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Abstract
The main aim of this study was to investigate the nature of relationship between domestic public debt and
inflation in the Libyan economy during the period 1973-2021. In order to achieve its objective, the study
utilized linear correlation, cointegration tests, FMOLS method and Toda-Yamamoto TY long run causality
test. FMOLS findings indicated a long run positive impact of domestic public debt on inflation in the Libyan
economy. In addition, TY test results showed a causal relationship from domestic public debt to inflation
in the long run.
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:Introduction da¥iad) 1
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:Research methodology &) dagia 2

3yl JOA ¢ ol S aBY) & ad i) o sl alad) ol i Gl e (1) a8 ) Aabaally el Canll 23 50 58
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:Appendixes G 6

75 80 8 90 95 00 10 15 20 75 80 8 90 95 00 05
InINF InDEB
ol 6 i (n ) el el s ) (1) o8 Sl
Gl (s pdal a3 Cpiladadl Ldaa ol Auilaay) gailadd) 1(1) a8 Jgaad)
LNINF LNDEB
Mean 3.806911 -1.918801
Maximum 5.253217 0.438255
Minimum 2.193132 -4.477839
Std. Dev. 0.848033 1.086355
Jarque-Bera 1.460662** 0.405816**
Observations 50 50
** P-Value more than 5%.
) (g urdal pia ) Cpileduadl Baa gl Jda JLIA) £(2) aB) Jgaad)
Variables DF-min T Peron structural breaks unit root test Decision
InINF -4.104020 -4.157064 Non-Stationary
InDEB -3.827426 -3.827426 Non-Stationary
D(InINF) -5.415432** -5.971341%** Stationary
D(InDEB) -12.00297** -10.88855%* Stationary
** Significant at 5%.
Gl g e o Bl Y Jalad £(3) aB Jgaad)
LNINF LNDEB
LNINF 1
LNDEB 0.707620%** 1
** Significant at 5%.
Gl (g e (& idial) Jalsil) JLEA) 1(4) ad Jgand)
HP EG PO
Lc Tau VA Tau VA
0.174589* -5.931520** -41.42856** -5.946647** -38.58059**
* P-Value more than 5%, ** P-Value less than 5%
FMOLS 48k Jy shal) Ja¥) JMA ) cilala il 1(5) o8 J gaad)
Variable Coefficient Std. Error t-Statistic Prob.
LNDEB 0.168593 0.013700 12.30617 0.0000
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C 2.899651 0.046528 62.32079 0.0000
@TREND 0.049003 0.000994 49.28648 0.0000
D 1996 0.255852 0.081603 3.135332 0.0032
D 1997 0.292534 0.081496 3.589549 0.0009
D 1998 0.295040 0.081401 3.624524 0.0008
D 1999 0.256431 0.081386 3.150781 0.0030
D 2017 0.323784 0.083187 3.892233 0.0004
** Significant at 5%.
Diagnostic tests
Test type Test statistic Results
Jarque-Bera 3.446110** Normality
Correlation Q statistic - No serial correlation
Correlation square residuals - No ARCH effect

** P-Value more than 5%.

Toda-Yamamoto A& b aladialy &) s pstia (p Jughll s dall (8 dpud) ABMal) JL3) 1(6) ad Jgaad)

VAR Granger Causality/Block Exogeneity Wald Tests:

\Dependent variable: LNINF

Excluded Chi-sq df Prob.

LNDEB 11.11676 4 0.0253

All 11.11676 4 0.0253

Augmented VAR gsail Auadiil) c JL5ay)
Jarque-Bera (Joint)
Test statistic Df Prob.
2.632559 4 0.6211
VAR Residual Serial Correlation LM Tests
INull hypothesis: No serial correlation at lag h
Lag LRE* stat df Prob. Rao F-stat df Prob.
1 6.385428 4 0.1722 1.701216 (4, 34.0) 0.1725
2 2.369383 4 0.6682 0.595346 (4, 34.0) 0.6684
3 2.107511 4 0.7160 0.527548 (4, 34.0) 0.7162
4 5.462824 4 0.2430 1.435824 (4, 34.0) 0.2434
5 8.709340 4 0.0688 2.401544 (4, 34.0) 0.0690
INull hypothesis: No serial correlation at lags 1 to h
Lag LRE* stat df Prob. Rao F-stat df Prob.
1 6.385428 4 0.1722 1.701216 (4, 34.0) 0.1725
2 8.554115 8 0.3813 1.109674 (8,30.0) 0.3846
3 12.78856 12 0.3846 1.106389 (12, 26.0) 0.3958
4 16.59284 16 0.4124 1.061641 (16, 22.0) 0.4396
5 28.66505 20 0.0946 1.702072 (20, 18.0) 0.1308
VAR Residual Heteroskedasticity Tests (Levels and Squares)
Chi-sq df Prob.
93.98463 102 0.7018
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Inverse Roots of AR Characteristic Polynomial
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