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Abstract

This study aimed to analyze the nature of monetary policy and its instruments, investigate the
dynamics of inflation in the Libyan economy, and evaluate the efficacy of Libyan monetary
policy in curbing inflationary pressures. Employing a descriptive-analytical methodology, the
research provided a comprehensive framework for understanding Libya's persistent economic
challenges. Additionally, econometric and statistical techniques were utilized to analyze
datasets encompassing inflation rates, monetary aggregates (M2), interest rates, and exchange
rate fluctuations in Libya.

Key findings reveal that the Libyan economy experienced phases of relative stability followed
by severe deterioration due to political fragmentation, with subsequent attempts at reform and
reunification. These political shifts profoundly impacted currency valuation and price levels,
as reflected in the Central Bank of Libya’s (CBL) policy responses during the study period.
Monetary policy effectiveness exhibited significant volatility: political and security instability
during the division period (post-2014) led to policy degradation, while reunification efforts
later contributed to partial stabilization. However, structural challenges persist in the CBL’s
ability to sustainably mitigate inflation.

Regression analysis (OLS method) demonstrated a statistically significant positive relationship
between money supply (M2) and inflation (CPI), with a coefficient of 0.0019 (p-value =
0.0000), indicating that a 1-unit increase in M2 corresponds to a 0.19% rise in CPI. Conversely,
the exchange rate (EXCH) exhibited no statistically significant impact on inflation (p-value =
0.7361), suggesting limited transmission mechanisms via this channel in the Libyan context.
The model demonstrated strong explanatory power, with an Rz of 0.88, implying that 88% of
inflation variability between 2010 and 2024 is attributable to the included independent
variables.

Keywords: Monetary policy, inflation, Libyan economy, Central Bank of Libya, money
supply, exchange rate, economic stability, econometric analysis.
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Dependent Variable: CPI
Method: Least Squares
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Sample: 2010 2024
Included observations: 15
Variable Coefficient Std. Error t-Statistic Prob.
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Inf=8.37 + 0.0019M2 -7.35Ex+u

t
F(42)

(6.34)

(1.19)

R2(87) Dw(0.73)

271 | African Journal of Advanced Studies in Humanities and Social Sciences (AJASHSS)



@bl gl sl -

]
Sories: Residuaks
5 Sample 2010 2024
Obsarvations 15
4
kelzzan -5.68e-15
3 Median -6.332342
Ml aximum 39 48091
2z Minirmum -48.11255
Stel. D 2607111
1 Shmamess 0214097
. . Kurtasis 2176454
° Jargue-Rer, 0538487
50 -40 -30 =20 -10 o 10 20 30 ap | lerqueBera 05
Probability 07633957

‘;’3\5]\ Lﬁ)‘)’\ J\_ﬁi\ -
Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation at up to 2 lags

F-statistic 5.015585 Prob. F(2,10) 0.0310
QObs*R-squared T.511671 Prob. Chi-Square(2) 00234

cotl) ailas jlaal -
Heteroskedasticity Test: Breusch-Pagan-Godfrey
Mull hypothesis: Homoskedasticity

F-statistic 5073210 Prob. F(2,12) 0.0253
Obs*R-squared G.872275 Prob. Chi-Sguare(2) 0.0322
Scaled explained 55 2887173  Prob. Chi-Square(2) 0.2743

gl

ALl it Alall ) saill (e Alla (3 J20 8 il ) YT (o Ol iy ol SLaBY) e -]
Uead) 4 o ataiay @l 5 @lld IS5 canm 5l g 2 Aa¥) OV glaad BaY 3 g ¢yl
) Y asa

A g L) Jal sadl 05 Al jall 3 58 IS (5 38 jall Ld G yime il (S 2D
3 s Caad s Laiy caluadi¥) JDA 20l Al 815 a3 3 Caag s Cua Aalai@y
7S A Gyl alel 4aild JI 35 Lo clpaacll o VI ¢l jEuY) (any alaiul 8 GaY 2 gl
sl

G Aald bl (8 ad il aSatll 85 S liaai 2024 N 2010 (e 3l Sl -3
ary (Gaad (e Al Ayl i @lld ae g A el el g Ayl cile) il
e Y e slaie W) ) il aas 2021 (A Gl jr dad any Lap s Y il
il gl GGl S g Auaal) A ule ) <l gal o latl A8 Aalad) 80 (dpaula)
Aalaiay|

S ppall jrw Jaaad aay Aald el o gia) | 8 G dpaal) dulpad) iaas ccibaadl) a2 4
el <) 50 Al A gana ) el s pe ol e slaie W) 81,2021

272 | African Journal of Advanced Studies in Humanities and Social Sciences (AJASHSS)



BT (M2) a8l ya e u\cgj:_ml\um)d\wjlae\mb‘)\m‘ﬂ\ CJ}AJCJ_\JuJ,@_L\ -
die ).0019 J.u\_ﬂ\ Sl dasd Chaly Cus (CPI)MM dmér. L_\;)Ajdjmds_uu
Cropiall (o By 8 400 5la A83e 3 ga g Say Le ¢ (P-value = 0.0000)4 sire 5 sie

P:MM&&;&M\&L#WJ:&E(EXCH)&%)..A\):.HJQS:\ech..‘M\‘;ﬁ -6
U‘AJMW‘OSS)MRZJJM\JAWQLU—LA‘M\@ULQ EcGSC}}Aﬂ\)@_E\ -7

. (2010-2024).5 5l JUA adaill (& Ol jaadll e %88 (s el Aliiusall Gl paaiial
i il Almn (e o Las bl ) sl s sl Jarque Bera sl ekl -8
-9
il 53l
80 g i g Agdal 85 yuall Qi 5 Clel W) dagast DA (e (ia¥) s Aaall HLaiLY) juiad — ]
Aol W) cald e Uadl) 8 o peisall Alla 5l Ay yuia
gobiall oy saill e J simnd) Jagsi s 0 diatll Al 5 65 e Jlae V) Ay (i — 2
Adaw giadll 93 paaall
saill dlaing IS yaa Lgi S cdalpud) g 3aaaiall 48Ul — L o 531 Jia 32 gl cileUadl) aca — 3
(_53\..4.@‘)(\
Sliiose L ) S5 ol el i) (oany 8 shalill Cilaasd Jidad g 38l G ladll (e saléin) — 4
C..u\_\l\ ‘G‘“}SAM du-’\EI‘dM M\@)}JM&}\MSMJM\ g.\\).\z_mc\)d\ CJ"S" 5
MJJYW).\S\CJ}M gu@e@uummcjpy‘d}mj\ cé\.«;‘)}\‘;ﬂ\

) )
2005 Apall Lagill Hha ¢ Cigym ¢ (A padll 5 gaaill ALa®BY) : (2005) Jrdie 2 - 1
2004 ¢ Saal) 4ii€a ¢ byl ¢ oY) SLai¥) iyl 5 Apail) Al slla g )l - 2
1990 ¢ saduus¥) ALaiBY) & A0l Al ;) 33l tpenllae - 3
4 - Mishkin,Frederic S. The Economics of Money, Banking, and Financial
Markets, 12" Edition,Pearson.2019
A ASY) ¢ saall daalall o ¢ eabeal) SLaBY) 8 Ll 50l 5 il Aulpdl ) als - 5
. 2016
6 - Abel,Andrew Bernanke, Ben S, and Croushore, Dean. Macroeconomics,10™
Edition, Pearson, 2020
7 - Blanchard, Olivier. Macroeconomics,7" Edition,Pearson,2017
2018 cmb sl e el 1y o S ALaBY) 51l 5 il Abyuad) e Lansl 3y sallne - 8
9 - Cecchetti, Stephen G, and Schoenhoitz, Kermit L. Money, Banking, and
Financial Markets, 5" Edition, McGraw — Hill, 2020
OSAl la e palal) ¢saadail) 5 A kil K SLaBY) : dead aeallae - 10
11 -Samulson , P, A, Nordhaus, W, D . 2010. Economics (19™ ed.) New York:
Mcgraw — Hill
2020 «xlall J\J ¢ Olae ¢ ALaidy) éd\.m Lﬁ'L““"‘ J.JMM -12
2017 i )l Hla cchg ym cg;ﬂ\ gLy Jalasll (Al sl - 13
2019 ¢l Hla (Gdiad ¢ Aalaidy) ilubud) ) Jaaa rembas gclé)l\ - 14
- 3kl ‘USS)M\ ALaidy) éu\ﬂ& «Gla ¥ jue c@\.ul\ _pal e.us\).a\ 6&1.&; - 15
2007 ¢(Usesk e dzala

273 | African Journal of Advanced Studies in Humanities and Social Sciences (AJASHSS)



(6 Sl Lol oyl Bl By s 5 16
2024 ¢ S el G paall caduzaill C¥are s jlanSU il &8 ) - 17
(2024) band A asill 5 dpalai®V) Slubad) Jilas - ) all aed 38 50~ 18
2023 <2020 <2016 «2012) 4 suall (538 yall Ll o pman S5 - 19
https://cbl.gov.ly/ar/
https://www.marefa.org/cs S el Ll <o yae
2020 sl 8l (2021) s Sl Ll G pema - 20
bl LB aua ) apii (UNDP). (2022). (i) sasiall aa¥) gali - 21
sy Ld 58 (2023) L sl el - 22
23 -MacroTrends. "Libya Inflation Rate 1965-2025"
24- LibyaReview. "What’s Driving Libya’s Inflation Increase in 20242024 < s
25 - IMF. "Libya: 2023 Article IV Consultation". 2023
26 - Trading Economics. "Libya Interest Rate".
26 - IMF. "IMF Executive Board Concludes 2024 Article IV Consultation with
Libya". 11 2024 s

274 | African Journal of Advanced Studies in Humanities and Social Sciences (AJASHSS)


https://www.marefa.org/مصرف_ليبيا_المركزي
https://www.marefa.org/مصرف_ليبيا_المركزي

