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Abstract:

This study aims to measure and analyze the impact of money supply
on two key variables in the Libyan macroeconomic: the inflation rate
and the real economic growth rate, over the period from 1990 to 2024.
The study relied on the cointegration methodology and the error
correction model (VECM) to analyze the long- and short-run
relationships between the variables, after verifying the order of
integration of the time series using the Extended Dickey-Fuller (ADF)
and Phillips-Perron (PP) tests. The bounds test results revealed a long-
run cointegration relationship between the broad money supply (M2),
inflation, and economic growth. The long-run estimation results
revealed a positive and statistically significant impact of money
supply on the inflation rate, consistent with the quantity theory of
money. In contrast, the impact of money supply on real economic
growth was positive but statistically insignificant in the long run,
indicating that growth in Libya is driven by other factors, most
notably the oil sector, and that monetary policy alone may have
limited impact in stimulating real and sustainable growth. The Error
Correction Model (ECM) also showed that the correction mechanism
works to restore balance in the short run, and that about 65% of short-
term imbalances are corrected annually to return to the long-term
equilibrium path.

Keywords: Money Supply, Inflation, Economic Growth, Libyan
Economy, ARDL Model, Cointegration, Monetary Policy.
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Bolaal) (5% e puriall o34 cp JaY) dligh Al ABle agag (o Lot Liide Jals
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(oY) Algh Ajlall D mas(VECM)aal moaai zdsai i A

Uail) sl g dgad (5) a4 Jgan

Cointegrating Eq: CointEql
GDP(-1) 1.000000
CPI(-1) 177.7690
(108.259)
[1.64206]
MS(-1) -1.209473
(0.20591)
[-5.87380]
C -25446.12
Error Correction: D(GDP) D(CPI) D(MS)
COINTEQ1 -0.645209 -1.15E-05 0.383795
(0.24950) (0.00013) (0.10720)
[-2.58598] [-0.08538] [3.58021]
D(GDP(-1)) 0.219401 -5.51E-05 -0.138570
(0.23132) (0.00013) (0.09939)
[0.94848] [-0.44087] [-1.39426]
D(CPI(-1)) 14.95199 0.617435 235.8960
(317.705) (0.17178) (136.502)
[0.04706] [3.59424] [1.72815]
D(MS(-1)) 0.281400 9.26E-05 0.164630
(0.39962) (0.00022) (0.17170)
[0.70416] [0.42855] [0.95883]
C 2259.937 2.776890 2785.115
(3908.68) (2.11344) (1679.36)
[0.57818] [1.31392] [1.65843]
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Saall ) e dagall a1 8 asill e ol 2l (5) ) dsead) e
(5-87= ) 2l e dabead dilanl) t Aol culy M ((gyinay Crage (Jlaa))
il (1) Lads (0.65- ) il M5 Adle cels Uhdll maad dabes of WS
%65 e )l Le gt S (a) Baslgl) Luell 3l b of e Jmg .(2.58)
sl JaY) Cilddes et Lo Wl il Ja¥1 8 Dl ) Goll) @) e

S (6) ) Jpall s WS gpinn e Llel (IS i

sy faal 7 dgal cilalea duginag (6) ad) Jgon

D{GDP) = SOy GDP{-1) + 177 769037457 CPI{-1) - 120947278965 MS(
-1) - 25446 1219187 ) + C2PD{GDP{(-1)) + CAFD{CPI-1)) + C4)
*DIMS{-1)) + C(B)

Coeflicient Std. Error t-Statistic Prob.
C(1) -0.645209 0249503 -2 585980 0.0152
C(2) 0219401 0231318 0.948484 0.3510
C(3) 14.95199 17,7051 0.047062 0.9628
C{d) 0.281400 0.399625 0.704159 0.4871
C(5) 2258937 3808.676 (.578185 0.5678

R-squared 0304658 Mean dependentvar 4521215

Adjusted R-squared 02065323 S5.D. dependentvar 20183.32

S.E. of regression 17982 35 Akaike info criterion 2257201

Sum squared resid 9.06E+H)9 Schwarz criterion 2279875

Log likelinood -367 4381 Hannan-CGuinn criter. 22 64830

F-statistic 3.066983 Durbin-Watson stat 1.930274

Prob({F-statistic) 0.032523

Obial aadiey :(Roots Test) zigaill dadial saagll jaa jladl -1
e O ey (2) ) JSa Gag iz 3saill Aadla jLiaY (Roots Test)

Ay
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GS}A_’J\ Dl Hlndl (2) &) J<al

Clall Gail) laall amy Lol 1 paids  cdladul) Jlga dulas -2
Alasal Sy 7 3sal) Clpuria Cilide gl et of (S ) dialial
) lana) ddas o Ullas 8 peatiis Cagus clgd (93] ilaiial)
o Dl U clorall dllgiad) el @l w3l  JlaY) sl
LY e i (3) )y JSEN maagy casiill (aye

Response of GDP to RMS Innoawva tican
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Gilazall Hlandd ulidl) a8)lly sl Jadll z5lll Jad 53 (3) o) JSA) s
Tada Gigan o Taadl AN e el jde (g2 o agall (e (b Gaas Al
SV Sl DA aclaaie o) S L) G 0l page b %1 lay)aie Al
3 g a8l Caatiia ) adlalls 5 Tay 286N 5580 Chaia (g cduslilly
S W Ol ) T @ ey cdughll da¥1 (8 il Ll A o 0sS
o AV Bl s 5SSl il B e asiill (a8 desall

a8l Caatia ) (el Ty Gume 2Bl 350 Chatia

:oplal) Jalas -3

S bl aByllg Maay) aall @bl gl + (7) o) Jaad)

Variance Decomposition of GDP:

Period S.E. GDP CPI MS
1 17992 35 100.0000 0000000 0000000
2 2228318 87 84242 2250047 9 907536
3 24766.90 TFa1735 6.092207 15.99044
4 2721314 T3.57933 9162197 17.25847
5 29761.36 T0.63310 11.54372 17.82318
3] 3212534 67. 70897 13.69214 18.59888
ri 34314 80 6525178 16 655874 1918848
8 3639674 6334713 17.09827 18 55459
g 3838597 61.79509 18.37514 19.82977
10 A0283.07 60.48139 19.45704 2006157

Variance Decomposition of CPIL:

Period S5E. GDOP Pl MS
1 9. 728552 6.054528 93.94547 0.000000
2 1913400 2.581894 91.28320 0.134909
3 27.97358 8.658143 91.24012 0.101738
4 36.00915 8.086573 91.84086 0.072569
5 43 37380 T B35096 92 30506 0.059848
il B0 15420 T 346829 92 /9920 0053876
ri 5640506 7.140046 92.81003 0.049920
2 6219222 6.979883 9297321 0.046907
g 67.58293 6.856231 93.09899 0044776
10 T2.63370 6.760189 93.19660 0.043211
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Saa¥) Al il b Jealall cplal) s of (7) o) Jsaad) (e ey
Ty & S sl & %100 Gawy T Cum cdndi puiall aay didaill 358 Pla
3 leedll k@l B3 G Ll gyalell il 3 %60 Luws Al s RliaL
doniy Ty agil) mje s yalall 3l 3 %19 caly Ja Al 5l 3 %2 5 cly
Bl 5dl) 3% 20 ke ) Jeass cload 08 55l 3 %9.9
o S Lol e Jagone 4t il o and Sl il G50 s st vie
Craidily ¢ oY) Bl & %93 Jaea @l cplall b aiealise duwid Liad olal
% 93 ) wile gl ) cale &5 dallly 80E, A58 55l 3 %91 )
Onbe Btise bl & el ol ) dealise dus culSy chyalel) sl
claal) 5538 Ak maaall aalgll agan (a0 ald 2gail) (mje dass Wl (%8 5 %6)

Y e Yl

JaY) gl 4l Ao agag i il JalSll (puilagn Hladl P e -1
Ll (8 oL@y sailly adcaill e US55 (M2) 252l (ape (o

skl (sadl) o Liliaa] (ginas cinge saill o 35l (mpe A o el 2

53 4l ol sla®y) o (VECM/ECM) Uadll s zilai Casiagl .3
038 (o %64 A daaed iy Cus (oY) Byral CYWRY) s o Ak
ol ) sagall Lgice ciyDaaY)

e O olaY) 4l Ay ADle @l off (Granger) duudl chlad) cuy 4
il ) gl e (e oladV1 Apalal (galy o JlaaY) ladll zlilly 5al
) Gl Glae aal 58 35l Gage o G b

38 a8 sl of (IMpulse Response) cleral)l edlas <yl .5
o O sl (adl mllly sl e IS A Lnge dal Llaiad als
cagll dasbs Caa JolaY) (52l
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@Al Chtias oull) SLa®Y) & led) Glgiee fl G e 268l (e
Gl e ie gl (aye e
scbuagil) (Ll
430 il LU A liY) 50 ae Ganliy Gy 5ol puill ndp .1
Fia gal (Baiad ()50 adal)
e cleladl)l madn e ball e Tae @ola®) gall jalas ausn L2
ool alamy) dilis (e Jli lee o(lexdlly cdeliall cief)3S) daal)
gkl Gleval)
S aall Jioa (535 Y Cumy ALl Bkl Aubd) G Gawill a5 3
Ailia] dpediat lagiia ) 258 e (8 puesil) e
A & IR Sl e aSe Lo el (655d) Cipadl) ADEL oo 4
allaly dsluadl Jagrcall (e Taue doail)
paall Hliel (Ll dabdl oty g€ Sl bl Glubw S8 .5
calisall eobaBY ) gaill cligra ST e isall s adisall
oo LAl g liay cfiald) pSal dplaiy) clelasyly bl saeli (paas .6
el S Gl debua e aclad 43y 73l ol

: sdbaally sl
angaad) spalll L KU ALY L (1999) caaabl dess ¢ jgeaie (ISl (leny)
.)ﬁ;\ﬂ c.:).d\ J\J

Slo @) papl Y s dun 1(2024) L ebel) Al s phe sl
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.Management and Commerce Studies
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e il Gae S lE L(2022) L olsen crle (Olis e glauancin,
zisel pladial 2020-1975 sl Pla il 8 ool gaill
Ay ly dpsslaally ilel) clesll A5 ARDL.

Sddlly deldall ~Uy Sl (bl Zhpas ccajladly 258l ((1996) LY s
-5l

aall il 35il page Gm A Ay fagese anlidl) gl dese Lauld) ae
zsaiy idal JdalSill alasinl (2021-2000) 55l Pla ol sy
1(2022) ¢l aldl) dae (Uadll mpaias

Gilubidly dphil Q) (gala@y) Jalail) ((1996)cdansd Slall 2o 1l 2
el il deals thaaladl) 44S (alaay)

GUYly 25l (e S L(2025) Lol Dl e e (IS dens alll e
(1962-55l Pla ol slady) 8 jlecdl Sl goiadd) o asSal
e ¥y olaidy] il ddae 2024)

G pdmill cVama o asiill g A1 .(2019) palae L5 zla plde pulas
Impact of the cash supply on inflation 2018-2010 (e 85l (gl
LUyl 4als crates in the Sudan For the period from 2010-2018
Ay b8y ) Cgadl dlaa clagadl L laye ol pana . il

b Ml cdnla®y) il () Ll Ciyae
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