0.378373 Prob. F(2,19) 0.6900
Obs*R-squared 1.264004 Prob. Chi-Square(2) 0.5315

1 Oalil) Quilad ane JLGA) —G

sl adel Godfrey-Pagan-Breusch JLia) =5 G gl (9 ) 4, JUll Jeaadl A s
squared-R*Obs dxibas) Juial dad il LS ¢(0.7705) @il F dsibas) Jlaia) o Gf ¢cplidl)
YY) a8 of L5 <SS denialpxe Scaled (0.9895) Jlaial i cualy SIS ¢(0.6822) s
sl (8 ) (uila ane AS0a 3 sm g pae (M ey 3 8 (%5) Ay sinal) (5 sinsa (10 1 LS
sl Gl ity AL el pm by (S 4dld ¢ Ul

Gl udlad ase LA (9) ad ) g
Heteroskedasticity Test: Breusch-Pagan-Godfrey

Test Statistic Value Probability Test Probability Value
F-statistic 0.646068 Prob. F(11,21) 0.7705
Obs*R-squared 8.344001 Prob. Chi-Square(11) 0.6822
Scaled explained SS 3.089099 Prob. Chi-Square(11) 0.9895

28 gl el &3 68 JLEA) -
areB  JWid) aladiuh ARDL zased Al sl oandall o)l SUA) a3 (1) S8 Ul JRi
((0.974133) Mllia ) ad il a8 ¢(0.052416) LR Y) dlaal b il Cia ceuqral
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Lomda Ly 68 il o gl )

6
Series: Residuals
5 Sample 1992 2024
Observations 33
4 o — Mean -3.36e-18
Median -0.007437
3| Maximum 0.173031
Minimum -0.211570
) Std. Dev. 0.085861
b Skewness 0.046588
Kurtosis 2.828423
1|
ﬂ Jarque-Bera  0.052416
oLl - | Probability 0.974133
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