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Studying the Causality Relationship between Inflation and Money Supply in the Libyan Economy

Using Tod -Yamamomoto's Methodology
*Abdulhakam A. Alderdeer, Abdulbasit O. Mansour

Faculty of Economics and accounting, Fezzan University, Libya.
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Inflation. Using the standard time-series analysis methodology, this study tested and analysed the relationship
Causality between money supply and inflation in the Libyan economy during the period 1985-2018. The results
Toda-Yamamomoto showed that there is a circular relationship between the two variables in the short term, meaning that
Unit root each variable causes the other, but in the long term, there is no causal relationship between the two
Money supply variables, neither of which causes the other. The study recommended using the study model to control
Libya the general level of prices in order to achieve economic stability.
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