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Determinants of the general level of prices in the Libyan

economy during the period (01/2015 - 12/2022)
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Faculty of Economics and Political Science— Misurata University

Abstract

The study aimed to identify the factors that affecting the general level of prices
in Libyan economy, using monthly data which covering the period from January
2015 to December 2022. The econometrics approach was relied upon to achieve
this aim by applying the Autoregressive Distributed Lag (ARDL) approach. The
study concluded that the factors affecting the general level of prices in Libyan
economy were: the black-market exchange rates, the general level of world prices,
and the narrow money supply.

Keywords: Libyan Economy, the Narrow Money Supply, the General Level
of World Prices, the Black Market .
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Ggianal) die Bangll Hia (ga Slad gl i 1305 (gginal) die e (S5 Al Chpusiall aas ol (1)
Ciriall maeal Jo¥) @l 331 3jae UNit ROOE sasgll j3a 35ag olindl Jaadly liall Lé <1(0)
(1) IV Gyl vie g yhiiad 25 Lea candl Jaa

Phillips-Perron (PP) JLI3) aladiuls Sasgl) jda (o C28Sl) milis (1) a8y Jgand)

UNIT ROOT TEST RESULTS TABLE (PP)
Null Hypothesis: the variable has a unit root

Atlewel
CPI M1 EXR WCPI
With Constant t-Statistic -2.8410 -2.0537 -2.1347 1.7795
Prob. 0.0564 0.2639 0.2318 0.9997
* n0 n0 n0
With Constant & Trend t-Statistic -1.2240 -1.3738 -1.9067 -0.4922
Prob. 0.8995 0.8625 0.6433 0.9824
n0 no n0 n0
Without Constant & Trend t-Statistic 2.7640 1.0088 0.1093 3.3982
Prob. 0.9985 0.9167 0.7149 0.9998
n0 n0 n0 n0
At First Difference
d(CPI) d(M1) d(EXR) d(WCPI)
With Constant t-Statistic -6.9431 -9.9476 -8.3057 -8.1665
Prob. 0.0000 0.0000 0.0000 0.0000
*k% *k% *kk *kk
With Constant & Trend t-Statistic -7.6000 -10.2006 -8.4074 -8.5109
Prob. 0.0000 0.0000 0.0000 0.0000
*k%k *kk *k% *%k%
Without Constant & Trend t-Statistic -6.1347 -9.7884 -8.2935 -7.4386
Prob. 0.0000 0.0000 0.0000 0.0000
*k% *k% *kk *kk

Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
b: Lag Length based on SIC
c: Probability based on MacKinnon (1996) one-sided p-values.
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oAl = 3gaill il paatia o Cointegration & e JulSs dDle 255 e

Bounds Test ¢ idall Jalsill sgaal) SLAAY dyguaall F dasd (2) a3 Jgaad)

Null hypothesis: No levels relationship
Number of cointegrating variables: 3
Trend type: Rest. constant (Case 2)
Sample size: 93

Test Statistic Value

F-statistic 9.443047

EVIEWS 13 maliy Glajha @ jlaall

Bounds Test ¢l idall Jalsill ygaal) JLasY dajall andll (3) ad) Jgand

10% 5% 1%
Sample Size 1(0) I(1) | 1(0) I(1) | 1(0) I(1)
80 2.474 3.312 | 2.920 3838 | 3.908 5.044
Asym ptotic 2.370 3200 | 2.790 3670 | 3.650 4.660

* 1(0) and I(1) are respectively the stationary and non-stationary bounds.
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Goudl (& oy g lily i) il o Gllal) 83l e halie oIS laydl e a2l e

ol LB 8 Sl bl (ggicadl g Uiyl 8 agasd (3 YT celasadl
Cointegrating Coefficients (ish!) Ja¥ ot ABal) s milii (4) ad) Jgaad)

Variable * Coefficient Std. Error t-Statistic Prob.
M1 0.001352 0.000446 3.028464 0.0032
EXR(-1) 9.097378 3.975851 2.288159 0.0245
WCPI(-1) 1.705134 0.714616 2.386083 0.0191
C -122.4408 83.37641 -1.468531 0.1455

Note: * Coefficients derived from the CEC regression.
Eviews 13 galiy clyjda 1 jaaall

tomadl) Ja¥) B ABDal) padi . a
padll JaY) B il g A b e A ladl) s Jalee a0
Al Uadl o Jalaa 5L 0f ¢(5) ) dsaall 8 uayg LS — A8l sda il Lyl Cam
cndl Jae il G JaY) Byl Ol ADMe 9ag AN ey 1305 <0094 Lo (glasy
08 0y (N zliads %94 il s Adnia it Jaaail) Aoy oY) edishall JaY) pat dgaia

ashall Ja1 alasls el da¥) (3 Ol matl (s Loy 195 564 10
Conditional Error Correction _uadll JaY) o Tiblal) ks il (5) ad) Jsaad)

Dependent Variable: D(CPI)

Method: ARDL

Date: 05/09/24 Time: 22:06

Sample: 2015M04 2022M12

Included observations: 93

Dependent lags: 4 (Automatic)

Automatic-lag linear regressors (4 max. lags): M1 EXR WCPI
Static regressors: D 2019M4

Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 500

Selected model: ARDL(1,0,2,3)

Variable Coefficient Std. Error t-Statistic Prob.
COINTEQ* -0.094401 0.013415 -7.036932 0.0000
D(EXR) 2.090897 0.618498 3.380606 0.0011
D(EXR(-1)) 1.744400 0.623085 2.799620 0.0063
D(WCPI) 1.144737 0.357916 3.198339 0.0019
D(WCPI(-1)) 0.279095 0.363523 0.767751 0.4447
D(WCPI(-2)) 1.273997 0.353680 3.602121 0.0005
D 2019M4 5.173186 2.454848 2.107335 0.0380
R-squared 0.486212 Mean dependent var 1.591398
Adjusted R-squared 0.450366 S.D.dependentvar 3.299429
S.E. of regression 2.446107 Akaike info criterion 4.699158
Sum squared resid 514.5759 Schwarzcriterion 4.889784
Log likelihood -211.5109 Hannan-Quinn criter. 4776127
F-statistic 13.56403 Durbin-Watson stat 1.895077
Prob(F-statistic) 0.000000

* p-values are incompatible with t-Bounds distribution.
Eviews 13 malin clajda @ jladll
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thoayal) 7z dgall duandlEal) clLady) .
DA e lyg ¢ anlall gl aim Hlgdal) sall 0 o iy (2) o8 J<all ) il
%5 (S die Ligina e LEAY) ded of Cua Jarque-Bera ladl dsim
Jarque-Bera _zuhll aujsill Lis) gilis (2) ad) J<il)

14

Series: Residuals
Sample 2015M04 2022M12
Observations 93

12

10
Mean 8.67e-14
Median 1.14e-13
Maximum 5.406829
Minimum  -8.271750

Std. Dev. 2.364998

Skewness  -0.243105

Kurtosis 3.791800

l l II III ll Jarque-Bera 3.345469

0 . . Probability 0.187733
6 -4 -2 0 2 4

-8 5
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(=]

E=N

N
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Oo DA ((Hpdall ) o) b o (8)5 ¢(7) (6) Ishaalls sylll sl yuin LS
& L 1, Heteroscedasticity colall sy Serial Correlation adeall syl <.
.Breusch—Pagan—Godfrey  (ARCH (LM Test cf,loay¥) gula dey asliti
(6) a2 Jgaad

Serial Correlation _luluil bl ¥ d<éa oo caésll LM Test jLas) daus

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

F-statistic 0.274634 Prob. F(2,80) 0.7606
Obs*R-squared 0.634169 Prob. Chi-Square(2) 0.7283

Eviews 13 zalin clajia :jdadl

(7) a8 Jsaad
Heteroscedasticity cplall b 418 (o adsl ARCH [Lid) das

Heteroskedasticity Test: ARCH

F-statistic 0.521794 Prob. F(1,90) 0.4720
Obs*R-squared 0.530315 Prob. Chi-Square(1) 0.4665
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(8) a2 Jgaad

Heteroscedasticity ;pLill pls 4l<ia oo caéslt Breusch—-Pagan—Godfrey L) dasis

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1.882375 Prob. F(10,82) 0.0594
Obs*R-squared 17.36306 Prob. Chi-Square(10) 0.0667
Scaled explained SS 18.84266 Prob. Chi-Square(10) 0.0423

Eviews 13 galip clada @ juaall
i) g 3gall alal) Chuagill JLGS) .

Ciuag Al g2 e aiSlE Ramsey RESET test jlos) =3t (9) o8 Jeaad) cpm
¢ F-statistics s t-statistics oulaadU ilaayl el ob mbll s dus (Gl #3ga

Ramsey RESET test juial) gl i dedius JLa) dati (9) o Jgaal)

Ramsey RESET Test

Equation: EQO1

Omitted Variables: Squares of fitted values

Specification: CPI CPI(-1) M1 EXR EXR(-1) EXR(-2) WCPI WCPI(-1) WCPI(
-2) WCPI(-3) D _2019M4 C

Value df Probability
t-statistic 0.477017 81 0.6346
F-statistic 0.227546 (1,81) 0.6346
Likelihood ratio 0.260890 1 0.6095

Eviews 13 zaliyn clajhda :juaall

t o) zdgalll JSua Ay dia) LAS)
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Gl Cun zisall MKl LA g3 g adSl «CUSUMQ  Slgdall aall o il yal
Asine (ssimn ie dasall agaall Gt & glad oplaa¥) Jad o (3) ady ISl Linal) pilil)
cishally yuadl) a1 Al o lewls dllia Gy okl z3salll (S il e 55 1385 %5

20

10

CUSUMQ g CUSUM juiall ¢ 3saill (b il (5L il (2) ady Sl
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—— CUSUM - 5% Significance

—— CUSUM of Squares ——— 5% Significance
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