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@3 Mishkin, F. S. (2019). The Economics of Money, Banking, and Financial Markets. Pearson.

(**) Ghosh, A. R., Ostry, J. D., & Tsangarides, C. G. (2010). Exchange Rate Regimes and the
Stability of Foreign Direct Investment. IMF Working Paper.

(*) Fasano, U., & Wang, Y. (2012). Libya’s Economic Outlook. IMF Country Report.
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(%) El-Katiri, L. (2017). Libya’s Oil and the State of the Economy. Oxford Institute for Energy
Studies.
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ARDL (4)d s>

Dependent VVariable: Y

Method: ARDL

Date: 06/12/25 Time: 05:39

Sample (adjusted): 1994 2023

Included observations: 30 after adjustments
Maximum dependent lags: 4 (Autom atic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): X1 X2 X3 X4 X5
Fixed regressors: C

Number of models evaluated: 12500

Selected Model: ARDL((4,4,4,4,4,4)

Variable Coefficient Std. Error t-Statistic Prob.*

Y(-1) -3.740897 NA NA NA

Y(-2) 2.212475 NA NA NA

Y(-3) -4.305848 NA NA NA

Y(-4) 5.498697 NA NA NA

X1 0.148527 NA NA NA

X1(-1) -171.6073 NA NA NA

X1(-2) -52.14066 NA NA NA

X1(-3) -47.96189 NA NA NA

xX1(-4) 34.12740 NA NA NA

xX2 -4.463061 NA NA NA

X2(-1) -1.702673 NA NA NA

xX2(-2) 11.70801 NA NA NA

X2(-3) -19.46894 NA NA NA

xX2(-4) -18.76924 NA NA NA

X3 -0.512957 NA NA NA

X3(-1) 0.586001 NA NA NA

X3(-2) -0.651052 NA NA NA

X3(-3) -0.074922 NA NA NA

X3(-4) -0.557533 NA NA NA

xXa -30.06746 NA NA NA

xX4(-1) 5.344623 NA NA NA

xX4(-2) 13.83199 NA NA NA

XA4(-3) -207.5206 NA NA NA

xXa(-4) -5.872792 NA NA NA

X5 -0.780871 NA NA NA

X5(-1) 0.062032 NA NA NA

X5(-2) 0.236080 NA NA NA

X5(-3) -1.355805 NA NA NA

X5((-4) 2.677705 NA NA NA

C 1896.334 NA NA NA

R-squared 1.000000 Mean dependent var 1.370000

S.D. dependent var 1.587049 Akaike info criterion -40.06751

Sum squared resid 9.44E-19 Schwarz criterion -38.66631

Log likelihood 631.0126 Hannan-Quinn criter. -39.61925
Durbin-Watson stat 1.814402

*Note: p-values and any subsequent tests do not account for model
selection.
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ARDL Long Run Form and Bounds Test
Dependent VVariable: D(Y)

Setested Model: ARDL(4, 4, 4,4, 4,4)
Case 2: Restricted Constant and No Trend
Date: 06/12/25 Time: 05:43

Sample: 1990 2023

Included observations: 30

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
c 1896.334 NA 0.000000 O.0000
Y(-1)* -1.335573 NA 0.000000 0.0000
X1 (-1 -237.4339 NA O0.000000 0.0000
xX2(-1) -32.69591 NA O0.000000 O0.0000
X3C-1) -1.210463 NA O0.000000 O0.0000
xXa--1) -224.2843 NA O0.000000 O0.0000
X5(--1) 0.839141 NA 0.000000 O0.0000
DY (-1 -3.405324 NA O0.000000 0.0000
DY (-2)) -1.192849 NA 0.000000 0.0000
DY (-3)) -5.498696 NA 0.000000 0.0000
D) 0.148527 NA O0.000000 O0.0000
D1 ¢-1» 65.97515 NA 0.000000 O.0000
DXL -2» 13.83448 NA O0.000000 0.0000
D (X1 (-3)) -34.12740 NA 0.000000 0.0000
D(CX2) -4.463061 NA O0.000000 O0.0000
D21 26.53017 NA O0.000000 0.0000
D(X2-2)» 38.23818 NA O0.000000 O0.0000
D(X2(-3) 18.76924 NA 0.000000 O.0000
D(X3) -0.512957 NA 0.000000 0.0000
DCX3(-1)) 1.283507 NA 0.000000 0.0000
D(X3(-2)) 0.632454 NA 0.000000 0.0000
D(X3(-3)) 0.557533 NA O0.000000 O0.0000
D(xa) -30.06746 NA O0.000000 O0.0000
D(C<a-1))» 199.5614 NA 0.000000 O0.0000
D(ka-2)» 213.3934 NA O0.000000 0.0000
D (<4a(-3)) 5.872792 NA 0.000000 0.0000
D(X5) -0.780871 NA O0.000000 0.0000
D(X5--1) -1.557980 NA O0.000000 O0.0000
D (XS (-2)) -1.321900 NA 0.000000 O.0000
D (X5(-3)) -2.677705 NA 0.000000 0.0000

* p-value incompatible with t-Bounds distribution.

Levels Equation
Case 2: Restricted Constant and No Trend

\Variable Coefficient Std. Error t-Statistic Prob.
xXa -177.7768 NA NA NA
x2 -24.48081 NA NA NA
>3 -0.906325 NA NA NA
xXa -167.9311 NA NA NA
x5 0.628300 NA NA NA
c 1419.866 NA NA NA

EC =Y - (-177.7768*X1 -24.4808*X2 -0.9063*X3 -167.9311*X4 + 0.6283*X5 +
1419.8659)

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) (1)

F-statistic NA 3
L3 5 3.38
3.73
4.15

Actual Sample Size 30 Finite Sample: Nn=30
10926 2.407 3.517
526 2.91 4.193
120 4.134 5.761

Restriction variance cannot be computed. Restrictions may not be unique.
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Pairwise Granger Causality Tests

Date:06/12/25 Time: 05:45
Sample: 1990 2023

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
X1 does not Granger Cause Y 32 0.94601 0.4008
Y does not Granger Cause X1 0.40848 0.6687
X2 does not Granger Cause Y 32 3.03988 0.0645
Y does not Granger Cause X2 0.61784 0.5466
X3 does not Granger Cause Y 32 1.07403 0.3558
Y does not Granger Cause X3 2.25196 0.1246
X4 does not Granger Cause Y 32 0.58442 0.5643
Y does not Granger Cause X4 0.01364 0.9865
X5 does not Granger Cause Y 32 0.06474 0.9375
Y does not Granger Cause X5 0.60327 0.5542
X2 does not Granger Cause X1 32 3.19012 0.0571
X1 does not Granger Cause X2 2.13129 0.1382
X3 does not Granger Cause X1 32 0.86597 0.4320
X1 does not Granger Cause X3 7.95440 0.0019
X4 does not Granger Cause X1 32 0.94382 0.4016
X1 does not Granger Cause X4 0.20568 0.8154
X5 does not Granger Cause X1 32 0.22935 0.7966
X1 does not Granger Cause X5 1.65358 0.2102
X3 does not Granger Cause X2 32 0.47241 0.6286
X2 does not Granger Cause X3 3.08325 0.0622
X4 does not Granger Cause X2 32 0.01462 0.9855
X2 does not Granger Cause X4 0.18840 0.8294
X5 does not Granger Cause X2 32 0.17582 0.8397
X2 does not Granger Cause X5 0.47123 0.6293
X4 does not Granger Cause X3 32 1.38597 0.2673
X3 does not Granger Cause X4 0.51036 0.6060
X5 does not Granger Cause X3 32 0.06751 0.9349
X3 does not Granger Cause X5 1.60976 0.2185
X5 does not Granger Cause X4 32 3.60574 0.0409
X4 does not Granger Cause X5 0.87383 0.4288
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Abstract

This study aims to analyze the impact of monetary policy tools on
attracting foreign direct investment (FDI) in Libya during the period
(1990-2023), amid significant economic and political transformations that
have affected the effectiveness of monetary policy. The research adopts an
analytical and econometric approach using the Autoregressive Distributed
Lag (ARDL) model to measure the long-term relationship between
monetary policy indicators—such as interest rates, exchange rate, money
supply, and foreign reserves—and the inflow of foreign direct investment.

The results revealed that most monetary policy tools had a negative
impact on FDI attraction, as high interest rates and exchange rate volatility
were associated with lower investment inflows. In contrast, money supply
showed a positive relationship with FDI, indicating the potential of
expansionary monetary policy to stimulate investment if coupled with
political and economic stability. The study also highlights the limited
independence of the Central Bank, the multiplicity of exchange rates, and
the lack of coordination between monetary and fiscal policies, all of which
have undermined the effectiveness of monetary policy in achieving its
objectives.

The research recommends strengthening the independence of monetary
policy, unifying the exchange rate, adopting flexible monetary policies, and
improving the security and institutional environment to create an attractive
investment climate that contributes to sustainable development.

Keywords:  Monetary policy, interest rate, exchange rate, money
supply,FDI
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