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The Causality Test Between The Changes In Exchange Rates and
Balance Of Payments In Libya Economy From1966 To 2021

Abdulrazag M Etelawi
Economic Department
School of Economic Sciences Algarabulli,

Elmergib University, Libya

Abstract

The current study analyses the relationship between the changes in exchange rates and
balance of payments in Libya over the period 1966 — 2021, co-integration approach was
adopted in this study by using Engel-Granger method and error correction method to
identify the causal relationship between exchange rates and balance of payments in the
long and short term and their directions. The study resulted that exchange rate has a
positive relationship with balance of payments in the long and short term.

Keywords: Libya Economy, Co-integration, Exchange Rates, Balance of Payments.
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Dependent Variable: RESERV
Method: Least Squares

Date: 08/20/22 Time: 09:10
Sample: 1966 2021

Included observations: 56

Variable Coefficient  Std. Error t-Statistic Prob.

C 24.22515 0.156576 154.7181 0.0000
ER 2.758619 0.169944 16.23256 0.0000
R-squared 0.829919 Mean dependent var 22.62103
Adjusted R-squared 0.826769 S.D. dependent var 2.183661
S.E. of regression 0.908861 Akaike info criterion 2.681812
Sum squared resid 44.60552 Schwarz criterion 2.754146
Log likelihood -73.09072 Hannan-Quinn criter. 2.709855
F-statistic 263.4960 Durbin-Watson stat 0.253248
Prob(F-statistic) 0.000000

Sy il ol oy sl Al i Laa) i £(2) K8, Gale

Null Hypothesis: U has a unit root
Exogenous: None
Lag Length: 0 (Automatic - based on SIC, maxlag=10)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.572620 0.0008
Test critical values: 1% level -2.608490
5% level -1.946996
10% level -1.612934
*MacKinnon (1996) one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(U)
Method: Least Squares
Date: 07/25/18 Time: 09:12
Sample (adjusted): 1967 2021
Included observations: 55 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
U(-1) -0.176242 0.050752 -3.572620 0.0010
R-squared 0.166056 Mean dependent var 0.053875
Adjusted R-squared 0.166056 S.D. dependent var 0.353310
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S.E. of regression 0.322645
Sum squared resid 5.517287
Log likelihood -15.03304
Durbin-Watson stat 1.704833

Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.

0.593816
0.630649
0.608021

Dependent Variable: D(RESERV)
Method: Least Squares

Date: 08/20/22 Time: 09:13
Sample (adjusted): 1967 2021

Included observations: 55 after adjustments

Variable Coefficient  Std. Error t-Statistic Prob.
C 0.109552 0.032280 3.393808 0.0013
D(ER) 0.844527 0.168251 5.019455 0.0000
U(-1) -0.156035 0.036390 -4.287888 0.0001
R-squared 0.436961 Mean dependent var 0.142972
Adjusted R-squared 0.415306 S.D. dependent var 0.304018
S.E. of regression 0.232468 Akaike info criterion -0.027124
Sum squared resid 2.810158 Schwarz criterion 0.082367
Log likelihood 3.745920 Hannan-Quinn criter. 0.015217
F-statistic 20.17798 Durbin-Watson stat 1.977735
Prob(F-statistic) 0.000000

12

-0.6 -0.4

Probability

Series: Residuals
Sample 1967 2021
Observations 55

Mean

Median

Maximum

Minimum

Std. Dev.

Skewness
l Kurtosis

- - Jarque-Bera
-0.2 0.0 0.2 0.4 0.6

-7.57e-18
0.006688
0.667384

-0.593967

0.228123
0.084987
3.683909

1.138095
0.566064
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 0.620058 Prob. F(2,52) 0.5418
Obs*R-squared 1.281109 Prob. Chi-Square(2) 0.5270
Scaled explained SS 1.536757 Prob. Chi-Square(2) 0.4638

Test Equation:

Dependent Variable: RESID*2
Method: Least Squares

Date: 08/20/22 Time: 09:15
Sample: 1967 2021

Included observations: 55

Variable Coefficient  Std. Error t-Statistic Prob.
C 0.054187 0.011814 4.586855 0.0000
D(ER) -0.064759  0.061575 -1.051695 0.2978
U(-1) -0.003724  0.013318 -0.279653 0.7809
R-squared 0.023293 Mean dependent var 0.051094
Adjusted R-squared -0.014273 S.D. dependent var 0.084477
S.E. of regression 0.085077 Akaike info criterion -2.037511
Sum squared resid 0.376384 Schwarz criterion -1.928020
Log likelihood 59.03154 Hannan-Quinn criter. -1.995170
F-statistic 0.620058 Durbin-Watson stat 1.490403
Prob(F-statistic) 0.541843
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