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Measuring the impact of financial development on economic growth in Libya during the
period 1980-2023 using the Augmented ARDL

Abstract

This study investigates the impact of financial development on economic growth in Libya over
the period 1980-2023, financial indicators employed in the analysis include: domestic credit to
GDP, credit to the privet sector to GDP, money supply to GDP, and deposit volume to GDP.
Unit root test results indicate that the study variables are stationary at both levels and first
differences, whereas the dependent variable (GDP growth) is stationary at level. Consequently,
the Augmented ARDL model was employed. The findings of the Bounds test confirm the
absence of a long-run equilibrium relationship between financial development indicators and
economic growth. Moreover, the results reveal no evidence of a causal relationship among the
examined variables. The study future suggests that the banking sector has played a limited role
in fostering economic growth during the study period. Accordingly, the paper emphasizes the
necessity of adopting targeted policies aimed at enhancing the effectiveness of the banking
system in promoting overall economic development.
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With
Prob. 0.0053 0.0150 0.0073 0.2226 n0 0.0000 0.0224
Constant & Trend . . ek no i e
t-Statistic -0.8475 -0.8281 -1.8865 -0.7618 -5.7631 -1.3119
Without
Prob. 0.3430 n0 0.3514 n0 0.0572 0.3804 n0 | 0.0000 ***| 0.1723 n0
Constant & Trend no no * no www n0
IAt First Difference d(PC) d(GC) d(M2) d(OPE) d(GDP) d(DBG)
t-Statistic | -10.2962 -14.0524 -11.2227 =7.1245 -22.0704 -11.6874
Prob. 0.0000 0.0000 0.0000 0.0000 0.0001 0.0000
With conStant a* 3 a* 3 EE X EE X EEE ] EE R
t-Statistic | -10.1889 -15.9264 -11.0300 =7.0977 -21.8883 -11.4410
With
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
Constant & Trend * % * % * * a3+ o o+ #
t-Statistic | -10.0513 -11.4118 -10.9365 -7.1237 -21.5379 -10.2749
Without
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
conStant&Trend * 3 % * 3 % % % % % % % EX X * % %

( E-views]3)zalin clajda (a1 jadll

Notes: (*) Significant at the 10%; (**) Significant at the 5%; (***) Significant at
the 1%. and (no) Not Significant

*MacKinnon (1996) one-sided p-values.

(Zivot-Andrews) sasgll jia jladl =5 (4) o8y Jeaa

PC GC M2 OPE GDP DEP

t-Statistic | -6.543 -4.779 -4.425 -2.767 -6.826 -3.888
Prob. 0.000 0.040 0.130 0.792 0.014 0.634
Break date | 2013 2012 2016 1994 2012 1996

d(PC) d(GC) d(Mm2) d(OPE) | d(GDP) | d(DEP)

t-Statistic | -7.448 | -10.286 | -7.800 -4.557 -6.816 ~7.725
Prob. 0.058 0.011 0.005 0.034 0.033 0.000
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Break date | 2016 ‘ 1997 ‘ 2011 ‘ 1993 ‘ 2014 ‘ 2012 |

(E-views]3)malin Glajda (g0 1 yradll
ARDLic; gall duiajl) cilgadll SIM jlasi¥) zigal padsi 3.3.3
2 3sall Cilyia Sl idial) JalSl) ABhe 35mg (e ST agaall ladl eha) lasey 2l

RGDP = —19 — 0.47RGDP,_; — 0.15RGDP,_, + 1.1GC — 2.8GC,_,
+ 3.9GC,_, — 0.06PC — 0.05M2 — 0.050PE + 0.170PE,_,
— 0.74DEP — 0.96DEP,_, — 0.24DEP,_, — 26DM

R? = %96, F — statistic = 53, Prob = 0.0000
Aoyaeaitl) 5)28l) 3l cyelily (OLS) (graual) Cilaapal) syl dlauslyy ARDL zigai s o3
Q\'Jj 0.000 afj.uu (Ssar 53 L_ﬁju 2\.1}.4:.&!\ eind JL’C\;\ dand Ui L WS (%96 CJ}Mﬂ
53l gl deana a5 Uil clyiall o i 1385 Ligine AV Al UK 7 300l (gl Ailian) AV
allee el o ) A8leaYl o(@obaiY) saill) aalill uiall A Gaaas Al chnll s e
Augmented ARDL doagia (pada 3gaal) jLid) 1.3.3.3
Bounds Test asaall Lol ok e JaV) dbigh 35)5 ADle asag Hladl L dlsjall 028 g
Jlidls (t- Bounds Test) lasly (Overall F-Bounds Test) agaall jlodl 8 dfiall
.(Sam,c, Mcnown,R, & Goh,S, 2019) ‘(Exogenous F-Bounds Test)
Jkaa¥) ded i (Overall F-Bounds Test) agaall jlad) cpu @il (5) Ay oo il o
G dad ades %5 digina (ggiwe die 1(0) Y1 s e J8) (F-statistic=2.43) dsuadll
No cointegration ) iuhall ciyitie u Ja¥) dligh dDle 2gag adey adall dunj (o)
(relationship
Babiall Cilgiall CBleles Glusall 8 33 (s3l5 (T-Bounds Test) jlidl jasads Ll
Salby (Onadl 523 gile ayg) SV aal) (e Ji (t-statistic=—4.99) ded (& aulill il
Y05 (g die Lghgine ade il
de dugina 8 (F-statistic=4.17) 4.8 153 (Exogenous F-Bounds Test) Laal Ll
ally Llal) dapad) 2l L lae Tie %35
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Overall F-Bounds Test ygaal) jlad) gilii (5) ad) Jsas

Usieaall Slprial) 22 Loaall Slas) laay)
6 2.43 F-statistic
g3l Al ganll aal)
1(0) Y sl I(1) e aall Liginall (55iune
3.79 5.41 %1
2.76 4.12 %5
2.32 3.54 %10

E-views 13 zalip dlajie Ao aldeWh Ealll dae) (a1 jaadll

T-Bounds Test ygaall jLad) zilii (6) ad) Jea

Usiesall Cyrial) 22 Laaall Slasy! Lyl
6 -4.99 t-statistic
g3l dalgaall aal)

1(0) V1 aal) I(1) LW asd) Liginall (ggine
-3.43 -4.99 %1
-2.86 -4.38 %5
-2.57 -4.04 %10

E-views 13 zalip s jie Je aldeYh dald) dae) e sl

Exogenous F-Bounds Test sgaall jLad) zilii (7) a2 Jgan

Utiaal) ol puiial) 23e Logall Slasy) Lasy)
6 4.17 F-statistic
g3l dalgasll aal)
1(0) Y sl I(1) e aall Liginall (55iuse
3.00 5.17 %l
2.45 3.94 %5
2.81 4.79 %10

E-views 13 malin cilajie Ao alaieYh Eald) slae] (a1 jaadl)

adddl) c)lady) 2.3.3.3

JSLial) (g osla oo ST dpadiinl) chlaal) (e ) el okl 2 3gail 5asa (e
IS i) 38 skl 3gaill of ey (8) ady Jsaad) b L) @5l (PDIA (e cdiliany)
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gisalll ) JSals A idl) cLasY) @il (8) o) Jsas

okasy) Aol LAY dagina Sl e
Jarque-Bera 0.307 0.857 bl agl
Serial Correlation LM test 0.326 0.597 S LV Ahe 2 Y
ARCH Test 2.061 0.684 Ol il AlCSe e (S5 Y
Ramsy Reset Test 2.247 0.166 S J<al 8 las ek pne

E-views 13 zalin cilajiae e alae¥h Salll dae) oo 1 jaadll
gisalll AGel) Jhaiay) jlas) 3.3.3.3

a Cus Ayl 58 Jlsha 8yies ARDL #3gail 8y0aall cdlaladll (ld (5) a8 JS&N ) Tabis
%05 Lsina i laie AE dgaa Jaly Sl (<A

14
12 16
1.0 - 12
08 P 8
0.6 L 4
04 ~ 0~ L
02 [—— 4 \
Y g
02 12
-04 -16
% 98 00 02 04 06 08 10 12 14 16 18 20 22 9 98 00 02 O4 06 08 10 12 14 16 18 20 22
—— CUSUM of Squares 5% Significance —— CUSUM 5% Significance

ial) ARDL ¢ 3sall ASgl) i) JLas) (5) o) Jsi

Céyﬂ\ Glalea el Las) 4.3.3.3

A G ena adig Al 338 PUA 3yiie Bakall dgail) Cilales o (6) o JS& mag
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ARDL g 3gail 5jkal) cilaleall i) JLI3) (6) aby J<i

Toda & Yammamoto. Jughll Ja¥) 3 duwddl jLai) 4.3.3.3

JaV) 8 Gadl laal Aladial o5 g dgal) e G Banadl DL ol e el Jal e
zisa e dahll sl aawi Cus (Toda,H & Yammamto,T,1995) dagie iy Jashll

. VAR(K + dpay)

Toda & Yammamoto 4uuud) jLad) milii (9) sl Jgia

Dependent variable RGDP

Independent V

x? Df Prob

GC

0.160 0.98

PC

2.094 0.55

M2

50.439 6.43

OPE

14.050 0.00

DEP

W [ | W | W W

0.372 0.94

Eviews 13 zaliyn cilsjie o alac¥b Salll dlae] (e 1 jaal)
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0 ALY adll 1) 3 Galadl Jeaall 8 bl DA (g
%05 Ligiaall (ggine e GDP cuwy ¥ GC :aaall (il Jits @

%05 Ligiaall (sine 2ic GDP cuwy Y PC ol (il Jis @

%5 3\:\}.\41.43\ Gyuua die GDP o Y M2 :edad\ oaxdll iy e

ol Lsiaall (siuse 2ic GDP sy OPE il padll Jis @

%5 Ligiaall (g5ine 2ic GDP e ¥ DEP taaall () Jais o

dfilian] AN I3 dans ADke () el ol Wl g Uaidl) sl clpige o) dasadl Lad) il ea s
@l Z ) zha) of il cjelal 2 il g ) 558 DA L 8 (ol saill ae
DL 0y90 S Laa ¢ oaleai®¥) gaill B 815 A ABle 359 e RIS, (CONtrol variable)
Sl ekl ik L jlie sal) s jaudn

Gluagilly claling) .4

alating 1.4

@) oY) sl dus oy Il skl (bl idge (e desane duhall o8 Caeaiid
daw ) ALYl bl ) astill (ape dady @@l ) palad) g Uadll 7 giaad) LY dui
g b YGds Lige s by ol yeadd) Sleal) ol il el el ) dlagh es)
3 iy ol MW g il o) G e sps 2023 —1980 5l DA Ll 8 (galaiBy) gal
G A Sl Gans ae By 138y ¢ pail) Jaint 8 550 Gaalil e DU (Banlly 5ol (g5inne
McKinnon, ) ¢ (Robinson, 1952) sall dlac by 8 Al ¢ Usall jibuall cd) jsal) 8
sailly dagall G A8 o ) (Demetriades & Hussein.1996) dulp cillag WS« (1973
Oe waad) axal Gy Bagase e ) Adiaa G55 VA Gans g QAT ) ol e s
Aoali) ahlinay) sai Ll lgall ) Gavadill are ASES Gl s2e ) odialil
Rousseau & Wactel, ) <l sl LS (Arcand & AL, 2001) & )ladl rolie sni lggaangi
Chlaad) sai lgaladinl aae g slaBB¥) (& ag all s sgw cann b 2y g el Gua (2011
b e A ) saill o L) el iyl bad) Y Cfiall) (ans usd LS caliy)
ol dagall e 2yl o inn Len il B0 aay @ll say Cillaes) Ahadi dgagy il puaiall
e dghaaill clsilall e Lajial) slaieY) Lead ¢ (Aizenmant & AL, 2015) saill s Ll
e Y Gl Al o yead) Slgall slacly (alall g Uil dealis disaaay J3l o
el bl ) agaill (e daws Jia) elaill AaaS e alatind Glb A ¢ gl o mguas
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L oy daaliy) dladdy) aes (3 Jll) g Usdll e gill jonll Wil Guas ¥ 8 (Aol Ly f
asy Jalsas pln 8 ) ol o 48D o ) il i LS (Beck,2000) 4d) Ll
Dot A7 =3l alasinls lass ST by sl oSy Laa cilansall 83gag oubiad) SLEANIS
aluasil) 2.4

g S g Uaall ALl cladial gai aall 85 pum Al ags Sl 02 ggua b
st e dand) i LS i) Aladdl) Jisad 8 oy90 ol 4l ity Lay 43Dy 456 ujes
e adlly g Wl g Jas 3 i@l pnsig ol e slaie¥) e aall dgoliaidy) daily)
Sl AUl Gled o) Lay (i) e lguan Jagediy (alall g Uadll puniss ) dilia) cdiiial
Gl bl Uayd a5y cbonad) i) Guiad o8 2SY 25l iy Ualis) Jasi
S ey dan il aladiuls dalifiss Cigas eha) 8)g g Auhall asi LS ¢ Dlle Cladleal
eas
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