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Impact of banking reform on Libya's economic stability
Standard study in Libya during 2000-2021 using ARDL self-

a. Sabah Omar Khalifa alSaadi
University of Sirte - Faculty of Economics
Lecturer - Economics Department
Sabah.omar2019@su.edu.ly

Abstract

The study examined the impact of banking reform on economic stability in
Libya by examining the theoretical relationship between banking sector reform
and economic stability variables. Where it aimed to know the most important
economic variables that include economic stability in Libya, And know the most
important indicators of banking reform in Libya, where the study followed the
inductive approach by reviewing the theoretical aspect of indicators of
economic stability and banking reform, The study also relied on data sources
issued by the Central Bank of Libya, The Eviews-12 program was used to
analyze the relationship between study variables using ARDL's self-regression
methodology. The study found that there is a positive impact of the independent
study variables in the dependent variable, i.e. that total deposits, gross bank
credit and widespread cash supply have a positive impact on GDP, and that the
relationship between GDP and GDP and gross credit supply is complementary
in the long term as it was inferred from the border test (test Bound and ECM),
and the estimated model is statistically moral, The study recommended the
development of banking system reforms to achieve economic stability leading to
a real balance in the economy. Coordinated with the economic reforms of other
economic sectors, and a stable banking system capable of channeling savings to
finance productive investment opportunities. that contribute to job creation and
the ability to increase productive capacity in the economy.
keywords: GDP, total deposits, total bank credit, extended cash offer.
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Vector Autoregression Estimates
Date: 08/22/24 Time: 01:48
Sample (adjusted): 2002 2021
Included observations: 20 after adjustments
Standard errors in () & t-statistics in [ ]
Y X1 xX2 X3
Y(-1) -0.113612 -0.152659 -0.004488 -0.141604
(0.37587) (0.12053) (0.01240) (0.11162)
[-0.30227] [-1.26660] [-0.36197] [-1.26865]
Y(-2) 0.715949 0.127348 0.002919 0.175397
(0.34637) (0.11107) (0.01143) (0.10286)
[2.06700] [1.14657] [0.25546] [1.70524]
X1(-1) -2.552750 0.338256 0.015792 -0.435095
(1.61195) (0.51689) (0.05317) (0.47868)
[-1.58364] [ 0.65440] [0.29701] [-0.908941]
X1(-2) 0.665911 -0.215693 0.150814 -0.544775
(2.01399) (0.64581) (0.06643) (0.59807)
[ 0.33064] [-0.33399] [2.27021] [-0.91089]
X2(-1) 12.58842 6.036509 1.127587 4.371830
(10.4681) (3.35673) (0.34529) (3.10860)
[1.20255] [1.79833] [3.26558] [1.40636]
X2(-2) -21.00185 -5.214310 -0.968021 -0.561028
(11.6917) (3.74908) (0.38565) (3.47194)
[-1.79631] [-1.39082] [-2.51008] [-0.16159]
X3(-1) 4.637619 1.016224 0.155232 0.778582
(2.22667) (0.71401) (0.07345) (0.66123)
[2.08276] [1.42326] [2.11351] [1.17747]
X3(-2) -1.462565 -0.355546 -0.200641 0.605437
(2.13031) (0.68311) (0.07027) (0.63262)
[-0.68655] [-0.52048] [-2.85532] [0.957041
C 70733.01 2403.774 4169.192 -13343.59
(40934.4) (13126.1) (1350.23) (12155.8)
[1.72796] [0.18313] [3.08775] [-1.09771]
R-squared 0.809317 0.962887 0.983907 0.976492
Adj. R-squared 0.670639 0.935896 0.972204 0.959395
Sum sq. resids 7.53E+09 7.75E+08 8195446. 6.64E+08
S.E. equation 26167.90 8391.061 863.1573 7770.792
F-statistic 5.835934 35.67405 84.06758 57.11543
Log likelihood -225.8462 -203.0988 -157.6123 -201.5629
Akaike AIC 23.48462 21.20988 16.66123 21.05629
Schwarz SC 23.93270 21.65796 17.10931 21.50437
Mean dependent 93242.34 57371.04 13488.68 57725.21
S.D. dependent 45596.65 33141.61 5177.204 38563.45
Determinant resid covariance (dof adj.) 2.05E+29
Determinantresid covariance 1.88E+28
Log likelihood -764.5506
Akaike information criterion 80.05506
Schwarz criterion 81.84738
Number of coefficients 36
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Painwise Granger Causality Tests

Date: 08/22/24 Time:01:41

Sample: 2000 2021

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
X2 does not Granger Cause X1 20 0.49948 0.6166
X1 does not Granger Cause X2 4.48078 0.0298
X3 does not Granger Cause X1 20 0.33705 0.7191
X1 does not Granger Cause X3 2.44969 0.1201
Y does not Granger Cause X1 20 0.26134 0.7735
X1 does not Granger Cause Y 0.51389 0.6083
X3 does not Granger Cause X2 20 4.08338 0.0384
X2 does not Granger Cause X3 4.99048 0.0218
Y does not Granger Cause X2 20 3.91325 0.0429
X2 does not Granger Cause Y 1.40015 0.2770
Y does not Granger Cause X3 20 3.71611 0.0489
X3 does not Granger Cause Y 1.18798 0.3319
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)

Asymptotic: n=1000

F-statistic 7.219274 10% 2.72 3.77
k 3 5% 3.23 435
2.5% 3.69 4.89

1% 4.29 5.61
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Dependent Variable: Y

Method: ARDL

Date: 08/22/24 Time:01:59

Sample (adjusted): 2001 2021

Included observations: 21 after adjustments
Maximum dependentlags: 2 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic): X1 X2 X3
Fixed regressors: C

Number of models evaluated: 54

Selected Model: ARDL(1, 1, 1, 0)

Note: final equation sample is larger than selection sample

bandwidth = 3.0000)

HAC standard errors & covariance (Bartlett kernel, Newey-West fixed

Variable Coefficient Std. Error t-Statistic Prob.*

Y(-1) 0.451387 0.144352 3.126984 0.0074

X1 0.040393 0.671314 0.060170 0.9529

X1(-1) -1.522559 0.854934 -1.780907 0.0966

X2 17.69048 4.647077 3.806798 0.0019

X2(-1) -21.16442 4.098925 -5.163407 0.0001

X3 2.310790 0.620300 3.725276 0.0023

C 31930.02 17625.47 1.811584 0.0916

R-squared 0.880204 Mean dependent var 89687.56

Adjusted R-squared 0.828864 S.D.dependentvar 47333.58

S.E. of regression 19581.26 Akaike info criterion 22.86373

Sum squared resid 5.37E+09 Schwarzcriterion 23.21191

Log likelihood -233.0692 Hannan-Quinn criter. 22.93930

F-statistic 17.14430 Durbin-Watson stat 2.333123

Prob(F-statistic) 0.000010
*Note: p-values and any subsequent tests do not account for model
selection.
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags
F-statistic 0.538998 Prob. F(2,12) 0.5968
Obs*R-squared 1.730993 Prob. Chi-Square(2) 0.4208
Test Equation:
Dependent Variable: RESID
Method: ARDL
Date: 09/01/24 Time: 15:07
Sample: 2001 2021
Included observations: 21
Presample missing value lagged residuals setto zero.
Variable Coefficient Std. Error t-Statistic Prob.
Y(-1) 0.145829 0.257043 0.567331 0.5809
X1 -0.308194 1.016329 -0.303242 0.7669
X1(-1) -0.097404 0.908409 -0.107225 0.9164
X2 -0.663428 6.704876 -0.098947 0.9228
X2(-1) 1.797167 6.012157 0.298922 0.7701
X3 0.073277 0.776918 0.094317 0.9264
C -7960.124 23128.59 -0.344168 0.7367
RESID(-1) -0.387934 0.381209 -1.017642 0.3289
RESID(-2) -0.069218 0.390257 -0.177364 0.8622
R-squared 0.082428 Mean dependent var 2.35E-11
Adjusted R-squared -0.529286 S.D.dependentvar 16382.86
S.E. of regression 20259.75 Akaike info criterion 22.96819
Sum squared resid 4.93E+09 Schwarzcriterion 23.41584
Log likelihood -232.1660 Hannan-Quinn criter. 23.06534
F-statistic 0.134750 Durbin-Watson stat 2.027304
Prob(F-statistic) 0.995856
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity
F-statistic 0.692380 Prob. F(6,14) 0.6598
Obs*R-squared 4.805470 Prob. Chi-Square(6) 0.5690
Scaled explained SS 1.886259 Prob. Chi-Square(6) 0.9299

Test Equation:

Sample: 2001 2021

Included observations: 21
HAC standard errors & covariance (Bartlett kernel, Newey-West fixed
bandwidth = 3.0000)

Dependent Variable: RESID"2
Method: Least Squares
Date: 09/01/24 Time: 15:31

Variable Coefficient Std. Error t-Statistic Prob.

C 7.69E+08 3.43E+08 2.238983 0.0419

Y(-1) -961.3972 2617.520 -0.367293 0.7189

X1 5318.975 18629.52 0.285513 0.7794

X1(-1) 11621.55 9641.049 1.205424 0.2480

X2 -87861.50 146697.4 -0.598930 0.5588

X2(-1) -14748.28 109418.8 -0.134787 0.8947

X3 315.8856 15800.33 0.019992 0.9843

R-squared 0.228832 Mean dependentvar 2.56E+08

Adjusted R-squared -0.101669 S.D.dependentvar 3.48E+08

S.E. of regression 3.65E+08 Akaike info criterion 42.53200

Sum squared resid 1.87E+18 Schwarzcriterion 42.88017

Log likelihood -439.5860 Hannan-Quinn criter. 42.60756

F-statistic 0.692380 Durbin-Watson stat 2.145606
Prob(F-statistic) 0.659821
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ARDL Error Correction Regression
Dependent Variable: D(Y)

Selected Model: ARDL(2, 2, 2, 2)

Case 2: Restricted Constant and No Trend
Date: 09/01/24 Time: 16:05

Sample:
Included observations: 20

2000 2021

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(Y(-1)) -0.417033 0.210596 -1.980256 0.0830
D(X1) 0.876584 1.012272 0.865957 0.4117
D(X1(-1)) 0.849773 1.040215 0.816920 0.4376
D(X2) 14.30109 5.102312 2.802865 0.0231
D(X2(-1)) 2.121781 7.657236 0.277095 0.7887
D(X3) 0.829799 1.072835 0.773464 0.4615
D(X3(-1)) -1.216089 0.971577 -1.251665 0.2460
CointEq(-1)* -0.381077 0.104426 -3.649265 0.0065
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Median 793.8016
Maximum  69699.86
Minimum -49219.42
Std. Dev. 35023.76
Skewness 0.225050
Kurtosis 2.021532
l l l Jarque-Bera 1.063324

Series: Residuals
Sample 2000 2021
Observations 22

Mean 4837.946

Probability 0.5876280
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