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Measuring the impact of financial development on economic growth in Libya during the period 1980-2023 using
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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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42y (Augmented ARDL) z3ges 18 ludl sda I Jlaidly (Jo¥l 3yall wic gorudl wie Hharadl o lanall olpaall £3555 com @ cgsied
Sam, Y. Mcnown,R & Goh/S, ) Jsshally masll gull @ 4Salodl @ladall jlasly pasbasdl sda ladul e 45)ual « szl ad¥] 7 3gaill
(2019

(PP) 81 s 5liis | L5 (3) 035 gk

At Level PC GC M2 OPE GDP DEP
t-Statistic | -2.8078 -3.0671 28160 | -1.6443 58819 | -2.5165
With Constant Prob. 0.0655 0.0367 0.0644 0.4518 0.0000 0.1187
* *k * nO kokok nO
With t-Statistic | -44272 | -40270 | -43058 -2.7509 -9.4133 -3.8633
Constant & Trend Prob. 0.0053 0.0150 0.0073 | 0.2226n0 |  0.0000 0.0224
. . . 0 . .
Without t-Statistic | -0.8475 -0.8281 -1.8865 -0.7618 -5.7631 13119
Constant & Trend Prob. 0.3430n0 | 0.3514n0 | 0.0572 | 0.3804n0 | 0.0000*** | 0.1723 n0
n0 n0 * n0 Rk n0
AtFirst 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
With Constant Prob. 0.0000 0.0000 0.0000 0.0000 0.0007 0.0000
o o o ok ok o
With t-Statistic | -10.1889 | -15.9264 | -11.0300 | -7.0977 | -21.8883 | -11.4410
. Prob. 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
onstant &Trend KkK KkK KkK Fokk E2 2 KkK
Without t-Statistic | -10.0513 | -11.4118 | -10.9365 | -7.1237 | -21.5379 | -10.2749
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

[158]



wAlaill dlao

h;iajallat Al-Tafani

Constant & Trend ook Aok *okk sokk Kok ‘ . |

(E-views13)meliy iloyima (10 1 ysall
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) 8us g1l yia sl galis (4) 03y Jgua

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) dM2) | d(oPe) | d(Gpp) | 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
Break date 2016 1997 2011 1993 2014 2012

(E-views13) galips Silanyien (pa 2 sl
ARDLas 39| diad! ol gmald 311 lums¥l 7 3gad yyuids 3.3.3
e 3929 (y0 uST sgutl HLas ) elya] Lacay @i ez dgaidl § alatadly Zaglall el paall JSO il elagdl ol s dyams aay ARDL 73508 a5 iy
39l Sl dte o il Lol
RGDP = —19 — 0.47RGDP,_, — 0.15RGDP,_, + 1.1GC — 2.8GC,_, + 3.9GC,_, — 0.06PC — 0.05M2
— 0.050PE + 0.170PE,_, — 0.74DEP — 0.96DEF,_; — 0.24DEP,_, — 26DM

R? = 1496, F — statistic =53, Prob = 0.0000

Lyl 3hud HLasl dagd o oo LS %96 7 3gaild &y puatll 3)ual) mslud) oy lsly (OLS) (g pauall ilasydl 4asybs dlasslgy ARDL 7 393 434a5 g
udi e 8080 L daeme (29 Aanud) ol pasll of G 1dag giae Ay I IS8 73 g0l ‘_57 ilas! Y5 =139 0.000 dgins Geuas 53 golud
Augine Y5 L z3gaill @l el of ) 8LAYL «(s3Liatd¥l gaill) pladl paall 3 s & il

Augmented ARDL & in (o gl 5Lz 1.3.3.3

(Overall F-Bounds Test) sgaxll 5Ll § alieilly Bounds Test sgusdl 5lasl @il oo J2¥) Aish 2455193 48)e s9g Hlas| @y Ayl ada 39
.(Sam,c, Mcnown,R, & Goh,S, 2019) «(Exogenous F-Bounds Test) ;Ls1g (t- Bounds Test) 5Laslg

die 1(0) oYl axdl oy J8T (F-statistic=2.43) Lgumll HLasd dad ol (Overall F-Bounds Test) sgusdl slasl cnu &1y (5) 03y Joaz @l (1
(No cointegration relationship) dul,ull ol piie (o J2¥ dlisk A8V S99 potay poall s yd a8y § dds duleg %5 Ligins Goius

S azll e J8T (t-statistic=-4.99) 4agd (18 mlall piield 8,5 Ll wlbgradl edlalas Glewsll 3 A5l g1y (T-Bounds Test) jlas| (o gunies Lol
905 Gotus |ie Lagian pie cudy JLlbs (Credd! g 92le aa365)

Lol Lball el @il L ylie ke %5 i Bugine b (F-statistic=4.17) Lesd aid (Exogenous F-Bounds Test) 5L Lef
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szl ol padl soe Aol Slax¥l Lasyl
6 2.43 F-statistic
APRESIEMENES W |
1(0) oY1 ! 1(1) A1 ! Lgiall Soiun
3.79 541 %1
2.76 412 %5
2.32 3.54 %10

T-Bounds Test a9zt jLas| @L'H (6) 03 Jo

E-views 13 zabiy Sl e e sleie¥l donldl slue] o el

aazll ol sl sue Lagall Slasyll 5Lasy]
6 -4.99 t-statistic
sgazell Alguzell eudll
1(0) oY1zl 1(1) L1zl Lgiall Gyiume
-3.43 -4.99 %1
-2.86 -4.38 %5
-2.57 -4.04 %10

Exogenous F-Bounds Test sgull jLas | mli (7) o8, Joi

E-views 13 molip cilapie e slaie¥l oLl slie| oo s yiall

sl ol sl soe Loyall Shasyl sLasl
6 417 F-statistic
Sgdeell Adgusedl @uall
1(0) oY1zl 1(1) LYzl Lgiall Gyiume
3.00 517 %1
2.45 3.94 %5
2.81 4.79 %10

E-views 13 molip cilapie e slaie¥l oLl slae| o s yiall

Aaie il olLasy1 2.3.3.3

(8) 03y Joumd! @ il sludl M5 (a9 Aslias Pl JSLALS (o 0515 (y0 uST Apmse 200 ) Las¥1 (anny S Tels 5uall 7 3901l Boga (o STl
Apazeadll ahlasy S kel s juall zdsal) o puaz

ogaill JIll JSCaTls daie ddll Sl LasYl wilis (8) o3y Joun

Slasyl dagall Sbasdl Agias Slodl dluda
Jarque-Bera 0.307 0.857 redall 239l
Serial Correlation LM test 0.326 0.597 S bl alin uags ¥
ARCH Test 2.061 0.684 enbiall s S (0 LaT Y
Ramsy Reset Test 2.247 0.166 JIdl Sl g las yols aue

E-views 13 zabiy Sl piee e sleie¥l cnldl slue] e yuall

[160]



wAlaill dlao

h;iajallat Al-Tafani

e dseill ISl 5l panadl Las 3.3.3.3

HLgias Solue e Zatl 39> U515 Siled! JST1 iy Cas Tyl 58 Jlshos 8yt ARDL 7 3901) 8505k cidlalall 015 (5) oy JSa) ) 1ol

%5
14
12 16
1.0 12
08 8
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04 ] 0 M/\/\/J\
//

00 f/f 3

0.2 -12

04 K
% 98 00 02 04 06 08 10 12 14 16 18 20 2 16 9 98 00 02 O4 06 03 10 12 14 16 18 20 22

—— CUSUM of Squares 5% Significance —— CUSUM 5% Significance

LI ARDL 7 3gaid Sl p a1 Lias | (5) o3y JS

Cé}-ﬂ-ﬂ-" &Lﬁ.l“)bjlmbl.nb‘ 4.3.3.3

At SIS (pasds piy Ayl BAS IS 8yauun Byuil) 7 350l lalas 0T (6) 08, JSA) a5

2 4 5.0 12
2 25
8
1
0 0.0 -
4
-2 25
0 — .
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-6 75 4
-8 -10.0 8
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S U S
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Toda & Yammamoto. gl Ja¥ & Al 5l3514.3.3.3
(Toda,H & Yammamto,T,1995) duzeiie 339 bshadl J2¥1 3 Aadl Laas alosein @3 7 3gadl il piie o Land] 28Nt slmsl (oo Bazall Ui 1o

VAR(K + d,0,) z3ses de 2alall sia dazad

Toda & Yammamoto deteud! jlas | zilis (9) o, Jgia

Dependent variable RGDP
Independent V jr'_: Df Prob
GC 0.160 3 0.98
PC 2.094 3 0.55
M2 50.439 3 6.43
OPE 14.050 3 0.00
DEP 0.372 3 0.94

Eviews 13 olip Sl yiee (e sbeie¥ly Cnldl slae oo 2 5ual)

) AWl @idll 51,8) @5 gl Joamdl § gsluadl S5 e

%5 Lugiall Soiua dic GDP o ¥ GCipuall y,all a5 @

95 Agiall Syitus ic GDP caruay ¥ PCiauall yoyall i @

%5 Higiall (Seiun dic GDP i ¥ M2 taiall o508l Ly @

91 &giall Eoiue dic GDP Cus OPE ool poyall Judi @

%5 @giall Gotume dic GDP s ¥ DEP cactall poyall Lias @
209 (ualyolll 58 IV Lt 8 oliatd¥1 gaill e Aslias] &Y 13 At A8Me 1 el o JU gl jolas ol o sl SLas ) 50 s
& ! 0395 uSay Las ¢ 3Lz gaidl § 8y350 Autew A8Me 3929 (e aiS (control variable) (glxddl 7 liasdl 2 1hs) oF mlid) ey lsl uas el
QW bl il 3lie yerll LS panis
Sluogilly ol>bilindl 4
Sl i 1.4
Ly il ) polsed! g laall zoiall ole¥! dwdy c@lidl ) ole¥! Jlant Zewd (29 JUI salatll Lolid ool ybhe (o0 Ze gazme Aaslydl .da Can it
3Laz8¥ yarll aumdd § Ylads |50 ey caaly @ 3 all Sleandl 0l bl cpqlaly «lall J1 adlosdl Jlas] B J1 Z8LAYL (il J) ssall aye
o g By 1dag ¢ gaidl naz (§ 8595 cealed ol Banly BelaSIl (gt diay iley of JUWI g Uadll ()T uSay Lo g9 20231980 55all I Lud &
Demetriades & ) 4ulys cilisgs LS« (McKinnon, 1973) « (Robinson, 1952) geill dlxe ads § JW g Uadll y &Ll guad! 5ol § o88Ca &I alaa¥Y
oLl e saall dasmyl sl (Bagmge né of Aaais 0955 Nl pany 39 5T J ol (oo calist sally Jagatll o 283l of I (Hussein. 1996
@ ol LS (Arcand & AL, 2001) dslall asline s Lpas3y Aumr ¥l Shlatladl s 2 3)l5ald ¥l (agasdl aue A4S ol puds sue )
rud LS A Yl whlorad) g Lalasiul adey sLatd¥l 3 (a9,all a3s5 £ g o I3 350 lg il > (Rousseau & Wactel, 2011) <l
Ol @ Las s ) msmy U3 ay Callanil dladi 35299 lasall o Aghas a2 28NSl ) gatl) e JWI Hslatdl ol il qladl 391 ot L) (any
Laaluns Lagazag Jsall sty HuiaeS Lhatll sluslall e Lyall sleze¥l Layi « (Aizenmant & AL, 2015) gaill iz Lesls ud gl (0 3l
398l ye s Jia) solatl] A4S il i ploiial (18 IS «paill e pyuigs oSais ¥ ptelas Aln 231 e il Sl slately pali g aill
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