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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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REPMEESH|
ARDL gigai paii (4) a8 Jga
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(1, 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

38 4 sunall Faad o) (Bounds Test) asasll LAY (5) &) ) Jsaall JIA (e Laadly
LS 95 s sine (5 e i 5,07 Al [(1) Aasad) Aaiill oY) aall 55t a5 ¢12.357 <l
gl & yidia JalSE Ao 35a 5 35 Lan O] A sinn (5 s die 6,36 &Ll A asll 5 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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s sl JaY gé NN

Sl asSall G (1 (6) a8y AU Uil mepmoa 23 5 Jsam 833 ) 5l gilial) SIS (e Jaa Dl
%ol Ay 4c i) (25 G dllall 5 il 8 ull) Slall s Nl Copeal) a o sina s Ll
Al 3yl 8 (5 sina s o osa A Jsaty Y113 T Y1 €940.274 saiy o guall yra (alissl
S Ly L5 060.284 st Gyl s i) 1 0] Ay o sSal) BN A5 ) (g3
Jule 138 5 ¢l Sba®®y) 8 ew ) Copeall jrw e o sSall Byl Al dapdal)
e 5l ol gl DALy a5 cand g oladl 8 s Y peail) Jad1 3 e sSal) GaY! of e
L) S Al sl oW1 o el Ja ) gl sl o3 gail) 8 Adaglal) ) priall dpusilly ol
Usime _aliall s 3 0K ol Wiy (0.270469) &l Jabaay cdllall 5 i) 3 Lilian) (5 sina s o 5o
Lall calal ) Ao € salaie) s (ulll SlaBBY) dua pads @l uudl (Kars %5 (5 siue dic
Lgaaloay 38 Lo g 41 gl Zalial) ALl ) gl 834 3 qon Al ol Y1 834 5 Cpal 355 28 31 eclal sl
A s eetiay) il g bl e callall 334 5 ) g3 38 Ly oAl Callall 5 LY a5 0
Ga 15108 il Copall a0 S o S Al 50 Gopeall e e (52 s0a ek ) sela
el jrs e Ay 55858 pilie sy sy dpadill il Y1 2L ) elSadl (e 2ag 2B Agaiall Clalud)
Sy ey cilan) 5 ) gy ey o Y1138 o U pdad Al 5 il 3 V) A sine pae Ll
5o alt caizaill Ll | il Ja¥) 6 el e s ddadill bl YY) G 480l LS el dxglall
alray a il 3 yidll & Lolias) (5 sina s cange il Al jels (a3 dllad) 3 jail) 3 (g gina il 4l
o3 5 i peall jras ) &y el Ja gl JUl 8 ey Sl s ) el L ¢(0.020561) &b
Cun (e Al juadll Jal) 8 Cogeall g o ddaiiall ol il 80 o ) s i)
el UM Al dampdall Sy Ly colaY)

A o) Wadll a3 i o il ra s (sl) Ll (6) ) U Jgaadl IS (pe JaaDly
Gl Cung (%1 A sina (5 sinua e Lilianl & gina s 4l A 5 ¢(-0.6714) ks 3 CointEq(-1)
Cogeall a3 s A SYIAY) 50 %67.14 55 O Sle Ju Las ¢(0.0000) Jis) ded
OO laae () 23 gaill Ol paia g o pall pra o A8l B2 50 (A (505 Ly i JS Lganaaal o
O sl ) B gl g CYDAY) i dglee (8 A A s Al a2 Sy (Jyshall JaYI 8

AV dash
(6) o2 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.
dashall Jad gﬁ 48Nl 4487 NOPER
e Al 3 ) eieS e sSal) By A8l Cp A (7 ) aB AU Jsaadl DA (g
Al 0085 il O ygdal i yeall s g Adalica ) puiaS adiail) g dadall calal W) g e puall e
Adail) Culal 1Y) ¢ ca oSall LY IeCa pall jaw cp Lilias) & sine A8e d5a s o Jushall JaYI &
Jalaa oy G e ol pras ga 4 sina s ApuSie A8y Jas 3 o Sl BUY) () (i Cum adall
sk Capeall ja alidily dagi i 061 Ay e sSall BV 8aL 5 ¢ 3 ¢(0.628538 -) A8l
S AY Jal sall Al e Jashall Ja¥) 8940.629
Lelalaa il Cum i guall a5 daadill bl ¥y 4y sina s 40 yla 48Dle a5 eilial) o jgdal SIS
960.391 saiy Ca_pall yre gl Jasi 559/ 1 Ay Aadaiil) ) ¥ 3ol 5 o Smas ¢(0.391099)
cadoaill Aaailly Ll jaeadl) JalV1 8 jeds (o) Adadill culal 0 (5 ginall 5 can sall Y1 el Glldy
Le 1385 ¢(0.039108 -) A8Mall Jalae &l Cus b poall jrs po &y sina s Ao A8Day Jag ) b
4l Dl 2e 8235 0.039 sy i pall e (alisily oy 3aa) 5 Bas gy adaill g L) O (M) ey
Ll Hlaa¥) & a8 ) ¢ Glaall e Ml G peall jrudanda e gia 8@l juds (Say gl il
Sl il ylaal 5 gz yall BLEAD ciladall g abual) CallS 165 ) Jia s dalaté) Jal se dais
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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)
sz sall) i) @ L) 5 dsandldal) cl LEaY) sludla
1o gall I Jali Y LS -
¢ 8 sall I Ll )3 Godfrey-Breusch ksl gl cpm ) (8) a8 Al Jsaall JIA (4
ilas) Jlais) dad cialy LS (0.6900) il 8 F Aplias) Jlaial 4ad i ) sl sl
by axe a5 le 585 (%5 A sine (5 siua (e ST Lad 5 ¢(0.5315) s~ squared-R*Obs
) i ) ol el e 5 Al Ag ) s 8 sall 313 ol ) 0 g g adey AL ade) dpa b
L sall (AN dali Y1 A1 3 ga g 02
(Bl sall (1A Bl ) (8) Al Jsaa
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
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squared-R*Obs dxibas) Juial dad sl LS ¢(0.7705) il F dglas) Jlaial o Gf cplid
LAY a8 o L5 ¢(0.9895) Scaled explained SS Jlcial da Cuxly oIS ¢(0.6822) s
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(&8 sall (s sy AL paad) daa i ) (Sarl 3l (MUl

Ol Gl ae LI (9) aB) J 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 gall (andal) a3 93 LI
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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 |l | Probability 0.974133
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