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Abstract

This study aims to analyze the evolution of money velocity in Libya between 2008 and 2022,
focusing on its theoretical foundations and the key macroeconomic determinants influencing
its fluctuations The research applies both descriptive analysis of time-series data and
econometric modeling using Ordinary Least Squares (OLS) regression. Variables considered
include GDP, money supply (M1), oil revenues, inflation, legal reserve ratio, and extraordinary
conditions (wars, pandemics).The results reveal that money velocity in Libya was highly
unstable, with sharp declines during crisis years (2011 due to armed conflict and 2020 due to
the COVID-19 pandemic). Econometric analysis shows that oil revenues exert a significant
positive effect on money velocity, while inflation and the legal reserve ratio had weak and
statistically insignificant impacts. Extraordinary conditions had a strong negative influence,
reflecting increased liquidity hoarding during crises. The study concludes that the weak role of
monetary institutions, particularly the Central Bank of Libya, and the limited effectiveness of
traditional monetary policy tools contributed to economic instability. It recommends
strengthening monetary policy instruments, enhancing institutional capacity, and improving
policy responsiveness to better manage fluctuations in money velocity and stabilize the Libyan
economy
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(2)dses
Augmented Dickey—Fuller (ADF) Unit Root Test Results
Variables ADF test Stat. | Order of Int. Include in test Inference
Critical Val. equation
4 -3.1507 1(0)*™ Intercept stationary
-3.0989 at
5%
OiIR -3.3600 1(0)™ Intercept stationary
-3.0989 at
5%
Req-D -5.8933 1(0)™* Trend & Intercept stationary
-5.1249 at
1%
inf -3.117 1(0)” Intercept stationary
-3.119 at
5%

: S il CulS 5 a1 lad b i) OLS dipl alasial gabiicss dail) by (e 1BUail
(3) dso>
el CDlalaa ik b OLS dayh il

Dependent Variable: W
Method: Least Squares
Date: 02/04/24 Time: 19:28
Sample: 2008 2022
Included observations: 15
Variable Coefficient Std. Error t-Statistic Prob.
C 1.463835 0.503318 2.908369 0.0156
OILR 0.021628 0.007957 2718171 0.0216
REQ_D -1.88E-05 1.54E-05 -1.219676 0.2506
INF -0.011124 0.010936 -1.017201 0.3330
DUM -0.472994 0.227168 -2.082133 0.0640
R-squared 0.836038 Mean dependent var 1.340964
Adjusted R-squared 0.770453 S.D. dependent var 0.620922
S.E. of regression 0.297491  Akaike info criterion 0.674333
Sum squared resid 0.885006 Schwarz criterion 0.910349
Log likelihood -0.057495 Hannan-Quinn criter. 0.671819
F-statistic 12.74740 Durbin-Watson stat 1.333244
Prob(F-statistic) 0.000614

: IS Bpsaall laai¥) dslea (585 Jalls
v = 1.46 + 0.022 OilR — 0.00002 Req,, — 0.011 Inf — 0.5 Dum
(0.503)*  (0.008)*  (0.00001)  (0.011) (0.23)*
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Breusch-Godfrey Serial Correlation LM Test:
MNull hypothesis: No serial correlation at up to 1 lag
F-statistic 0.304838 Prob. F(1,9) 0.5943
Obs*"R-squared 0.491418 Prob. Chi-Square(1) 0.4833
Test Equation:
Dependent Variable: RESID
Method: Least Squares
Date: 02/04/24 Time: 21:38
Sample: 2008 2022
Included observations: 15
Presample missing value lagged residuals set to zero.
Variable Coefficient Std. Error t-Statistic Prob.
C -0.064697 0.534777 -0.120979 0.9064
OILR 0.000739 0.008356 0.088405 0.9315
REQ_D 2.5TE-06 1.67E-05 0.154242 0.8808
INF -0.001196 0.011542 -0.103597 0.9198
DUM 0.025690 0.240053 0.1070186 0.9171
RESID(-1) 0.215391 0.390116 0.552121 0.5943
R-squared 0.032761 Mean dependent var -1.11E-16
Adjusted R-squared -0.504594 S.D. dependent var 0.251425
S.E. of regression 0.308403 Akaike info criterion 0.774356
Sum squared resid 0.856012 Schwarz criterion 1.057576
Log likelihood 0.192329 Hannan-Quinn criter. 0.771339
F-statistic 0.060968 Durbin-Watson stat 1.580815
Prob(F-statistic) 0.996669
Variance Inflation Factors
Date: 02/17/24 Time: 16:27
Sample: 2008 2022
Included observations: 15
Coefficient Uncentered Centered
Variable Variance VIF VIF
C 0.253329 4293683 MNA
OILR 6.33E-05 8.978373 2.384327
REQ D 2.39E-10 17.54044 1.273057
INF 0.000120  2.807164  1.422031
DUM 0.051605 3.498641 2.099185
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Heteroskedasticity Test: ARCH

F-statistic 0.014324 Prob. F(1,12) 0.9067
Obs*R-squared 0.016692 Prob. Chi-Square(1) 0.8972

Test Equation:

Dependent Variable: RESIDM2

Method: Least Squares

Date: 02/04/24 Time: 21:42

Sample (adjusted): 2009 2022

Included observations: 14 after adjustments

“ariable Coeflficient Std. Error t-Statistic Prob.
C 0.049410 0.022880 2.159552 0.0518
RESID*2(-1) 0.033386 0.278954 0.119683 0.90687
R-squared 0.001192 Mean dependent var 0.051158
Adjusted R-squared -0.082042 S.D. dependent var 0.063354
S.E. of regression 0.065902 Akaike info criterion -2.469736
Sum squared resid 0.052117 Schwarz criterion -2.378442
Log likelihood 19.28815 Hannan-Quinn criter. -2.478187
F-statistic 0.014324 Durbin-Watson stat 1.612379
Prob(F-statistic) 0.906714

4
Series: Residuals
Sample 2008 2022
3 Observations 15

Mean -1.11e-16
Median -0.044065

Maximum 0.410841
Minimum -0.462442
Std. Dev. 0.251425
Skewness 0.023467
0
05 04 -03 -02 -01 00 01 0.2 03 04 05

¥

=

Jarque-Bera  0.356105
Probability 0.836898
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5- Alessandro Mennuni, “Money, Velocity, and Excess Capacity” University of Southampton
May 3, 2021http://soton.ac.uk/~money_velocity _excess_capacity.pdf
6— Rudiger Dornbusch and others, “/I/lacroeconom/cs”(MacGrawHiII, ot 2004) NY-USA.

2640


http://jornals.uob.edu.ly/sjuob
http://soton.ac.uk/~money_velocity_excess_capacity.pdf

