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Abstract:

This study aims to analyze the impact of trade openness on the real
exchange rate in the Libyan economy over the period (1990-2024),
using the Autoregressive Distributed Lag (ARDL) model and the
Bounds Testing approach to examine the existence of a long-run
relationship among the variables.

The results reveal the presence of a long-run cointegration
relationship between the real exchange rate and trade openness, real
GDP, and inflation. The findings also indicate that trade openness
has a positive and statistically significant effect on the real exchange
rate in the long run, with a coefficient of (0.1282), implying that a
1% increase in trade openness leads to an improvement in the real
exchange rate.

In contrast, no significant long-run effects were found for real GDP
and inflation. Furthermore, the error correction term was estimated
at (-0.873), indicating a high speed of adjustment toward the long-
run equilibrium.
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These results reflect the limited role of productive and inflationary
factors in determining the real exchange rate in the Libyan economy,
compared to the dominant role of trade-related factors associated
with the rentier nature of the economy. The study concludes with
policy recommendations emphasizing the need to rationalize trade
openness, diversify the productive base, and enhance real exchange
rate flexibility to achieve greater economic stability.

Kay words: Real GDP, inflation, Rentier Economy, Marshall—-
Lerner hypothecs, Balassa—Samuelson hypothecs, Purchasing
Power Parity hypothecs.
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gl =llls (RER) sl Cipall jaw o IS5 (INF) pacaill (g ddaissia
commial cpda aliails O adill e i) of () e L« (GDP) Jlay)
slaall il e Ui Uinga Ualiy) (TO) glall L) day0 dauts LS
(lad) ol aBY) il aey & (laall ZLaY) s (eSay Las ¢ Jlaa)
Oa Loy b Ll pdimilly iial) Cipaal) e )ladll # i) Ake au
39ag S bl 5 Gle angy el Sl e Aldas Gl @il
Sl 5plie G Ae 3535 ) alls ix o g0 ibiall (s daga Cilladls

(1) I
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pEE| AN PSP B
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Al il JSaN (1) 8, (<8

Time Series A—uf;all cfyiial Auiajl) Jud ) el jLid) .2
:Stationary Test
U (golid cabidl) Jidail) Al Bgkad diadl) Jedladl dphiiad lad) e
oyl Dylasy Al a8V Dl il 73l aaaty G lasiY)
S2a L) Vsl (gy9 yall (pad iyl 338 (DA A< cilarwal ol L)
Sl L) il @als () e die) Al JST S LS 35a5
Do = sls <Multiple Break-Point Test alasi wb Break-Point Test
Ayl ciall L3l Jadlad) muen 8 Ll )Ll 3905 SCHWARZ.
33 as Augmented Dickey-Fuller &uiejll dudd) L) Hlial 5 adles
o Aaase & LS (el Anadll ALl 3 gl LS asag Slae VY
+(3) Jsand
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Sl ) e Bangl s LA (3) o) Jyaa

UNIT ROOT with Break TEST RESULTS TABLE
At Level
LRER | INFLATION | LGDP LTO
With t - 3
Constant | Statistic | 0308 | =3.758957 1 197800 | 4.176029
Prob 05018 0.2538 0.01 0.1046
: NO NO ok NO
With
- -2.99421 - ]
Constant & | ¢, i ctic 4039485 11930408 | 5.467064
Trend
0.9132 0.3476 0.01 0.01
Prob. NO NO Hokok stk
At First Difference
D(LRER) = D(INFLA) | D(LGDP) D(LTO)
With t - }
intercept Statistic | 4767023 | 061922 | - 6.464818
0.0195 0.01 0.01
Prob. ek x| e
With . ] .
intercept & | g vistic | 4.9536g2 | 0009980 oo 6312953
Trend
0.0379 0.01 0.01
Prob. sk O s

G &y giag (World Bank) 1o dis) ciliby o 13l cliald) s) at i)

Saa¥) adll mll e sl e o aoiy Jeaall b 5alsl) bl DA e
380 aa e g8 Churiall U L c(g5idl vie e (LGDP) sl
V) dledd adoal) Sledl ag %5 dgien (g5 ase die JoVI (B
() & huiall JalSill @ilas o) () ¢ adall Cayall jaw Linjlesly oglal

.
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sUa) il (SIA Iaaiy) zigad aladt s o ulill) g dgalll puads s Ll

:ARDL 45 gall
G Al e clyiall Liadl) Jeadlall Al alas) zl e 3l
(1) Js¥) @l xie 8y call (g (Io) (ssiasall die Byficall (pa calpiiall il
Gl (3 I i) zigat oo Allad) sde b )l £ 3ead) Gl
g 0sS5 of ki Y a5l ARDL z3sad u ¢ARDL dejsall dia)l)
B al) il G alie 4 LS ol G (g AalSie z3gail i)
(il yiall dejsall daiaill culjial) 550 Ay ARDL 73l ey eclld ) diLaY
ARDL z3sai debua sig . dgaill clyitia g JaY) dlighally 5y0ail) oyl

13 Adaleal G

A(LERE,) = ¢ + yLERE,_, + BLOT,_, + ®LGDP,_, + OINFLATION,_,
n m

+ z a,A (LERE,_)) + Z a, A(LOT,_,)
i=1 i=0
k f
+ z as A(LGDP,_;) + Z a, A(NFLA,)) + iy

i=0 i=0

tua

ldadll a8 0D fey

-z gelll iy sfkamen

haal Gopdll ) s A

bl panlall dnjlelll I sl iDL

ARDL z3sai 0ld ¢ —aill Ja¥ly Joshall Ja¥) liles cilpais e 2l
Al dxual) a6 (3¢44402)

ALRER=0.453ALRER-;+0.776 ALRER;—>+0.0689ALTO:
—0.0734LTO:-1=0.0604LTO-2—0.061ALTO:-3+0.021ALGDP;
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+0.0184LGDP;-1+0.0154LGDP-2—0.003164INFLATION;
—0.873ECM;-1+&t

T asai aladi l A5 Aal 43)g a8 ARDL zisai oo ) dlaladl) o280
an e et o Ja¥) spmd V) Al calinl) agaal) e Gua ladl) s
Z Yy gl oyl jew Gm JaY) Alsh &5l A0 Uadl) s
5L Uadl) i Jalaa el dy cpamilly M) Asall lilly (gylal)
DIl jlase ) i) puiall 3ase dejpue 2S5 L cdalle Ailaaa] ANy 4L
Y digha
ARDL Bounds Test agaall JLiaN & ddall Jal<ill ladl -1

(Al chaially ) sl g JaY) dlish dls ADle dgag (53 LESY
alaasn ) 5 cARDL zisad 2aat 2y o (Bounds Test) asasl) jlaal L‘g);’i
On oY) bl 405 ADle 3gag oo o 2SI (Bounds Test) agasll Lol
el g —nall F-statistic 4ad d3lie Jo Los¥) 12a 588 a8, .l i)
oab) g AV anll e ST A cadl) Ladll CulS 13 Llally Liall dajal)
cbuiall o Ja) Algla @l e JolS5 ADke 25mg e Ju e cpdall 4y ajd
F-) —J dswaall dadll o and Cum cagaall jlad) 35 (5) Jsandl sy
cLsiwe vie (Upper Bound) oY) aall dad e ST (Statistic=5.7426
i Lae carall A by (S o Jlly L% 10 5 %5 %2.5 Pl Lisiedl
5 DA 5wkl psially i) el c Ja¥) Aligh 4l A8l 35ag
Jibail ARDL 7 35a3 aladialy Unall sepma Aloles padlainl ac s 1385 . 4udfyal
Ja¥) abishy Bl LSl
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agaal) LA dadi (4) pdy Jgaal)

F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Value Signif. 10 1)
Asymptotic: n=1000
F-statistic B.T42625 0% 297 374
3 Bt 3.38 423
2.5% 3.8 4 68
1% 4.3 523
Actual Sample Size 27 Finite Sample: n=35
0% 3.29 4 176
B4 3.936 4918
1% 5.654 6.926

Finite Sample: n=30
10%a 3.378 4274
) 4048 5.09
184 5 666 6.988

Cijpmas @y gdiag (World Bank) Jsall elisl) cliby Ao ilais) cliall)l e et jduaal)
-EViews 12 zalin aladicb ((giSal) Lt

D o alae¥) &5 el o Al il ARDL z3gai Jadl HLaaY
iad o3 i (3¢44e2) ARDL zisa of ghlail) cuplil L(AIC) sl
BeliSl) Cum (e dBs ) i Laa cdlad) g 3lailly 3lia (AIC) SUST hadd

o yil) 82l Aleany)

ARDL Long Run: Jysh!) Ja¥) 8 Ol Alslea jpaii -2
s ¢ el z3gaill (Jishall Ja¥) dslae Cilalas 3385 (6) o) Joaall miagy
P il e gt lia S

LRER = (0.1282*LTO -0.0253*LGDP -0.0015*INFLATION +
0.0034@TREND)
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(3c4ch2) gigall Jashll Ja¥) Lslas (5) o) Jsaal)

Levels Equation
Zase 4: Unrestricted Constant and Restricted Trend

Variable Coefficient Std. Errar t-Statistic FProb.
LT 0128224 0.0471495 2716896 0.0237
IMFLATICON -0.001526 0.0020%7  -0.734911 045811
LGDP -0.025289 0.036584 -0.691253 0.5068
@TREND 0.0033349 0.001505 2251942 0.0508

EC =LRER - {01282*LTC -0.0015*INFLATION -0.0253*LGDP + 0.0034
*ETREMD)

EViews 12.galiy alaiiul dapal) by Ao 1) aliald) das) gar jaadl)

sl LS ashal) Ja¥) dlsles s (Kasg

(LTO = 0.1282) @glb—a—u Y gl—i_a N -
o oY) dbigh digine Loyl Ao 5a ) ol LYY dales o
o1 At LTO 83l g 4 (41 . lal) ZaV)g asgall Coy ol jo
oSas Las cJalgal) 3L ol 2% 12.82 Ay Aukal) Cipall jru adliy
sl (gl e Cayeall yra b acay ylaall ~la) (o

: (LGDP = -0.0253) j&dal) o) @il -

s O oY) Abgh A€o ADle dgag ) iall ladll il Jeles ey

Ul o) () s Lae cdugine e LSl ¢ Radad) sl mililly ual) oyl

oS 135 cushall da¥) (& el Coyiall jew o Bdlie 5d5 Y Jadll

23 8 55 Lkda Ll S8 Gley all) Ll Aali) sae W) Cinia

Ll Capall e

:INFLATION = -0.0015)) adail) -

b aiall Cayall e oot il (gginayil ang VoAl ) il o

ol (s A Gyl e sl dala ) aaly (06 38 138 cJughall JaY)
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Cpall s o a5 QUi e Qi S Daiil) edlaslly cladlay)
. gl

:(TREND = 0.0034) o}l sla3y) -
gl o Giall capall jaud (gaelia IS ki 5ay (Se3l) olaY) S
B P Loy T L ala) dllia of (ol ¢ iad) Ciyall ja okl

Ayl

tomalll Ja¥) Aalea padi -3
iy Uadl) s 2390 5l (3 (3¢4¢42)ARDL gz 35as dasyall sl
e iaal Gyl je s g JaV) Bl Aaalial) ALY ulidl
Jamey oalal) Zla¥ly as€all Bly) pundl b dbadl dnwdl eyl
(VECM) ol mon i #3508 s il ) (7) ady Jsaadl ading ¢l
(ECM) Wadll rom i 3503 50 o5 cJaY) Aligh ADhe d9ag o 2ST aey
Gl am sl Jlas (N il pusiall 8350 Ay sl JaY) lSaalinn Galidl
Gyinas Wl 05 o Ging Cun claga Hipe Uadl) pran st Jalaa ey i
il Ol Mg JaY) dish 3l sad ran o A1 2gng (uSad GELan

t M ) e gt cud JaY1 el
D(LRER) = 4.228260846396 + 0.002958716287*(LRER(-1) -

(0.12822384*LTO(-1) -0.02528874*LGDP(-1) -
0.00152606*INFLATION(1) + 0.00338905*(@TREND -1)))
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) Ja¥) Aslas 435 (6) oy J gl

ARDL Error Correction Regression

Dependent Variable: DILRER)

Selected Model: ARDL(3, 4, 4, 2)

Case 4. Unrestricted Constant and Restricted Trend
Date: 011226 Time: 12:31

Sample: 1990 2024

Included obsenvations: 27

ECM Regression
Case 4 Unrestricted Constant and Restricted Trend

Variable Coefficient Std. Error FStatistic Prab.
C 4231220 0.657030 6439915 0.0001
D(LRER{-1)) 0.4531285 0.155995 2905121 0.0174
D(LRER{-2)) 0776208 0171748 4 519465 0.0014
D{LTO) 0062877 0.013293 5181322 0.00086
DILTOEY -0.073038 0.019067  -3.820704 0.0040
DILTOEZY -0.060370 0.018960 -3.184144 0.0111
DILTOE3Y -0.061123 0.016014  -3.816829 0.0041
D(LGDP) 0.021031 0.009281 2266045 0.0497
DLGDP-1) 0.061671 0.016026 3.848296 0.00349
D(LGDP-2) 0.064296 0.0132315 4873974 0.00049
D(LGDP{-3) 0.0285655 0.014018 6.109250 0.0o002
D{IMFLATICMNY -0.003160 0000488 -G 468466 00001
D{IMFLATIOM (1)) 0001047 0000664 1577470 01491
CointEq(-1y* -0.873023 0.135561 -6.440071 0.0001
R-squared 0.897966 Mean dependentvar -0.0015449
Adjusted R-=quared 0795932 3S.D. dependentwvar 0.025972
S.E. of regression 0.011732  Akaike info criterion -5 746784
Sum squared resid 0.001789 Schwarz criterion -5.074868
Log likelinood 91.58158 Hannan-Quinn criter. -5.546888
F-statistic 2.800647 Durbin-Watson stat 1.932906
Prob{F-statistic) 0.0001483

EViews 12 gualiy aladial duhal) cliby Ao dilade) cliald) die) Ga :jdaal)

saill e ECM Wadll man o #3503 Jsan 8 33))s0 liladl i Sy
:‘;Jtd\

(CointEq(-1))adll mosa Jalas .1
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G5ieua v Bliaa] Lisinay Al Ay(-0.873) Uasll s Jalas da gl
zagadl Aplaill Jagy &N a3 L a9 op = 0.0001 dad o) Cus %1 AN
Jae el G Ja¥) Alish 45l ile 35a9 o K5 Al (ladl) oa
b I By ol CNAY) (e %87 Mon o ) Al o2y g (Al
OS2y Laa ¢(Banly i) Basly duie) 5538 PIA lgaos i &y adsl) Cayall e
3539 N e Lo oY) dish Il Jlsa ) psiiall ase A ddle deyu
A1 LaisS e ST (el Jas Bla] Akl Al ) Al A iage CDIA
. duslals
P AL sl Gyl e Sulnall Y12
D(LRER(-1)) _abll aasll Coypall jou 8 ail) cdlalea of il gl
(0.453) lgasd caaly Cun (L —an] duginag Lunge Cels D(LRER(-2))
Call prue AR cbual o ) e L sas sl e (0.776) 5
el dsag daciill oda (uSady llal) 5l b aSsba e Glag) Si5 Asdal)
Bl LA m i Aigeaa o oy Lo cgiall Cipall jew clSas b
Alas Aol cas (e JaYI
el Ja¥) 3 (LTO) wladl) Zlay) i .3

Ssiras cage D(LTO)  (laill #Laadld Jlad) sl Jalae of 3ladl) ¢
¢« D(LTO(-2))D(LTO(-1)) & clellay) edlabea of oo 8 bilas)
Gap 3 laill ALV o Gl s g cdaginag ddlw GelaD(LTO(-3))
) o1 o1 Y Graail) (g2l e Adall Cipall jau b Ciige st )
Gl cabaall bl )l Coaag I3l Bl e Al b hgia ) a5

e e W i Ml (et (e B Cisay S S Giaag 4
e adiaall alll oLt gl Aandall (1Say Lo sag ¢ aidal) Cayall

: (LGDP) sl Asdll milill il .4
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3leUals <D(LGDP) adall Jlaay) Asall gl 6 el cdlalas el
) @l pai et o Ao Jay Lea il ian) dginas dunge Lol 2D
La 5LEY) sty ¢ eadl) Ja¥1 (3 sl Ciyeall jous peyy aiall JlaaY)
e 5 Ghill sl ml Ja iy adall sl el @l e of )
bl

: (INFLATION)aacaill 5 .5
@sizas AD(INFLATION) sl aa il dalea of () guiliall s
Cipall s a0 ) (g5 adaill eV ana g liy) of e Ja Lo Lilaa)
adail) aleo Lol cBaall giadl Alaall (o Aty ¢ yeeadll Ja¥1 & 2kl
oA ol el Lo sag Lilaas] (gsina e DINFLATION(-1)) skl
el Sl s 8 L) 435S e ST Ll (55 pial

(Goodness of Fit)z 3saill daeDla 5252 .6
o &) e F-statistic (Prob = 0.000193) laal &5l cas) digies o
z 35l Adles 250 Lae e I ) i) 3 ) s Aliaall il
o Ailany) daalill e
1z dsalll daua ands cilady) EG
: Heteroskedasticity (wlasll jlas) —1
& oaladll A e e (Sl Y zasalll o ) (8) A Jsaad) bl s

oSl
ouilal) Lad) mil (7) ad) Jeaad)

Heteroskedasticity Test: Breusch-Pagan-Godfrey

Mull hypothesis: Homoskedasticity

F-statistic 0.911456 Prob. F(17,9) 0.5859

Obs*R-squared 17.07951  Prob. Chi-Square(17) 0.4490

Scaled explained 55 1.496607 Prob. Chi-Square(17) 1.0000

EViews 12.gualiy aladiul dufall cliby o 1ilaie] cliald) ) gt aal
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Serial Correlation LM Test : sl 513 Llay¥) jlasl =2
Ll A< de e Sl Y z3saill o (8) A dsaall i salsl) cliball

sl I
g.a"\ll\ Bl Laad e (8) @BJ J<ad
Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation atup to 2 lags
F-statistic 0.011405  Prob. F{(2,7) 0.9887
Obs*R-squared 0.087699 Prob. Chi-Square(2) 0.9571

EViews geliy Aaiial il cilily e 13l clialdl Sael e iuaal
12.

:Ramsy sl —3

A i ae Pro>5% o ¢(9) o5 Jsaall slsll Ramsy las) mils
Y5 « (No specification error)csiall mass JSU e e Sl ¥ z3sail ¢
Alies e Aghi je AlBle f Lgila 2 dage Cilpiie 2sag o A aag
el (s Bl gl JSA (o Lidlia sl 7 3gal) o6 Jillg
Ramsy lodl it (9) a8y Jsaal)

Ramsey RESET Test

Equation: LIMTITLED

Omitted Variables: Squares of fitted values

Specification: LRER LRER(-1) LRER(-2) LRER(-3) LTO LTO{-1) LTO{-2)
LTO-3) LTO-4) LGDP LGDP(-1) LGDP(-2) LGDP(-3) LGDP(-4)
IMFLATION INFLATIOM{-1) INFLATION(-2) C @TREMND

Walue df Probability
t-statistic 0.985680 8 0.3532
F-statistic 0.971565 (1,8) 0.3532
Likelinood ratio 3.094701 1 0.0785

EViews 12.zalip aladiul dafal) cliby o ilie) clialll dae) ¢ jlaal)

24 Copyright © ISTJ AL sina aokall (3 5is
Ayl g o slell 40 sal) Alaall


http://www.doi.org/10.62341/istj-vol38-2-ey35

International Science and Volume 38 daad) il y p gl Aty g

Vonrrnat sl My wd Torkasdag Jesraal

e Par2 e pemmey 2K

5l D8 L A Rl i peall e e (5l UiY) 5Y ARDL s
(1990-2024)

http://www.doi.org/10.62341/istj-vol38-2-ey35

Zasadl B e Lo g ¢ pmnlall il o @yﬂ u\( ) ) S e
(2) &) J<al ) ksl

&
Series: Residuals
5 Sample 1994 2020
Cbhservations 27
4 Mean 2.82e-16
2 Median 0.001300

Maximum 0018611
Minimum “0.013885

Std. Dev. 0.00B296
Skewness 0.264843
. . .. .. o -
largue-Bera O.516673

-0.01 001 0.02 | propability 0772333

[X]

xubll sl Jarque-Bera laal (2) &8, J<a)
E-Views ala i o J<ad

:CUSUM il .5
Jansy isa z3gall o ey 1305 cclilall & e Glal) o (3) U8 easy

il
10.0
7.5 _7____7____7-———-*“"’__
5.0 _7____7____7-———*-“"’____7_
2.5 emmm T
0.0
-2.5 —
-5.0 ___7___"‘—-—7——-_,_____7___
7.5 “-f————7____7_____7____7___
-10.0
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