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The impact of the volume of monetary circulation on inflation rates in the Libyan economy during... Aboaisha & Idris.

This study examined the impact of the money supply on inflation rates in the Libyan economy during the period (1996-
2024). The study's central question is: What is the impact of the money supply on inflation rates in the Libyan economy?
The study aimed to determine the impact of the money supply on inflation rates in the Libyan economy« to understand the
concepts of money supply¢ money velocity« and inflation¢ and to highlight the reality of money supply¢« money velocity«
and inflation levels in the Libyan economy to demonstrate the extent of the impact of money supply and money velocity
on inflation rates. The study used the deductive method to formulate the problem and hypotheses« the historical method to
review previous studies¢ and the econometric method to analyze the data. The most important findings of the study are as
follows: There is a statistically significant positive relationship between the money supply and inflation rates in the Libyan
economy; an increase in the money supply leads to a rise in aggregate demand that exceeds domestic production capacity«
which is reflected in a rise in the general price level; there is a long-term equilibrium relationship between the money
supply and inflation rates; and the impact of the money supply increases during periods of political instability and financial
division. The study's most important recommendations include: strengthening the independence and effectiveness of
monetary policy to help control the growth of the money supply in line with real economic growth rates; limiting
unjustified expansion in public spending that leads to an increase in the money supply without a corresponding increase
in production; supporting exchange rate stability and reducing the gap between the official and parallel market rates¢ given
its direct impact on mitigating inflationary pressures; and diversifying the Libyan economy's production base and reducing
dependence on imports¢ thereby enhancing the economy's ability to withstand inflationary pressures resulting from
external shocks.

Keywords: inflation< money circulation< money supply¢ econometric model.
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((2002)pladl & N5 5l (20.48)
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Null Hypothesis: D(M2) has a unit root
Exogenous: Constant
Lag Length: 1 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.960067... 0.00557...
Test critical values: 1% level -3.711456829602782
5% level -2.981038475078233
10% level -2.629906252182673

*MacKinnon (1996) one-sided p-values.
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bl sl 8 Lgaladiad (Ko Ul (%5) ANV (sie 2ie (Stationary) sy agaill
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Null Hypothesis: V has a unit root
Exogenous: Constant
Lag Length: 1 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -4.756234... 0.00075...
Testcritical values: 1% level -3.699871270140814
5% level -2.976263487666509
10% level -2.627419752852311

*MacKinnon (1996) one-sided p-values.
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S aalall o bl dulasll 8 galadiad (Sar Ul ¢(%5) AYall (ssise 2ic (Stationary)
RSP NCTHIRSIEN

Null Hypothesis: INF has a unit root
Exogenous: Constant
Lag Length: 1 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.912383... 0.00603...

Test critical values: 1% level -3.699871270140814
5% level -2.976263487666509
10% level -2.627419752852311

*MacKinnon (1996) one-sided p-values.
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& e L (0.05) Liginall (s5iana 3o S8 (-Prob) Lilaal) dedll culSy ¢(5.55) il
Byt Cipeall oo e Aludes o) () dbad) Ao il Jodg (Bang 3 dgng) pdall daajd b
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Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value  Critical Value

None * 0.555600542... 34.24789817... 29.79707334... 0.014385673...
Atmost1 0.248187916... 12.35004923... 15.49471287... 0.140907989...
Atmost2*  0.158138994... 4.647789593... 3.841465498... 0.031086768...

Trace testindicates 1 cointegrating equation(s) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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POl s

dgaill yaye = M2

3l (Yygd Aoy =V

asill = INF

zisadll Gledes = 0o g, Ay

Ssdall Waal) = U,

adail) aafgdd) @ GG

& (ol DLy 3 sl e b op il ) agill (ase 83b) g2F) ¢ dsY) daadll
(ARCH)I 73l laasy bl zeid) Gaking (INF) 5 (V) 5 (M2) 5 Gl iy alasi
:adlal) Aamill Gaall Jeags  uwlidl) gl e

Cependaent Variable: LOGIIMNF)

Method: ARDL

Drate: O6M9/26 Time: 22:56

Sample: 1997 2024

Included observations: 28

Lag selection: Automatic (deplags=2, reglags=2)

Selected model: ARDL{T,1, 1} using AlC (18 models evaluated)

Variable Coefficient Std. Error t-Statistic Prob *

Clistributed-lag Regressors

Dependant
[ o ) o ) o e (] 0.6322200 0. 151747 4 NTF2T 34 0. 0004
Independent
LS M2 0.892352 0.375138 2. 2F8T33 00265
LS {MZ2(-"1)) -0.842844 0.269250 -2.2852904 003222
LS -0.865652 00551232 -15. 70396 00000
LG -1 i) 0.504985 0146339 2. 450782 o.00232
Ceterministic Regressors
c 0.81565432 0. 439270 1.6867062 0. 1097
R-squared 0. a40556 Mean dependent var 1. 475370
Adjusted R-=sguared 0927046 S.D. dependant var 0.835063
S E. ofregression 0.225550 Akaike info criterion 00462363
Sum squared resid 1. 119206 Schwarz criterion 0. 332336
Log likelihood 5343916 Hannmnan-Cuinn criter. 0. 134135
F-statistic 59.61937 Durbin-WYWatson stat 2 146038
Prob{F-statistic) O.000000

“Mote. pwvalues and any subseguent test results do not account for model
selection.

LOG(INF), = 0.815 + 0.89LOG(M2) — 0.86LOG(V) + 0.89LOG(INF(—1))
Prob = (0.109) (0.026) (0.0000) (0.000)
R?= 094 F =0.0000 DW =2.14
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el b Bigia BN diginall A 0.05 e B
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Ramsey _Lii): (6)Js

Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values
Specification: LOG(INF) LOG(M2) LOG(V) C AR(1)

Value df Probability
t-statistic 0.78280... 23 0.4417257706000536
F-statistic 0.61278... (1, 23) 0.4417257706000536
Likelihood ratio 0.56849... 1 0.4508572239777939
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 0.416543... Prob.F(2,26) 0.6636440682601667
Obs*R-squared 0.900363... Prob. Chi-Squaieg275123771028042
Scaled explained SS 0.432724... Prob. Chi-Squaré€d@54434463161416
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50
Forecast: INFF
Actual: INF
40 Forecast sample: 1996 2024
Adjusted sample: 1997 2024
Included observations: 28
30 Root Mean Squared Error 1.778144
Mean Absolute Error 1.161993
Mean Abs. Percent Error 19.35292
20 Theil Inequality Coef. 0.102289
Bias Proportion 0.066301
10 \ Variance Proportion 0.246604
Covariance Proportion 0.687095
i 1 : i Theil U2 Coefficient 0.207519
0 Symmetric MAPE 18.96968

98 00 02 04 06 08 10 12 14 16 18 20 22 24

INFF - 22SE.
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