SEBHA UNIVERSITY JOURNAL OF PURE & APPLIED SCIENCES VOL.20 No. 1 2021

Sebha University Journal of Pure & Applied Sciences

Journal homepage: www.sebhau.edu.ly/journal/index.php/jopas

ddpadlly dizmd! pglall Lo daal> dlmae

VAR gl aluseialy s gulll sLazd¥l § Sirizd! Jloo¥l el g5lidly s9aill o ye o At ] 2330l

oba dunr eulallpnl joe 5 g all ol ada ol

L el Bnals c2Limz8¥I 2,0S

A lial | LS

ol

9l oy

GAudll sl

Loread) 43l

eliadl JalSall Las |

TODA & YAMAMATO ,Las|

(olll 2Lazd¥l § agaodl mlidly gl (o yall § ol o L) 28l Aulys ) 385501 cibuia
dl 51980 (e 35all ((RGDP) il lidly (MS2) alsll dageins 352l (ope dulylll custseradl
aliadl JalSal lasls  TODA & YAMAMATO 4wy GRANGER dw 5L | ¢ly] @ig <8 2017
Bl oyldsl w8y bshlly puaall J2¥1 @ cunsall on 23lsddl WMl Lyumdd Tasdl muzial 73549
Bge Cisly Al sday Casandl @l J) sadl (aye (o 4t dus slmi¥l bl A8e 3529

($3bazd¥l LLadl e 353l 18l § Ogaiadl] Sy LY

The Causal Relationship between Money Supply and Real GDP in The Libyan Economy: Using The

VAR Method

*Alhadi Basher Alhadi & Omar Abolgasim Jibril

Faculty of Economics, Sebha University, Libya

Keywords:

ABSTRACT

Money Supply

Real GDP

Causal relationship
Co-integration Test

TODA & YAMAMATO Test

The paper aimed to study the causal relationship between changes in money supply and real output
in the Libyan economy. The study used money supply in its broad concept (MS2) and real product
(RGDP), for the period from 1980 to 2017, and the GRANGER causality test, TODA &
YAMAMATO causality test, the joint complementarily test and the error correction model were
performed to determine the equilibrium relationship between the two variables in the short and long
term. The results showed the existence of a one-way relationship as it moves from the money supply
to the real output, and this result was in support of the monetarists "theses about the effect of money
on economic activity.
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g2t g et boliyl pue a8k

Pairwise Granger Causality Tests (8) Jgu

Sample: 1980 2017

Lags: 1
Probability F-Statistic Obs Null Hypothesis:
0.0139 492543 36 LOGMS does not Granger Cause LOGGDP
0.2859 1.30413 LOGGDP does not Granger Cause LOGMS

Granger Causality ;Las! L Glay @) pa8lsdl Jadd sLas¥l s sl
JolSS 39250 (3latey jmie sl g 8pdiue Judlu pasisy gdll 9
Toda ,Lasl of ¥) (Granger) yzilyz) Jubeddl 4yt v e
Al 5Las | gag dalisell JolS @loys sl wlay &Yamamoto

slaslg <Augmented VAR ageie e 5Lasdl 1ia asdg (J2¥ sl
16] JWl JSadl e 7390l Aelso Siass skl Wald

k k k dmax
Y=o+ Z Bi Y+ Z A xe—i + Z Aj X
i=1 i1 i=k+1

Q@ tend! A8al) dmnslly Ayl Jom Craniall o Aad| B 0
Jli>Ls (4.92543) cisly F asbas] 01 «(8) o8y Jgus! § suadll J24)
e 3981 iy § sl O A8 Jsid ] 39541068 .(0.013) 5,08
Ly Lol aamd) bl § ol il pmilr pogin s
A ) o) bl (o dets At A8 3929 A HLis | deylid
) L (e 4 Bt A8V w3 W il il il gl (Aol

colees¥ alsf Ml () (gaas 39l oy

«(Toda &Yamamoto jLs1) Jsglall Jo¥1 3 A8Mall ;L

Dependent variable: LOGGDP (9) Jgu>

Excluded Chi-sq df Prob.
LOGMS 11.65492 2 0.0029
All 11.65492 2 0.0029
Dependent variable: LOGMS
Excluded Chi-sq df Prob.
LOGGDP 4.270331 2 0.1182
All 4.270331 2 0.1182

B Uslae § (Sl Jolas) mumsatll axt 5yuall dadall 2od
a> o e Jus Lee (-0.764935) caily tu> Adlug dugine Azl
929 i€y il @l § Slpadl sends § aelug sl pumias

Azl ! ) 2puadl ST e 4o Jsslall Ua¥1 § At 28Me

LOGMS (1o slzes¥l 2palol Jo¥1 dlisks 28)e 3529 5Las¥l il oyl
(11.65) Chi-sq cidzs > %5 Ligins Syima dic  LOGGDP

(9) 08, Jsamdl G uogs 52 b cwe=(0.0029) 4l &gin0 G9iime wie
{(ECM) ¢l mamsms Lz |

ol (10) py Joadl § Amissll o ol zumins z3gas gl copels]

ezt @MS)LE.L‘H (10) Jj-‘-‘,"

Error Correction: D(LOGGDP) D(LOGMS)
CointEql -0.764935 -0.017734
(0.19369) (0.01383)
[-3.94924] [-1.28191]
D(LOGGDP(-1)) 0.209114 0.000416
(0.15615) (0.01115)
[1.33922] [0.03732]
D(LOGGDP(-2)) 0.254813 -0.012296
(0.15187) (0.01085)
[1.67784] [-1.13357]
D(LOGMS(-1)) -9.737659 0.142926
(2.67680) (0.19118)
[-3.63780] [0.74759]
D(LOGMS(-2)) -2.296338 -0.113059
(3.10981) (0.22211)
[-0.73842] [-0.50903]

JOPAS Vol.20 No. 1 2021

12



The Causal Relationship between Money Supply and Real GDP in The Libyan Economy: Using The VAR Method Alhadi & Jibril
C 1.029020 0.089863
(0.44215) (0.03158)
[2.32733] [ 2.84565]

Lol ae o Gl ¥ z3saill o o (1) @3, Jouzdl IM5 (e
Null hypothesis: No serial correlation at lag h(11) Jgu>

A sl oty Lasy|
I Bl yLas|

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 2.569986 4 0.6321 0.645907 (4,52.0) 0.6323
2 4.191881 4 0.3807 1.069952 (4,52.0) 0.3808
oy Jouml § Amassll ladl U5 (0 %10 Bgine Gyruny Lianbs PN PPCI I ZY
Lasiss 390 z3gadl Ols (Jargue Bera ) ablbas| daud I (10 sl
(12) Jsux
Component Jarque-Bera df Prob.
1 21.34221 2 0.0000
2 0.096784 2 0.9528
Joint 15.22856 9 0.0848

¥ ) ydilall Aidl e Lo e Janad) paall e %22 Jlg>g 4l

:(Variance Decomposition) ¢y bad| a3 Julxs

ol do¥1 ad) I (13 @8, Jgamdonlad! @55 slas| mls ey
fds i (LOGGDP) pazall usly sslone Uas ltias deaall
Ldl G dauds 3l (o i %78 Jlgo g cdwis paall oo %100
Variance Decomposition of LOGGDP(13) Jgu>

%30 Jls>g cdunas paill ) 39m gyl elasedl 00 %70 o6 (Liskal)
(LOGMS) Jazull pazll oy

Period S.E. LOGGDP LOGMS
1 1.361864 100.0000 0.000000
2 1.849396 78.12461 21.87539
3 2.129137 72.82893 27.17107
4 2.207762 71.19922 28.80078
5 2.220657 70.75751 29.24249
6 2.222527 70.79723 29.20277
7 2.232877 70.79857 29.20143
8 2.248534 70.64142 29.35858
9 2.261600 70.42119 29.57881
10 2.269584 70.23310 29.76690

aie) oshall Jo¥1 3 Lol Al Aidl § Jazad) sl 0 %19 s cduas
sl sgay lall clasdl e %07 ola (Bralall il
(LOGGDP) Jaiul! paill o %33 Jls>9 «(LOGMS)duuis

@ ol & Hlas) Bl Cxiadl (LOGMS paiel) dwdlly Wi
Glas las Hluiey esall wie Jo¥1 diwdl M5 o (14) @3, Jouzd!

s> 5 cduds yaill (e %89 Awds yuss (LOGMS) piazall a1

3l e Lisyas %81 Leiyy «(LOGGDP) Jaiwdl saall ) a5 %11
Variance Decomposition of LOGMS: (14) Jsue

Period S.E. LOGGDP LOGMS
1 0.097267 10.68559 89.31441
2 0.155775 19.08368 80.91632
3 0.214265 29.35443 70.64557
4 0.274858 32.40107 67.59893
5 0.329681 33.55036 66.44964
6 0.376004 33.98245 66.01755
7 0.415247 33.99040 66.00960
8 0.448786 33.78578 66.21422
9 0.478038 33.55222 66.44778
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10 0.504377

33.33901 66.66099

Cholesky Ordering: LOGGDP LOGMS
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