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Abstract:

The relationship between inflation and financial development still attracts the attention of
many economists, but this relationship has not been resolved yet. This study attempts to find
out the relationship between the rate of inflation and the development in financial Sector in
the Libyan economy, by applying linear and Non-linear autoregressive distributed lag model
during to the period (1990-2021). The results revealed the existence of a linear relationship in
the short and long term between the variables of the study, where the inflation rate had a
negative impact on the financial development in the short and long term using the (ARDL)
model. The (NARDL) model tests also revealed that the effects of the inflation rate on the
development in the financial Sector are not symmetrical in the long term.

Keywords: Inflation The Development of The Financial Sector, The NARDL model, Libyan
economy.
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Adled) o puanlly dasvgal) lpuanl) aaeiiy Shin et al. (2014) oysh 63 (NARDL) z3sad g
t V) il o ol mumg (Sang Jiisall i)
Xt=X0+Xt++Xt—..................... (2)
Xt Jaiaaall yuiall G gally Al clysill A85al) auslaal) (0 3 X7, X
: A KT Alsbaall aass ML,
Ye= a+,8+Xt++,8_Xt_+ut .............. (3)
Lol a1 8 dbladl el clded) e s BY, B
r A il e X X e g
Xt+ = th=1 AXj+ = th=1 maXx (AX]', 0) , Xt = th=1 AX]'_= th=1 min (AXj,

2 Pesaran et al, (2001) z¢ 85 NARDL z3geil dslall d2lpall sale] (Sar by
th WS (1) a8y daledl

+ _+ - - p—1 p—-1 + + —A
Ayt - pyeq + 91' Xttt 91' X t1t Zj=1 ¢[_’Yt—1+ Zj=1(vj Ax t—jt Vj Ax t—j) + &

Al (Boyd et al, 2001) 4w e Al ciluhally LaladY) V) e g Y s

APC/det:pPC/detfl + 9j+ Inf+H + Qj_ Inf ¢+ 9j+ Rer+t71 + Qj_ Rer 4 Zg);ll ¢[
Vi1t 25-):_11(Vj+ Alnf+t_j+ vi Alnf ) + 2?:_11(Vj+ ARer+t_,-+ vi ARer ) +e&

UL

sk 08 e e sas el sl @l (e L€ Alal Cijladl) (e palal) ¢ Uadll a3l L) :Pe/Gdp
() ) Il g Usal

() Jgiall piall) adcaill JaeatInf

(bl St yaadl) agal) oyl jew:Rer

(S b Ciyene ¢ Jsall i) ralilad) ran
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dddliallg ilisl)—
iyl Cilpriad sangll ysda LA) emy ol Csha L sadl Ja
Baagll jia Jlddl -

oz gailly dabiaal) clpaaiall dpia3ll Jedlad) dphiiad (g2 waail (UR) asgll jis Lol aadiey
Jkasls «(Augmented Dicky Fuller(ADF) Lshall i S jlad) e Ciadel dalyall o3a
ale 6 o (S SN sl diyra (3o chLEAY) 238 WiCa Eua o(Phillips-Perron (PP)

t U Joanll DA (e CHLERY) 038 macag (Sag eyiine duia)l Alualud)

I(1) Js¥) G 1(0) Ssimsall
Ola Prob Prob cfyiial | Lasy)
Jalsil) el as VLN
O oladly aliaa | Oy | oladly | olbas

(1) | [-4.383] [-4.383] | [-4.333] | [-1.365] | [-1.217] | [-1.643] | PC/GDP
#(0.0001) | *(0.0084) | *(0.0020) | (0.1561) | (0-8885) | (0.4487)
D) | [-5.214] | [-5.016] | [-5.113] | [-1.939] | [-3.285] | [-3.249] INF | ADF
#(0.0000) | *(0.0020) | *(0.0003) | (0.0514) | (0-0887) | **(0.0271)
1) | [-4.115] [-4.236] | [-4.060] | [-0.293] | [-0.737] | [-1.311] RER
*(0.0002) | **(0.0118) | *(0.0039) | (0.5715) | (0-9605) | (0.6110)
I(1) | [-4.299] | [-4.399] | [-4.217) | [-1.390] | [-1.194] | [-1.630] | PC/GDP
#(0.0001) | *(0.0081) | *(0.0027) | (0.1494) | (0-8935) | (0.4550)
1) | [-6.361] | [-6.1721 | 1-6.385] | [-1.849] | [-2.151]1 | [-2.218] INF PP
#(0.0000) | *(0.0001) | *(0.000) | (0.0621) | (0-4979) | (0.2042)
D] [-4.097] [-4.222] | [-4.042] | [-0.431] | [-1.010] | [~1.468] RER
##(0.0002) | **(0.0122) | *(0-0041) | (0.5186) | (0.9274) | (0.5356)
[ 5<Probaed () palsdy) O e sang Jda 4l i) dsjieal) Gyl iAdase Gfialll dlae ) (e 2 jradll
LSl e %55 %1 (s5ise vie daginall Jas ¥* 5 * 5 T-Statistic dad

Ne B e Auhall dae duell) dedbadl o (1) a8y Jsandl P (e Ll milull G
Basg i e ggiad diaill Jedladl o e (ab @l gl Gl Jsdl Blas (l(0) (g5l
sl Jsdg (1) JsY) @il die Ghhall [yl (mby 5 Ly %55 %1 Ligias (Ssine 2ic
dogina (S5 die Bangll Hda o (geiad Y Auhall dae diedll Judld) o e aty ) ol
%55 %1
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yidad) Jalall agaat) jLad) -
Bound ) asasll ladl aladial o (Shide JolSs) JaV) dlsh 495l dDle a5ag e riSU
Gy (el pUady) 558 aasny agi SLEAY) 1 elya) Jé o(F-statistic) dslas) 335 (Tests
(1.1.0) & (ARDL) zisal ela) 858 Jumdl o Ladly us (AIC) Lline e dlae¥l
«(1-1.1.0.1) . (NARDL) z3sais

Cradsall (Bound Tests) agaadl jlas) 3(2) a3, Jgaall

NARDL giga ARDL giga

F.statisic | K | L) sgoall | da sl il F.statisic | K | Ll ag0all | dayall sl
5.06 %1 6.36 %1
[5.8933] | 4 4.49 %2.5 [5.4291] | 2 5.52 %2.5
4.01 %5 4.85 %5
3.52 %10 4.14 %10

Tstatisic | K | Ll sgall | da sl il Tstatisic | K | (b)) spaall | da sl il
4.6 %1 4.1 %1
[5.8933] | 4 4.26 %2.5 [3.8892] | 2 3.8 %2.5
3.99 %5 3.53 %5
3.66 %10 3.21 %10
Lide JalSs a5as Al Lpdie JalSs a5as Al

skl U1 3 i JalS5 ADle aa g Y il dpia @l slaadle Gl dae) G 1 jaeadl)

z3lill (F-statistic) ded o) aadl ((Bound Tests) asaall ladl i (2) a8y Jsaadl sy
(Giusa Y Llal) 3g0al) jslai as (NARDL) 5.89335 (ARDL) giseil 5.4291 cual,
QoS5 Ao dgag pdey el A Gl asll (ad) S lae (aadsaill Lowalls %5 dagica
3y Gl ey () bl il sy el puaiall ) Alfial) cpustiall (e 40 ide
Sehadll 8 Ji ¢ cpndsaill 8 Al Jae el o Ja¥) dbsh Al ADle agag (re U
Aghdll s dhall Bl i ) A
ARDL gigai Jushall Ja¥ls suaadl) Ja¥) cilalea juais —
zisad oghall Ja¥ly il Ja¥) & Ddadl) Al i il G Jeand) ase
.(ARDL)
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ARDL g 35ail Jighlly jaeadl) da¥1 b 28N ks 1(3) a8y Jsaal)

ARDL _uadl) Ja¥) cilalea
il Coeff. Std.Error T-Statistic Prob.
C 15.84491 4.184342 3.786715 0.0009
PC/GDP(-1) -0.447578 0.115079 -3.889297 0.0007
INF(-1) -0.174069 0.083399 -2.087185 0.0472
RER -5.151452 1.464291 -3.518053 0.0017
D(INF) 0.070450 0.088719 0.794082 0.4346
ARDL Jushall Ja¥) cilales
Ela Coeff. Std.Error T-Statistic Prob.
INF -0.388912 0.186131 -2.089461 0.0470
RER -11.50962 1.871919 -6.148570 0.0000
EC = PC/GDP - (-0.3889INF -11.5096RER)

EViews—13 clajia e alaeVU bald) dlae) et el
dalae 435 La 138 aghall Ja¥) 8 sl A Ay 48 o aSBY Jonal) 23l e Lol
Jaes Aoy o) gl PS5 (sinn die Aiginag Ll a5 —0.447578 (gils ) adl) mm s
=2.23) s> Bprien (5} %44 Jaew o5 Jishal) JaY) B G5l gl ) Bagally clasll

Oy Ok (1/0.447578

Sl slally admill Jana o IS G dilan] A3 53 e 50 dsag o Joaal) iy IS
Aoy M) kil (mlaas) ) s %1 Ay pdimill Jana 5305 of us cJushall daY1 8
A ekl e dilas) AN 53 ol A dall Cpall jed oS Laad «%0.388912
iy JI skl (mliadl e dan %l dasy Gipall jae ) LlSE (gl JaY)
%11.50962

NARDL g isai Jighll Ja¥lly juadll Ja¥) Clalaa pads -

zisadl Ll doghll JaVls jpeadl) Ja¥1 3 dhadll e ALl iy ag Bshall sda B

.(NARDL)
NARDL g39ail Jaghlly saail) da¥) b 2 s 1(4) a8y Jsaal)
NARDL _sadll Ja¥) cilalea
o] Coeff. Std.Error T-Statistic Prob.
C 20.64872 5.001970 4.128116 0.0005
PC/GDP(-1) -0.623949 0.153347 -4.068864 0.0006
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INF_POS(-1) -0.829566 0.230697 -3.595904 0.0018
INF_NEG(-1) -0.018273 0.103691 0.176226 0.8619

RER_POS -3.209840 1.601433 -2.004354 0.0588
RER_NEG(-1) -28.53859 7.303177 -3.907696 0.0009
D(INF_POS) -0.153443 0.217667 -0.704945 0.4890
D(INF_NEG) 0.313528 0.185665 1.688681 0.1068
D(RER_NEG) -9.788853 8.462303 -1.156760 0.2610

NARDL Jushall Ja¥) cilales

Ela Coeff. Std.Error T-Statistic Prob.
INF POS -1.329540 0.459204 -2.895316 0.0089
INF_NEG -0.029286 0.168884 -0.173409 0.8641
RER_POS -5.144391 2.085290 -2.466991 0.0228
RER_NEG -45.73863 13.08834 -3.494608 0.0023
EC = PC/GDP - (-1.3295INF_POS -0.0293INF_NEG -5.1444RER_POS -

45.7386RER_NEG)

EViews-13 clajia e dlaeYh cfialll dae] (et il

dalee 4ui Lo 128y Jishll Ja¥) 8 daligl) ADa)) daay 383 o (4) ad) soal) @l i
Jast ey o 6l 5 (gsie ie Liginag Al 25 —0.623949 (gls ) Uadl) oo
=1.60) s> Byriey (5} %62 Jaeas o5 Jishll o) 3 5l gl ) Bagally cladl]
o Ay A (1/0.623949

%5 (g5iwe die dblaan] A3 53y alu S g OIS adcail) Jaedd dangal) iyl of cps b
o dani pamill Joad dangall @bl o Gus skl Ja¥1 & W) g Ul el e
e L OIS aaiail Jaead ALl @yl iy «%1.329540 Jlaie (Jlll odaill (anias
Spas Gt Lavied ashall Ja¥) 8 ) g Uadll ol o %5 (g5 die (gsina gt oSy
OS LS %0.029286 larey Jul gl okt mas o Jed adaill Jaed ddl
%3 dgine Grise de ddlas] AN 3 odu S sl Cipall el Al dangal) sl
G 65 il Capall e dasall chsallh (ighll Ja¥1 & JW) g Ul el e
skl Galiasl ) s Al il (%35.144391 st Sl g Usdll el (mnias
%45.73863 )sias I
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(Wald Test) Jilaill jlas) -
N s Al ) Glales ge lgasladis gl charil) Glalas e 2SI LAY 138 ask
) Lhd e o (Ablae) dha La da il prially Aliicd) cilysriall (A a6

(Wald Test) Jilall jLasl :(5) a8y Jsaall
5l il piciall F-statistic Prob. LBl dass
Jushall Jady) INF 10.4769 0.0041 S aag Y
" RER 10.2886 0.0044 S aag Y
] Jad) INF 2.29588 0.5925 Sl g
RER - - -

Bl aag o jrall dacajdll- tikadle LEViews—13 clayie e slaeVh sl dlac] (el
sy Aliiaall Chriall G Al e A @l doghall a1 8 4l ) mlll cliags
de el $la are o pay @3 il ol Jods @l Gl ady e Les gl
JaV) 8 Ly edglad pe daplal) iyt o dshall Jal) 8 3D o gl (%5 Ligins (551
Dl dage gt oS! bt I olailly aiile of (o) Abilaia il Jana Cilales cilS juiadll
skt e Capall e dimse Gilera gl angy YV K (%5 (s die Cilalaall digina adal
el 1agd Bl Hlas) eha) oKa Y () aalll Ja¥) b L) g Ual
s omadgaill duandldal) eyl -
ae kasly I Lalay¥) Las) gie chlas) sae Auhall Crerdied Gpuldl) JSLadl e Caasl
28 Y ) @l payll o il @Sl pandll da okl gl ladly cplall @il
p M Joandl 8 Cpe 58 LS cpuldl) JSLEAD (ye g Slail) shag (AN cllaadll A

Oendsail] dpminll ShLsaY) 1(6) a8y Jaal)

Lpaddall ¢ asy) ARDL giga NARDL g
U< s
F-statistic Prob. F-statistic Prob.

Serial Correlation/LM 0.800313 0.4613 1.128827 0.3453
Test: Breusch-Godfrey

(ARCH) 0.533472 0.4714 3.179475 0.0862

Normality Test: 1.041861 0.5939 0.243742 0.8852
Jarque-Bera Test

A aag Y il A yill- rdlasdle LEVieWs—13 claie e aldieWh pfialdl dlae] (et jaadl
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NARDL g isaiy ARDL gigail ASgl Lt} cplis) -
Ramsey laal duhall crerdil (Al clyss 6 o Canagll sou e z 3kl gla e B
.CUSUM of Squares s CUSUM sl

ceadsaill (Ramsey) ladl :(7) a8 Jsaall

syl ARDL gisai NARDL g
Ramsey RESET Test F-statistic Prob. F-statistic Prob.
0.723974 0.4033 1.653083 0.2140

Aae 2298 Y djeall Lyl rddaadle LEViews—13 clajie e alaaeWh Gdialll slac) (e 1ol

>25«ll (CUSUM of Squares) Juisls (CUSUM) _ldal 1(3) a8 J<al)

14
15
12
10 1.0 —
PN -
5 // 0.8 //
p — 7 0.6
0 ///// 0.4 = B
-5 02
0.0
-10 02
15 -0.4
9% 98 00 02 04 06 08 10 12 14 16 18 20 9 98 00 02 04 06 08 10 12 14 16 18 20
—— Cusum 5% Significance ARD L —— CUSUM of Squares 5% Significance
16 15
10
12
- 5 — P T
08 e P N
0o~
04 PEEm———
P -5
00 - 10
0.4 -15
02 04 06 08 10 12 14 16 18 20 02 04 06 08 10 12 14 16 18 20
CUSUM of Squares 5% Significance NAR D L —— CUSUM 5% Significance

EViews—13 clayia Ao alaeWU ofiall) alae) (et jdadll

Dbl SIS (zhgal)l Chragi spw AShe dag Y 4l iy Al aselly Jsaall DA
Sl daals e adgail) alaaly
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:duadAl). 9

ook e dalgl Aol cldsall (e spliel adcaill Jaee S dijee duhall sda culgla
DY) Daagie dayal) Caerdiul 5 .(2021-1990) sl Pla alll slady) 4 ) g Usall
Non-linear autoregressive 4kl e ARDL 4dadll dejsall slay) gl 1)
Jaead ol ) 3sng a9 duhal) G d jlidl Jal (e cdistributed lag model (NARDL)
Aol ) il G A o i dsagiall sda o Cum o Il g Uil sk e pdall
G Al chaally damsall chrl) il 8 ) @l o (ol o(Ailae) Aoyl (e Y 8

t YIS Ly Clagiy il sae ) Ayl Ciliags addi Le DIA (g5 ¢l 4048

:@‘Gﬂ\

sl Al dulgs Ae 2929 (Bound Tests) el Jalsall agasll jloal ils ey -
) 558 DA il Jas g

Ja¥) B dss Al asas oo (ARDL) dejsall clsaidll (A lasiV) il jiul
sl Ja¥1 4 Lo ADle sgag IS (I g Usdll shiig adaill Jaee gkl
cHlell g aall slaig adiaill Jaea (g Jaghallg

iDle 3535 o (NARDL) adll ye dejsall elaiy) clidl I jlasiy) mils ekl
&l dsny axe S (W g Ul sk st Jaes Gn Jishll da¥) 8 Ag)ls
Gl of 2l mag lin ¢ Sl gladll 8 ki st Jaes o el Y
g Vs cdashall da¥1 8 Il g Uil ol e b 5 Ll OIS adicail) Jaeal dungall
cdashal) Ja¥) & Ml g Uadll el e adil] Jaeal ddladl el puall

Jae gliny) ) baaly Il g Uil jekaiy adomil) Jone o danal) 383 o Jsi) oSa
5Ly e der LS cAbld) Laml) 5oV LlaaY) S saly ) ap @ adal)
Aadgiall L)Y aaas (mlias) ) gag L 13y cOleleally cilagleal) (oIS saliyy il
als (e 13y cpalall g Uadl) e olady) e callal) (mleasl ) g WS o)
@A LAY ccnliall Jie dgiis Joaal ) agllsal digais iyeiieaaly gudaal ald ) sas
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i) @l ) daall Clead) e palall g Uil axgall Gla¥) L aliddl ade (o5

LSl g Uil el s Laa ¢ laay)

Cane @iy ) g Uadll Ao sgail) Gyt dal (e degiia cullu] cilesSall aadius ol —
s sl aliaV) A ad) Gl B e il waat e pdaill Jaee ¢ i)
Al Ll Clssssall Slse o ilia

: Cilaa gl

sl Y e aaedt Caags Adlal) sbd) ae Aol Aubiad) JulSS (659 pall (0 -

sl e Al ¢ Loy (g28l) ag prall ansds DA (e adail) T dallae —

Aaie¥) e gl Jsall 7Y aadsy ala@Y) il e Joall LasSall ilgall Je -
il e aall Glylgll e

Bagagall haaall s e Jeall dpadll g Uadll polas cuils ) ol Sl Goull Jonts
- Al g adll =)la
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LAl

8l Al blas Al ) Ll B (alaiBY) saill e ) skl i (uld (2022) LJia a2 aea) ]
L sl jee dradls | _piwale £, (2020-1980

3 deal waudl) | olaBY s Fpilly 25l (2002) ol 23 sy st o oean e plasi 2
ol g pall 1 i mbll (O el by s deal s (3IAD)

Al o Il el Al b 8 5ol ety Al bl gl sk (2017) ses Ohs 3
AL Sy o Aaela 1l o] 5550 da g bl - aall 5 e 5 ¢l G Al

Ll b ) sl e ol S (2019) palal o Siallse s pae Sldlse 4
137-111 cilasall < 30 ¢ xolad dlas

Alaall 8 Galall JLeiiuy) 8 adailly e sSal) g laind) @y il (2020) meadd) Gl e 5
150-131 Claiall ¢(2)7 sdoleaidy o slell 4uiy, ¥/ dsall A3 ) Gy yal

sl Ao 352l (3 slaBY) saill e 8 aall Sleall ki 5l GilE (2011) SIS 2ea Jlee L6
194-179 csiall (64) [7 dy oYl s dolaiy/

Aaa . 2018-1980 sl I il all (4 kil g adail) (o d8Mall(2021) A Cana sl 7
584-567 laiwall «(8)] e ylo¥ls Lulsally Lilal] sl ol

Ll (Gl ph elan g sl 5 yla) A peaadl 5 dpaiill Cileliaay) (2022) .S el L Cojas 8

L sidl el el (s Jsn A Sl gladll elal e szl T (2006) Lemsi gaae 9
23-8 cilaiall ¢ 2 cdolaiy/ Clulu/ 5 Laitll iso

2011) sl JMA alll ALY 8 pdumil)l Qb (2020) .22 zlite Cislae  jiall 7 b Ciug 10
34-19 Saiall ¢ cdpalell dsall (2019

1 el ARl aa) sal)
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