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Abstract:

This study aims to analyze the impact of international reserves on the exchange rate
in the parallel market in the Libyan economy during the period (2014—-2025), in light of the
economic fluctuations experienced by the country. The study is based on quarterly data and
employs the Autoregressive Distributed Lag (ARDL) model to examine the short-run and long-
run relationships between the variables.

The empirical findings reveal the existence of a long-run equilibrium relationship between
international reserves and the exchange rate in the parallel market. The results also indicate
a statistically significant negative relationship between the two variables. This can be explained
by the fact that higher levels of international reserves enhance the central bank’s ability
to intervene in the foreign exchange market and support the domestic currency, thereby
contributing to a decline in the parallel market exchange rate.

Based on these findings, the study recommends strengthening international reserves and
improving their management, as this would support exchange rate stability and reduce its
volatility, ultimately contributing to overall economic stability.
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(Jrshall Ja¥) (8 7 gall) clalra il milid (3) Jgaa

Variable Coefficient Std. Error t-Statistic Prob.
LRES -1.850709 0.410763 -4,505541 0.0001
LMS 1.696634 0.155130 10.93685 0.0000

CPI 1.363028 0.422311 3.227549 0.0025
C 2.812194 4.886188 0.575539 0.5682

EC = LPER - (-1.8507*LRES + 1.6966*LMS + 1.3630*CPI + 2.8122)
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Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LMS) 1.483871 0.242042 6.130624 0.0000
CointEq(-1)* -0.439698 0.068841 -6.387193 0.0000

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C 1.236516 2.118821 0.583587 0.5628
LPER(-1)* -0.439698 0.087918 -5.001209 0.0000
LRES** -0.813753 0.243428 -3.342891 0.0018
LMS(-1) 0.746006 0.191864 3.888206 0.0004
CPI** 0.599321 0.209718 2.857743 0.0067
D(LMS) 1.483871 0.294314 5.041804 0.0000
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Series: Residuals
Sample 2014Q2 2025Q3

Observations 46

Mean 4.52e-16

Median 0.007086

Maximum 0.182928

Minimum -0.166171

Std. Dev. 0.082089

Skewness -0.078824

I Kurtosis 2.829807
.. . ... Jarque-Bera  0.103152

015  -0.10  -0.05 000  0.05 010 015  0.20 | Probability 0949732
(Jargue-Bera) (&) sl Aladad aghall 35 JLE) (2) JSi
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Breusch-Godfrey Serial Correlation ) aladiuly 3 gl 514 bl Y1 LSS (5) Jsa
(LM Test

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

F-statistic 0.098616 Prob. F(2,38) 0.9063
Obs*R-squared 0.237521 Prob. Chi-Square(2) 0.8880

Eviews sbaa¥) guali ) guiliil 188 5 ciliald) slas) a2 jhiaall

sUadd) aa ol Ll ade LAY (I

5 (Arch) Jba) axdie tadll 5 gas s cpliil) Gl aae Al (e ST LAY 13 (5 ya
S s ol a3l (6) Jsn IS e ¢l il pae S G (e 3 5al) IS 1Y) Le o
Y zasaill O Fir Le 4 sinall Ol sl s e ST 225 (0.11) 4dlaial 5 (0.11) <i\S (Arch)
Lokl el Al (e (Sl

(Heteroskedasticity Test: ARCH) Uaddl aa ¢l il axe L3 (6) Jg>
Heteroskedasticity Test: ARCH

F-statistic 2.582593 Prob. F(1,43) 0.1154
Obs*R-squared 2.549584  Prob. Chi-Square(1) 0.1103
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(Ramsey RESET Test) zisaill daida sa JLEA) (7) Jo2>

Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values

Specification: LPER LPER(-1) LRES LMS LMS(-1) CPI C

Value df Probability
t-statistic 0.625687 39 0.5352
F-statistic 0.391484 (1, 39) 0.5352
Likelihood ratio 0.459448 1 0.4979
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Forecast: LPERF
20 — - Actual: LPER
/ 71\\ /"/ - Forecast sample: 2014Q1 2025Q3
16 / \\%\ /’\/ - s Adjusted sample: ?01402 202503
/ ~ Included observations: 46
12 / Root Mean Squared Error 0.092776
/ Mean Absolute Error  0.078057
08 Mean Abs. Percent Error 5.587878
Theil Inequality Coef. 0.028325
0.4 / Bias Proportion 0.000085
Variance Proportion 0.018590
0.0 Covariance Proportion 0.981325
14 15 16 17 18 19 20 21 22 23 24 25 | TheilU2Coefficient 0.646145
Symmetric MAPE 5.538282
—— LPERF +2S.E
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