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The Impact of Central Bank of Libya Independence on Inflation Rates in Libya: An
Econometric Study Using the NARDL Model over the Period (1990-2023)

Abstract:

This study aims to analyze the impact of Central Bank of Libya independence on inflation rates in the
Libyan economy over the period (1990-2023), using the Nonlinear Autoregressive Distributed Lag
(NARDL) model to capture asymmetric relationships in both the short and long run. The results reveal
the existence of a long-run equilibrium relationship among the variables. It is found that an increase
in central bank independence contributes to reducing inflation rates, while a decline in independence
leads to higher inflationary pressures. The findings also indicate that money supply, exchange rate,
trade openness, and budget deficit exert positive effects on inflation. Furthermore, the Wald test
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results confirm the presence of significant asymmetry in the relationship between central bank
independence and inflation in both the short and long run. The study recommends strengthening the
independence of the Central Bank of Libya, limiting monetary financing of the budget deficit, and
improving coordination between monetary and fiscal policies to achieve monetary stability and
reduce inflation.

Keywords: Central Bank independence, inflation, NARDL model, asymmetry, Libya.
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Ayt 538 el s Cua el 8 ARDL(3,1,2,2,2,0,2,2,0) z3saill of ) itill s
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0.0328 -2.575789 -0.893490 LNCBI POS
0.0544 2.382806 0.909757 LNCBI NEG
0.0362 2.213571 0.122000 LNMS
0.0004 5.842549 0.956382 LNEX
0.0521 -2.102879 -0.092462 LNGDP
0.0000 8.149956 0.291227 LNOPENN
0.0120 3.234787 0.928555 LNFD
0.0034 -4.098108 -0.987342 DUM
0.0861 -1.026586 -1.953173 C

il Al gﬁ A

Ay ghall 5 giua dgilasy) - T dabal) &l yidall
0.0086 4.554681 0.895744 D(LNCBI POS)
0.0000 -6.781189 -0.749614 D(LNCBI NEG)
0.0699 1.361380 0.951895 D(LNMS)
0.0000 7.539293 0.975961 D(LNEX)
0.0791 1.159855 -0.254438 D(LNOPENN)
0.0496 2.093777 0.178280 D(LNFD)
0.0000 -8.432008 -0.846038 ECM(-1)

90

—_—



a0 adall — GG e

ISSN-3075 - 2444 b — Lall Sl ) £l 4008 o jam A2 &5 55S0) Lo A ¢ Bl 0, a2 \/_

ealdl) Ja¥) b Jiladl) Jushall Jay) B Jiladl Jiadl) g
A ginal) (s giasa Lilaay) -F Lgial) ggima [ Lyilaa¥) -F Wald Test
0.0010 16.28073 0.0001 42.21095 LNCBI
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18.81686 F-Statistics
0.000111 Prob-F-Statistics
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(Engle & Granger, 1987; Pesaran et al., 2001). salaidy)
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sl ity dull Jae il G By L)l ADhe 359 i Lae (% 1) (ggiue e
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.(Shin et al., 2014)
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Blore dnewde dank i) Al e
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40 _

30 |

Multiplier for LNCBI(+)
— = Multiplier for LNCBI(-)
=== Asymmetry Plot (with C.I.)
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Breusch-Godfrey Serial Correlation LM Test:
0.8540 Prob. F(1,7) 0.036433 F-statistic
0.6887 Prob. Chi-Square(1) 0.160512 Obs*R-squared
(el L) 3gm s o) el i J 58 R
Heteroskedasticity Test: ARCH Test
0.5099 Prob. F(1,28) 0.445661 F-statistic
0.4930 Prob. Chi-Square(1) 0.470013 Obs*R-squared
(U AlSde a a5 a0 ) paall dain 3 J o il
Normality J-BTest
0.8058 0.431763 Jarque-Bera
(G Lay) 55 e ) 50 Lihall o) pall 4 3 J 8 Al
Ramsey RESET Test
0.0743 7 2.860654 t-statistic
0.0743 (1, 7) 8.183339 F-statistic
T3sai b Cladaall JS) axall Ay i JsE(ECM)(6 e da
RN @l JLad
e CUSUM Test
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Proe CUSUMSQ Test
gsal & Slalaall €) a2al) 4 i J pS(ECM) (5 s Al

[EViews—12 zaliy « NARDL 7 35a1 jasl gilad Tty caald) slasl e i seadll

97



a0 adall — GG e

#2026 uawé o o o .
_ b — Lall Sl ) £l 4008 o jam A2 &5 55S0) Lo A ¢ Bl 0, a2
ISSN:3079 - 2444 —ﬁ\ //—"

B IREARIREY

las caall spaall (e g cilinidll of JCUSUMSQ 5 CUSUM (glaal zibis ol
Dbl 5 das BSa Chuid dgag e 35 1y (el e Bie zgaill cBlalaa o n
o Soaligall Jlatlly 51 b lasiedU 2 3padll Andlea 5 ciudyall 858 D A5l LAY

: gigaill Aygaitl BaE) auks

G (il Aualai®y) Sl yal) 6 Gl Jalyal) (e Lol oz 3Lkl gl §)08l) audi aay
palug Lo BeliSy 48y bl juaiall dlificeal) aadlly il o = dgaill 508 (500 (eld ) Caag
o Lualipall z3lail) 8 sl 138 Goadl 335y clubiad) piay (sabai@y) Jilaill pes

galai®Y) oyl G Ja¥1 Abishg 8yl Bl Julail paanld 3l (NARDL

NARDL igai b aduail) e sal (ghiil) o)) @il 1(2) Jei)

Forecast: LNINFF

Actual: LNINF

Forecast sample: 1990 2023
Adjusted sample: 1993 2023

Included observations: 31

Root Mean Squared Error  0.190153
Mean Absolute Error 0.151994
Mean Abs. Percent Error ~ 8.773380
Theil Inequality Coefficient 0.035729

21 \ Bias Proportion 0.000045
-3 Variance Proportion  0.022858
4 Covariance Proportion  0.977097
94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 Theil U2 Coefficient 0.099342
Symmetric MAPE 7.803588

— LNINFF +2SE
| |

EViews—12 jlasy) malind) cilajia (e 1 jradll

i z 3sail) o ) (2023-1990) 55l s LNINF adail) iy Laldll gonill il s
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