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Abstract
This paper found noticeable time misalignments from the equilibrium path for exchange rate of the Libyan dinar. The
measurements indicated that during the periods (1974-1978), (1986-2000) and (2011-2017) there were overvaluation
states. In the other direction, there were undervaluation states during the periods (1962-1973), (1979-1985) and (2001-
2010). According to ARDL estimations« undervaluation may be the most suitable for an economy like Libya in order
to support and encourage the non-oil sector. Monetary policy in Libya needs to measure these misalignments annually
to determine the appropriate state of the economy for each period.
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(1) J s2£IFM-OLS results

VariableCoefficient Std. Error t-Statistic ~ Prob.

RRP 2.482053 0.392048 6.330999 0.0000

ROP -1.049076 0.392711 -2.671366 0.0102

OPEN -2.313496 0.422559 -5.474970 0.0000

D11 124.8918 42.89655 2.911465 0.0054

C 342.0808 33.26449 10.28366 0.0000
R-squared0.658400 Mean dependent var198.9127
Adjusted R-squared0.630515 S.D. dependent var84.58957
S.E. of regression51.41802 Sum squared resid 129546.8

Long-run variance4185.349

Dependent variable is RER.
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ARDL
Long Run

Variable  Coefficient Std. Error  t-Statistic rob.
MIS -355.2736 123.9211  -2.866933 0.0070
OPEN 1494.709 122.3652  12.21515 0.0000
ROGDP 0.968802 0.078656 12.31693 0.0000
D02 -122597.3 7462.815 -16.42776 0.0000
C -75531.81 10203.17 -7.402781 0.0000

ECT

CointEq (-1)-0.848869 0.103958 -8.165531 0.0000

Dependent variable is RNDGP
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ARDL cointegration and long run form Cointegrating Form

Variable Coefficient | Std. Error | t-Statistic Prob
D(RNGDP(-1)) 0.527332 0.105400 5.003152 0.0000
D(MIS) -525.5840 161.7990 -3.248376  |0.0026
D(MIS(-1)) 947.3893 210.9719 4.490595 0.0001
D(OPEN) 88.49918 110.9923 0.797345 0.4306
D(OPEN(-1)) -838.4249 144.3761 -5.807226  |0.0000
D(OPEN(-2)) -550.9617 118.2386 -4.659743  |0.0000
D(OPEN(-3)) -445.2037 163.2050 -2.727880  |0.0099
D(D2) 9422.942 18169.39 0.518616 0.6073
D(D2(-1)) 39371.44 12006.86 3.279080 0.0024
D(D2(-2)) 26401.34 12562.39 2.101618 0.0429
CointEq(-1)* -0.848869 0.103958 -8.165531  |0.0000
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Srell LS L) *Bound test
Null Hypothesis: No levels

F-Bounds Test Orelationship
Test Statistic Value Sianif. I?O) I?l)
F-statistic 0.723568  10% 2.2 3.09
k 4 5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37
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S UCAIINE PR

RAMSEY (RESET)-ARDL Test

Value df Probability
t-statistic  1.256951 34 0.2173
F-statistic 1.579926  (1,34) 0.2173
[
Normality test-ARDL*
9
Series: Residuals
84 Sample 1963 2017
7 Observations 55
Mean -1776.113
Median 437.4676
Maximum 35808.50
Minimum -71884.88
Std. Dev. 23434.25
Skewness -0.529490
Kurtosis 2.797635

Jarque-Bera  2.663812
Probability 0.263974
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Auto-correlation-ARDL *

Breusch-Godfrey Serial Correlation LM Test:

F-statistic0.223819 Prob. F(2,33)0.8007
Obs*R-squared0.682547 Prob. Chi-Square(2)0.7109

Heteroskedasticity-ARDL *

Heteroskedasticity Test: ARCH

F-statistic0.226060 Prob. F(1,48)0.6366
Obs*R-squared0.234375 Prob. Chi-Square(1)0.6283




