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Abstract: The aim of this study was to investigate the relationship between bank credit and
economic growth in the Libyan economy during the period 1990-2019. In order to achieve its
objective, the study utilized NARDL model. The main findings of the study indicated a weak
positive correlation between the study variables. In addition, cointegration relationship between
them was captured. Furthermore, the study found that positive changes in bank credit impact
economic growth positively. However, the relationship between negative changes in bank credit
and economic growth was statistically insignificant.
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O el SULII 1(1) @By J g
Variable Proxy Symbol Data source
Economic growth Gross domestic product GDP MOP, CBL
Bank credit credit to economic activities BCR CBL
LNGDP LNBCR
11.6 | A 9.2 ///J’ g
115 ] \ “‘\\\ //\ n //
o) N
112 ] _— “‘ , 8.0+ //7f\/
111 /\/ \ \“ 76 ///\\ //
11.0 ‘J - .
ol Ot gl da 1 Sl gLt o 1 2(1) B SN
Coudl O il dn 1 sl s ) ALY ailad-) (2) oy g
INGDP INBCR
Mean 11.33650 8.387761
Max 11.27807 8.121757
Min 11.03742 7.486781
Std. Dev. 0.181020 0.709518
Jarque-Bera 2.077951* 3.386940*
Observations 30 30
* residuals are normally distributed
ol O pad dto 1 Jusdadd) B 1 yor 1yl 1(3) oy J g
Variables ADF PP ZA Decision
INGDP -3.003880* -3.044828* -5.878069* 1(0)
INBCR -4.174111** -3.552772** -6.059735** I(1)
* **gignificant at level , first difference (5%)
INBCR INGDP
INGDP 1
InBCR 0.48** 1

Significant at 5%.
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Tests Results
Test statistic 17.36807
Joint F test . 1(0) 4.267
0,
Critical values (5%) (1) 5473
Test statistic -6.759783
Lagged dependent variable T test . 0 1(0) -2.86
Critical values (5%) i) 353
Test statistic 20.06245
Lagged independent variables F test . 0 1(0) 2.55
Critical values (5%) i) .49
Decision Cointegrated
UECM sl p$ lad) moaas 3 48 1(6) o8y J gt
Variable Coefficient Std. Error t-Statistic Prob.
C 11.41928 1.487945 7.674529 0.0000
D(LNGDP(-1)) 0.766014 0.138812 5.518357 0.0000
D(LNBCR_POS) 0.324012 0.184381 1.757295 0.0969
D(LNBCR_POS(-1)) 0.257348 0.167611 1.535386 0.1431
D 2011 -0.469001 0.077405 -6.059055 0.0000
D_2014 -0.598667 0.103018 -5.811261 0.0000
D_2016 -0.166613 0.076360 -2.181947 0.0434
CointEq(-1)* -1.028993 0.134842 -7.631129 0.0000
JOLS iy jar o galt 1 I 331 Sledmo s 1(7) oy J s
Variable Coefficient Std. Error t-Statistic Prob.
LNBCR_TRM_POS 0.102088 0.044181 2.310705 0.0337
LNBCR_TRM_NEG -0.256436 0.175599 -1.460353 0.1624
‘Residuals diagnostics tests B s3! i dnaseddl Sl yles) 1(8) o3y J gl
Test Results
Jarque-Bera 0.930031 (0.628125)
Breusch-Godfrey Serial Correlation LM Test 0.910464 (0.6343)
Breusch-Pagan-Godfrey (Obs*R Squared) 8.132758 (0.5208)
ARCH test (Obs*R Squared) 0.114050 (0.7356)
Ramsey RESET Test (F test) 0.624220 (0.4410)

1.6
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0.8

0.4
2 )
4 0.0

-0.4

T T
T T
2017 2018 2019 2017 2018 2019

—__CUSUM ____ 5% Significance ‘

‘ —— CUSUM of Squares -—-—- 5% Significance ‘
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