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Abstract:

This study aims to identify the factors influencing the parallel market exchange rate in the Libyan
economy during the period (1990 — 2024). The autoregressive estimation using conducted using the
Autoregressive Distributed Lag: (ARDL) model, utilizing annual time series data. The primary findings
of this study reveal the existence of cointegration among the variables, implying that the explanatory
determinants: Gross National Product (GDP), Government expenditure (SG) and Money Supply (M1)
move together over time with the dependent variable, represented by the parallel exchange rate.
Furthermore, the Error Correction Model (ECM) test results indicate that the error correction term is
both negative and statistically significant across all considered significant levels, thereby satisfying the
fundamental condition of the model. This implies that 45% of the short run equilibrium erroes are
corrected within the same period.
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At level At first difference
C C, t Non C C, t Non
Lnpexr | 0.6343 | 0.6282 | 0.7093 | 0.0000 | 0.0002 | 0.0000
Lngdp | 0.3517 | 0.8061 | 0.2013 | 0.0000 | 0.0000 | 0.0000
Lnsg 0.1607 | 0.0013 | 0.0890 | 0.0002 | 0.0004 | 0.0000
Lnms | 0.9995 | 0.9124 | 0.9996 | 0.0004 | 0.0011 | 0.0002
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Bounds Test Jl—ial :(2) a8 Jsa

F-Bounds Test Null Hypothesis: No levels relationship

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

F-statistic 17.32256 10% 2.37 3.2

k 3 5% 2.79 3.67

2.5% 3.15 4.08

1% 3.65 4.66
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Dependent Variable:

Woal) mmaai 3501 1(3) B Js2a

ARDL Error Correction Regression

D(PEXR)

Selected Model: ARDL(4, 4, 4. 4)
Case 2: Restricted Constant and No Trend
Date: 06/15/26 Time: 00:06

Sample: 1980 2024

Included observations: 26

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(PEXR(-1)) 0.428799 0.063809 6.720032 0.0005
D(PEXR(-2)) -1.121530 0.130385 -8.601648 0.0001
D(PEXR(-3)) 0.905327 0.106202 8.524616 0.0001

D(GDP) -2.43E-05 4.69E-06 -5.187299 0.0020

D(GDP(-1)) 9.74E-05 9.68E-06 10.06264 0.0001
D(GDP(-2)) 0.000249 1.67E-05 14.95618 0.0000
D(GDP(-3)) 0.000155 1.16E-05 13.35196 0.0000
D(SG) 0.000135 1.08E-05 12.48095 0.0000
D(SG(-1)) -0.000162 1.65E-05 -9.803778 0.0001
D(SG(-2)) 3.12E-05 9.78E-06 3.189884 0.0188
D(SG(-3)) -0.000202 1.44E-05 -13.97651 0.0000
D(MS) 8.96E-05 1.38E-05 6.504806 0.0006
D(MS(-1)) 0.000477 3.68E-05 12.98587 0.0000
D(MS(-2)) 0.000507 4 61E-05 10.99340 0.0000
D(MS(-3)) 0.000367 4.07E-05 9.011223 0.0001
CointEq(-1)" 0.037249  -12.01477
R-squared 0.991651 Mean dependent var 0.158846
Adjusted R-squared 0.979126 S.D. dependent var 1.143763
S.E. of regression 0.165248 Akaike info criterion -0.487484
Sum squared resid 0.273068 Schwarz criterion 0.286730
Log likelihood 22.33729 Hannan-Quinn criter. -0.264538
Durbin-Watson stat 2.915962

* p-value incompatible with t-Bounds distribution.
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient ~ Std. Error  t-Statistic ~ Prob.
GDP -0.000469  0.000341 -1.375394  0.2182
SG 0.000618 0.000423 1.458653 0.1949
MS -0.000109 0.000109  -1.006432 0.3531
C 4.264640 1.548980 2.753191 0.0332

EC = PEXR - (-0.0005*GDP + 0.0006"SG -0.0001*"MS + 4.2646)
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Prob. F-statistic Sy

0.0594 | 6.202927 Breusch-Godfrey serial Correlation LM~ 3141 Ll Y|

0.6865 | 0.782260 Heteroskedasticty Breusch-pagan-Godfrey ulall cilé e

Jarque-BERA Normality Test sl gaall il
0.419867 | 1.735634
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Series: Residuals
Sample 1994 2024
8 Observations 26

Mean -3.27e-15
Median -0.007116
Maximum 0.260703
Minimum -0.233975
Std. Dev. 0.104512
Skewness 0.334649
Kurtosis 4.074320
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