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Abstract:

This study aimed to measure and analyze the impact of shocks caused by public expenditure and money supply
on the inflation rate in Libya by employing time series data during the period (2000 - 2020) and using a standard
method that adopts the Vector Autoregressive (VAR) methodology for its ability to analyze pulse response functions
And the components of variance in the relationship between the study variables.

The results of the unit root test (ADF) and (PP) indicated that the time series are non stationary at the level,
while they stationary at first difference. In contrast, the results of the co-integration test showed that there is a long-
Run equilibrium relationship between the study variables.

The results of the shock analysis and response functions also indicated that a random shock in public
expenditure and money supply has a positive effect on the inflation rate during the short term. In contrast, the results

of the analysis of variance showed that the ability of the two independent variables (public expenditure and money

supply.
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Vector Auto Regressive (VAR ) 3 jlaaiy) dada gigai = 2

o (3390 ,2012,3050, &) SIMS(1980 ) Jié e (VAR) S laaiV) asie zigei jpshi o
(Lag ) slasal) il 8 lead ) 1alin) cpiiall Saalioall dobull jlelly el dale slasiul P&
@ il A ey (226 U seal edle) lein Sna O A LS Gl JS ae daladilly
o e 3 Ay i S 05 of 6l ( Endogenous variables ) ddaly cystie 4 zdsel
(OLS) syl cilapyall dipha aladinlyy cibpiall SU dGldl a@) V1 dilal 25l ol
Ky aili P=2 J6d) Juw e ofaly Bl eUady) ciliid aaad 2 Ordinary Least Squares
P (129022018,34la) A8Y) Lapally (X, YY) Cpariad VAR(2)  (SA lasiV) asia 3 ges 4S

Y=+ Bi1Yi-1+ B2 Yeat B3 Xem1 + BaXe—z + Uy
Xe=cpt+ P1Xe1+ BoXez+ B3 Vi1 +Pa Ve + Vi

sangll s L) (PA e (Stationary) el dudlall )@y e (VAR) zses calliyg
il JA\S.\” Jhﬁ;\ e\mh ) )“:a'“m“ O d;ﬁl\ :&L*}Jn 4:\.3)\}:\ ADle A9 (S (Unlt Root TeSt)
(123 4=2021,51) (Cointegration Test)

Al ) Aafpal) il /o

aagll da — G gSad) bl - 1

Unit ROOt ) sassll 3 colylaa) aladind iy o 3 gaill iy alal) dia)l) Judladl ()oK (e S

Spurious capall laat¥lh Copay L o) i) zilal dllae i 4 e @l galal (( Tests
At At Gyl G A a8 R? uadll Jalee g i) JS5 e elaRegression

3 B85 Oam peuld lidly, Hlé S jloal aladiid S, JlaiV) ziled (8 5)ee e die) Judle

il 2 @lldg (Fe) Anie eyl 5, ) 4atie 090 Cul pa (i) Aniay Sl e ) Y alea

Pl il e diadly aaed) (il Ae b s Cua 1(1) (Y1 Gadll 33 xie s 1(0)

Hp:d=o0
H,:0 #o0

o B Hy il gl dilie (8 3aal) o o (g5t 5 Sl e Al o) (W Hp el Cas
%54 5inn (S5imne die Byfins ALulud) Oy Baagll Hda Ssag

Augmented Dickey — Fuller (ADF ) s - S sl -1 -1

Augmented Diccky — Fuller () ausall g — S jlial Aalall (2) 8y Jsaal) il juia
lie e dllyg saasl) Hia (593 L (5T 1(0) Gsiaall v e e Anall W o) ) ADF
Cyll) aall ae ) EDEN NN 3 ,0.05 AV i die Alpaal) lied ge Lygunall t dglas] dod
S arall (il by (S Vo adles (e ande o) Gl as (ny, el Aaially Culil) sl
coiind IV Bl 330 2y oKy 0.05 e S culS A Aadl o Cus aasll jda dsas
datll () (s (B Dl giad (e el CilS T Ailasy Adgaad) dedll o)y Al Judlu)
dudladl o) G Lae daad) (apdll Jsds el Gl (b oy 4oy 0.05 e sral Allaal)

1(1) JsY)anyll e dlalKia g 8y8hue Canyal
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Augmented Diccky — Fuller (ADF ) g — S JWid) gilii (( 2) ad) Joas

ISSN: 2663-5410 Aabai®yy dullal) &30 Alaa

) S Gl aa 5 5ial) dis
M olaly adald oLl e Qs sladly phali | alalill ae Qs
-6.259278 | -5.693126 | -5.380415 | -1.856071 | -2.147479 | 0.894256 | *
I(1) | -3.673616 | -3.029970 | -1.960171 | -3.658446 | -3.020686 | - 1.959071 | ** G
0.0004 0.0002 0.0000 0.6390 0.2298 0.8936 | ***
-4.749641 | -4.899945 | -2.957833 | -3.165865 | 0.171481 | 3.602017 | *
I(1) | -3.673616 | -3.029970 | -1.960171 | —3.658446 | —3.020686 | -1.959071 | ** M
0.0066 0.0011 0.0054 0.1191 0.9633 0.9996 | ***
-4.151712 | -4.854389 | -4.044192 | 1.566304- | -1.689673 | 1.205289 *
I(1) | =3.759743 | -3.029970 | -1.960171 | -3.658446 | —3.020686 | -1.959071 | ** | INF
0.0262 0.0012 0.0004 0.7698 0.4210 0.9356 | ***
0.05 ginall ggima®* ** Aygunal) Lagdl** Adganl) dagill*
Phillips-Perron test (PP ) (sym— (enld Jlial =2 -1
Aol Judlall o) N i A Phillips-Perron test (PP ) Jlid) &5t (3 ) o) Joaall s
Lguanall dall e Adgaall el Bjlae PR e ldy 1(0)  Goiwall de e pe fpaiall
S aadl Gyl by Sy Y addes 0.05 e ) AflaaV) Adlaal) cela SISyt Aglasy
el Jsd & AV 958l 2a) arag gsiuall die Bifine pe Al Judlad) gls Baagll s s
i Al Jadlall bl I i e 0.05 e J8) cela a0 Allaay) Al g Jo o)
(1) Aol Ll gz 3 pal
Phillips-Perron ( PP ) ¢sum cuald JLad) gilii (3 ) ad) Jgaa
s ) Bl aae G5l xic
olaily adald ebld) ae Qs sladly phald | ALl ae Qs
~13.28547 | -5.709983 | -5.378369 | -1.620181 | -2.432880 | 1.186618 | *
I(1) | -3.673616 | -3.029970 | —1960171 | -3.658446 | -3.020686 | -1.959071 | ** G
0.0000 0.0002 0.0000 0.7479 0.1459 0.9335 *hk
-4.852097 | -5.035834 | -2.899025 | —3.192524 | 0.297819 | 4.164387 *
I(1) | -3.673616 | -3.029970 | -1.960171 | -3.658446 | -3.020686 | -1.959071 | ** M
0.0054 0.0008 0.0062 0.1139 0.9719 0.9999 *hk
-7.823360 | -4.857562 | -4.042310 | -1.453456 | -2.392483 | 1.205289 | *
I(1) | -3.673616 | -3.029970 | -1.960171 | —3.658446 | -3.020686 | -1.959071 | ** | INF
0.0000 0.0012 0.0004 0.8114 0.1561 0.9356 *kk
0.05 Aysinall g giona® ** dygunall dagill* * ddgaal) dadl)®

Aalall) Jedbuall pUay) i apaas — 2

s Al (4) &) Jsaall daase ulaa sae aladiad PIA e dalial) cUat) Gl aae aaat (Ka
SC) _lsa iy, Akaike (AIC ) , Hannan-Quin( HQ) _ulxal s i)l cUat) &l of )
3 o ptill dpulial) g Ua) ol sae b by eyl (3) & ded o) xe Schwar (

il e
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a3l Al @l aae waat pulaa (4) aB) dse

ISSN: 2663-5410 Aabai®yy dullal) &30 Alaa

Lag LogL LR FPE AIC SC HQ
0 -62.21967 NA 0.281772 7.246631 7.395026 7.267092
1 -11.14642 79.44729* 0.002687 2.571824 3.165406 2.653671
2 -1.961591 11.22590 0.002930 2.551288 3.590055 2.694520
3 16.01542 15.97957 0.001452* 1.553842* 3.037795* 1.758459*

(Eviews 10 )gebin Cla saa () i) Caldl dae (e [ juadll

Johansson's co-integration & jiduall Jalsill ¢ guilaga JLad) — 3
YV Byl A ey il 28 Auhall clpaial dedll Judlad) ol sas gl i chlas) miln DA e
Caillly, 1(0 ) cosiusall die JalSia Ld Js¥) 3l s 11 ) ds¥) dnall die ALalSia gl iy Laa L]
dngial B85 il Jalsill il Gl oy ahasdall (g Ja¥) dlish 40)ls ADle dsay 520 0
(A ) dilas) alaaiuly JelSil) cilgadia sae (e aiSH Johansen co-integration  oswilass

Jlssls Maximum Eigenvalues (A max ) ol a8l d5lasls Trace Test trace)
s A il @)

Ayide JalSiaag ¥ 1 =0 : dgjieall daca il

r=1 dall (aul

(e S Trace Statistic sl (A trace) V) jlis) dad o) Ladl (5 ) a8) deaadl DA e
dpiall Ll Gady oy JUll 5 0.05 disiee ssiwe xe Sllag Critical Value  ddsaall \giad
Trace test indicates 2 ) pde JalSill Cilgatia il 20 dsay ay Lo doall (il Joids
Chaie o da¥) Ak ajls adle ol o ol ( cointegrating egn(s) at the 0.05 level
Cus (6) M) dsaall A Maximum Eigenvalues  oabaall sl Hlid) =80 (udi o4y ,z3gal)
Y dilian) dad 4l DA e Al Glystie u Ja¥) Ak 4636 ADe pay o 383 Cela
A3 siue e (Max-Eigen Statistic > Critical Value ) ddsaall leiad  as (A MaX) 4 swaal)
Ashall Gl G Galiie JalSS AL dgag ae (Ml (A Apdeall Apa @l (b s 0.05
Max-eigenvalue test indicates 2 ) <lidal JelSll fueaia 23 S5 Jiadl sl Jods
O dashll gad) e dwlg ABle a5 ) 3)la1 4 (cointegrating egn(s) at the 0.05 level

L) yariall
(Trace test ) — Ggmilh s dia (3hg & idiall JalSill JL0d) @i (1 5) o, Jgo
. . Trace 0.05 r
Hypothesized Eigenvalue Statistic Critical Value Prob.
None * 0.959828 87.91028 29.79707 0.0000
Atmost1* 0.824541 33.26241 15.49471 0.0000
At most 2 0.194475 3.676441 3.841466 0.0552

( Eviews 10 )z=ebin Cla jae ) alind Gald) dee (o /)24l
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maximum eigenvalue test oabial) adll disa (385 & fidial) Jalsal) LIS mili (6 ) Ay Jga

Hypothesized Eigenvalue Max-Eigen 0.05 Prob.**
No. of CE(S) Statistic Critical Value
None * 0.959828 54.64787 21.13162 0.0000
Atmost 1* 0.824541 29.58597 14.26460 0.0001
At most 2 0.194475 3.676441 3.841466 0.0552

(Eviews 10 )zebin Sla e (M i) Galll das (e [ )2aall

VAR(3) zisal -4
glad Al Auhall Chaie e aiie JSI sV el A JlaadV) dsie zisel il callay
Ghyia & zisall & Ghwiall aea ) Jliel VAR(3) ) eladl &lji 3 daaly SN laasy)
Bl & G AY) il ad ) dila) Al ) 8 aied 8 A e JS (sSy Cusy Ala

P S i) e (OLS ) pmall Cilapyall dipplay il il cils

INF _taad) Aalaa s
INF =-0.0451403822062*INF(-1) - 0.235810261174*INF(-2) -
0.706837711011*INF(-3) + 50.5634603851*G(-1) + 6.97008509973*G(-2) +
33.0051201979*G(-3) + 47.9918161374*M(-1) - 20.0864544422*M(-2) +
35.0209293396*M(-3) - 495.813443097
Prob : (0.9127) (0.5849) (0.265) (0.1021) (0.8644) (0.3813) (0.5579) (0.8359)
(0.6563) (0.0939)

R? = 0.92 F — statistic = 10. 65408
G i) dalaa ua85
el saall LRI (1) A8 R4l G =5.00739184259e-05*INF(-1) +
0.0112225457391*INF(-2) -
0.00980219062623*INF(-3) +
0.441101818339*G(-1) + 0.177107800414*G(-2) - 0.21563577732*G(-3) +
0.668761108824*M(-1) + 0.429572214527*M(-2) - 1.0342670653*M(-3) +
2.1869495986
Prob : (0.9921)( 0.0414)( 0.2078)( 0.2371)( 0.723)( 0.638)( 0.5048)( 0.7174)(
0.2872)( 0.5351)
R?=0.89 F — statistic = 7.561467

M i) dalaa 485

M =  -0.000939956881347*INF(-1) -  0.00558767005114*INF(-2)  +
0.00333853407702*INF(-3) + 0.224601902247*G(-1) + 0.00919145359088*G(-2) +
0.198177980869*G(-3) + 0.682133071876*M(-1) - 0.126670922357*M(-2) +
0.394399186797*M(-3) - 1.35012121979

Prob : (0.4357)( 0.0001)( 0.0765)( 0.016)( 0.9384)( 0.0783)(  0.0079)( 0.6543)( 0.0941)(
0.1159)

R?> =0.99 F — statistic = 481.6560
GJJA..L“ dadiall a)laiy) -5
C.UA.J\ A it JLidl -1 -5
PINTNGITEN CJ}A.J\ ATl (g2 (e <t OSay ( Inverse Roots ) uSall Hodal) Hlod) P

LS sl Jals o L ases o WS maall aalsll e J8) 4 aiill gen o) I ((6) oy Jsaal
zdsall Al Jag il Jils sl b (1) o8y IS L
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LSl ol jlaal (1) A JSal T Asalll gl il JL) il (6 ) ) s
fvrmros TiooTo oF AT Thoroorodinda Danbmaenind | ROULS U1 LIdIdCLerIstc FOIyNoInidi |
15 Endogenous variables: INF G M
Exogenous variables: C
10| Lag specification: 1 3
. Modulus Root
05 | . . 0.897039 0.891616 - 0.098496i
0.897039 0.891616 + 0.098496i
. 0.815197 0.077324 - 0.811521i
0-0 . . 0.815197 0.077324 + 0.811521i
0.768408 0.460463 - 0.615163i
0-5 4 . . 0.768408 0.460463 + 0.615163i
. 0.758013 -0.576299 - 0.492405i
1.0 - 0.758013 -0.576299 + 0.492405i
0.628113 -0.628113
-1.5 ‘ ‘ | ‘ ‘ No root lies outside the unit circle.
-5 -10 065 00 05 10 15 VAR satisfies the stability condition

(Eviews 10 )zl cla i ) i) Galdl das (0 / szl

: Serial Correlation Tests (LM) (&gl SIM bl ¥ 880 -2 — 5
Serial Correlation Tests ( LM ) _bsal alain¥) o sl 508l aill 200600 30 o oaill
(7) & Jsanll a5l giall Wiy ((3) sl sl 31l Aldis (s 313 1)) 35 (520 el
) AN ssise die Glldg zisall s o A3 LS dsay adey S adell () by (S Y 4l

( P-value >0.05

z 54! Serial Correlation LM Tests Alsal) ddadad A3 Jalai¥) JLEA) il (7)ad; Jgaa

VAR(3)
VAR Residual Serial Correlation LM Tests
Null hypothesis: No serial correlation at lag h
Lag | LRE* stat df | Prob. Rao F-stat df Prob.
1 13.35938 | 9 0.1470 1.976073 | (9, 7.5) 0.1833
2 8.717044 | 9 0.4638 1.007266 | (9, 7.5) 0.5049
3 17.09936 | 9 0.0472 3.117458 | (9, 7.5) 0.0682
Null hypothesis: No serial correlation at lags 1 to h
Lag | LRE* stat df | Prob. Rao F-stat df Prob.
1 13.35938 | 9 0.1470 1.976073 | (9, 7.5) 0.1833
2 128.8712 | 18 0.0000 106321.1 | (18, 0.5) 0.0466
3 NA | 27 NA NA | (27, NA) NA
*Edgeworth expansion corrected likelihood ratio statistic.

(Eviews 10 )zelin clajia I laliiad dald) Jas [ uaall

Ailian) Aysina Ll o) 5 A8 3gn Jals i gl sl 8yl il aaen o) (2) ) JSEN cpan LS

sl Ul Qg
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(Bl sl AIAN ol ) ) g Ald) Sl (2 ) aBy JSAN

Autocorrelationswith Approximate 2 Std.Err. Bounds
Cor(INF,INF(-i)) Cor(INF,G(-i)) Cor(INF,M(-i))
8 8 8
4 4 4
. 1 2 | } 1 1 | 1 . ] X | 1
.0 J T T J T 1 T .0 J l J o J J T l T 1
-4 -4 -4
-8 —T T -8 — T T T T T T T T -8 — T T T T T T T
1 2 3 a 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 a 5 6 7 8 9 10 11 12
Cor(G,INF(-i)) Cor(G,G(-1)) Cor(G,M(-i))
8 8 8
4 44 4
ol L 1 . 1] I . Ll i 1]
J I I J I ]
4 4 4
-8 T T T T T T T T T T T -8 T T T T T T T T T T T -8 T T T T T T T T T T T
1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12
Cor(M,INF(-i)) Cor(M,G(-i)) Cor(MM(-i))
8 .8 8
a a 4
5 RS NN I T IR NN NN N N I al L1,
T 4 ] : | FETT
a -4+ -4
8 -8 8
a a o

: Heteroskedasticity Tests zisaill & Bl sl adl cpliil) (uilat ate JLAA) -3 5
Chi-) LY Lllaa) dagll o) Slall cplall Guilad axe laal Lalall (8 ) Ay Jsaall il i
s L o lly 0.05 dusine (ssine tie ibaay) Alaal] e ,S) as (0.4720) il (sq
osilald dgag adey ABGE Alad) A @l ()5 Guilatie (b led Al () G L grtuall (adll Job
cloall Aludes 3 ulall

Heteroskedasticity Tests wilaill ase ,Lad) gilii (8 ) ad) Jgand)

VAR Residual Heteroskedasticity Tests (Levels and Squares)

Sample: 2000 2020

Included observations: 18

Joint test:

Chi-sq df Prob.
96.30809 96 0.4720

: Residual Normality Tests (sl (auhll asill LS -4 — 5

Sl Apiiall A @l Jg dnlal N (19) &) Jsaall 33305l Jarque - Bera Jlos) il juis
DAY Dol el (o L) Ciela Al dadl) o Cun aalal) wsl ai sl o) ) el
:0.05 e <) o ( Prob) aslaa¥) llaayl o) WS Jarque-Bera

Bl sl Al adal) a5 gl LA il (9) By Jgaa

VAR Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal

Component Jarque-Bera | df Prob.

1 1.256720 2 0.5335
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2 0.615580 2 0.7351
3 2.059251 2 0.3571
Joint 3.931551 6 0.6859

*Approximate p—values do not account for coefficient estimation

(Eviews 10 )zebin lasae ) 1abiu) Ealll dee (e / j2adl)

D g isalll Saalipal) sl Julas - 6

DB i Gl e Auhall sded )l Ciagl) s zdsall 3 cuiall (el il Jiat ey
S Al gl (miey el GEY) e dealll Gilerall olad adimill uriad JadY) 255 dlciad)
) N Agiey Gl e adail) pate ol 8 e SU el st 8 i) el 58 e (ol
Ay, dyshally eaill gaall e cibriall Gl Saaliall Gl by ey Lo say Cilsin e
Jl¥ays (Choleski ) (Salpin 23l s cplall GlisSe dilaiy Alaiul) (s Jlgy dilas 2lauls,
L2y (g)lme Cibail

tagiill pase g aladl G cledal adldll Juae Llaiad - 1- 6

38l (o g aladl (AN dasal aduaill Jara Alai) (3 ) ady Jeid)

Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E|]

Response of INF to G

398l (e g aladl (AN Aadal sl e Alaliad (10 ) a2 Jgaad)

Response of INF:
Period G M
1 0.000000 0.000000
2 4.669949 1.122374
3 3.463868 1.036008
4 4.932707 2.193297
5 2.298708 1.436614
6 1.581498 0.983205
7 1.860677 0.410910
8 1.855975 0.442390
9 2.118732 0.766417
10 1.848443 0.729388
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b Ll o) (Sar (10) a8y dsaadly (3) a8y IS PA s
ihadl Slaiey 358l (mjes alall BV (e S b ledall S Aygina (3) ) JSAN sy -
A L) Jis Caedy s Glenall Gl aamil Jaee laind SIS aaly (gl
Calidl st Jane dylaind of () dilal ,0,05 (ssise ic dapall agaall Jils Gleaal)
ey i 10 A dulay) il a5l ape s alall Bl 8 Gileral
o psve Bl (e aals (e Cabas) ey alall G B ddlde Reda Cias -
Dliie ] pall) g2l A Lnpall Lhili el con (B AsY) Dna3l) 5l PR il Jana
Janas alall GEY) ana Gn Lpplal) 4D (€ s (4.66 ) caaly Cus Al A (g
1,85 ) Aoa ) el Jyshalls Javsgiall (saall 8 diadiie <V ama ) aalis o) J adal
- 8yl Al 3yl Al A (
drd 3y Al (55 O s s (o)l ol Jlaiayg 258l ape (B dadie e deda Cigis -
353y Aedall Gigan Hekal jualll gadll (8 Sy, (oY) Al Bl (8 adl) Jaee JE (e
Al e Lesgall DA (2,14 ), (1.12) op Cagli admill Jaee Ji e dulagl Jladl
Pl L A ge JB5 iy duaddie Y amae ) Jsa () J8 Axll
soplil) eligla Julas -2 -6

Wt U aa ) laially dwis i) 8 sosl Uad 3 cplal) ke e Capell 3 bl 13 2 Ly
(67 5= ,2018, (S ,JwS) ( VAR) z3sai b (2] Clysiall & 5ol
(INF ) adcai Janal calial) cligSa Jalad gitis (11 ) aby Jgaa

Variance Decomposition of INF using Cholesky ( d.f.adjusted ) factors
Period S.E. INF G M
1 8.829528 100.0000 0.000000 0.000000
2 10.40188 78.67991 20.15583 1.164265
3 11.01244 70.19980 27.87642 1.923776
4 12.26443 56.59909 38.65169 4.749214
5 12.58778 54.16289 40.02624 5.810866
6 12.93821 54.54061 39.38154 6.077843
7 13.14363 53.84865 40.16426 5.987088
8 13.31202 52.95464 41.09835 5.947011
9 13.58210 52.05518 41.91355 6.031267
10 13.75871 51.19216 42.64938 6.158464
Cholesky Ordering: INFG M

(Eviews 10 )galin clajia ) aliad Ealll Jae (e [ aal

b V) Bl e Hliiel 4 U el a1 8 el Qs a3l e (11) ) Jsaall DA e
G Ll oda 3l ) 8 4w pead) ) GVl aa adeadl) Jaes e ol e %100
b bl i e alall BWY) e 58 Loy ol 2ad Jyslally Jangial) sad) PlA (alisty)
Aoty Al Al e el W) Apppesiil] 45)8 e aly JoV) 50 8 Lol dagane CilS il Jane
G (42.64) M ) spilad) Ll Blgs 8 Jeall g V) 8 L) o3 3als (120.16 ) caly
(o Cangliiy Basiae CuilS adalll Jame GlIE jaadd A sl Gy deda dealise 4 U Jlad)
OSas hpilall Al Al 8 %6 s ) deai o) J8 Ll suaill sadl 3% 5~ %4

(4) &) Sl JSall DA e gl Jilas i 3dasdla
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INF adaail) Janal el &55a% (4 ) ady Sal) Je

Variance Decomposition of INF
using Cholesky (d.f. adjusted) Factors
100
80 |
60 |
40 |
20 |
O T T T T T T T T T
1 2 3 4 5 6 7 8 9 10
\ — INF — G — M \

( Eviews 10 )zslin clasa ) ol dald) Jas ¢a [daal)

reilpa silly i) / Lsald
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