SHIHAB JOURNAL OF HUMANITIES
Volume (2), Issue (3) (Sept, 2026)
ISSN: 3136-2958

Luileaiy) o glall gl lae
2026 sl 3 2aad) (2) Alaal)
3136-2958 =

Oa b Jald Al ALai®Y) B Cipall jrw cliSalinng Jadil) lauf
BIEv ‘-‘J“S‘Mé‘m‘dh@w
k,-,wfgém\ danad L2

LB} and ¢ ulifn daals dsulaad) aglally slaiy) Aol

k.marseet@uot.edu.ly

Oil Prices and Exchange Rate Dynamics in a Rentier Economy: Institutional
Evidence from Libya under a Managed Exchange Rate Regime
Dr. Khadlja Alafe Marseet

Department of Economics, Faculty of Economics and Political Science, University of Tripoli

2026 /09/19: y&ill & ki -2026/9/5:J 58 A1k 2026 /08/20 dxal pal) AL 2026/08/10 adia) fo U

Abstract

This study examines the dynamic relationship between crude oil prices and
Libya's official exchange rate from 1970 to 2025, using an annual time series
dataset of 56 observations from a rentier economy operating under a
managed exchange rate regime. The analysis addresses a gap in the
empirical literature concerning how institutional arrangements mediate the
transmission of oil price shocks to exchange rate dynamics, and incorporates
recent policy developments through 2025-2026, including the April 2025
devaluation of the Libyan dinar by the Central Bank of Libya and the
persistent gap between the official and parallel exchange rates. The
stationarity of the two series is assessed using the Augmented Dickey—Fuller
(ADF) and Phillips—Perron (PP) tests, followed by co-integration analysis
using both the Engle-Granger and Johansen approaches. A Vector
Autoregressive (VAR) model estimated in first differences examines short-
run dynamics, complemented by Granger causality testing within a Block
Exogeneity Wald framework. The results show that both series are integrated
of order one, I(1), but the full sample shows no evidence of co-integration.
Short-run VAR estimates reveal strong persistence in exchange rate

dynamics, consistent with the managed nature of the official exchange rate.
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Granger causality tests indicate no statistically significant predictive
relationship from crude oil prices to the official exchange rate. In contrast, a
statistically significant unidirectional predictive relationship is identified from
the official exchange rate to oil prices. These patterns, viewed in the
institutional context of the Libyan economy, highlight the importance of
institutional and policy mechanisms in shaping official exchange rate
dynamics, including Central Bank of Libya intervention and the persistent gap
between the official and parallel exchange rates. This supports an
institutional interpretation of official exchange rate dynamics and highlights
the limited applicability of conventional commodity—currency models under

managed exchange rate regimes.

Keywords: co-integration; official exchange rate; Granger causality; Libya;
managed exchange rate regime; crude oil prices; parallel foreign exchange

market; rentier economy; VAR model.
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sl SURYY 138 dngs a2l anadtl il gl USglls Adlaly Apolaml) cilubad)

A dalyall (3 il Qi) Blee

doaLdl) dalaidy) =l .4
atilll ae 4.1
(In EX;) ool Cipall jaug ¢ (In OPy) ool ol jland dsdasll cilebean) 1 a8y Jsaall (ayen
Goiall pailad L Lsale (pls dsas ) Baeasl Clelan) 50252025 ) 1970 o 555l Lad b
23 (e Glails 0.2106 (k) Snlesll) ol Coyeall yrus Jasgio gl Audpall 558 Dla
abanl) adll xagis <0.4196 )38 (gHlme alails 1.4354 alall Lol el Jacigie a1y Wi <0.3590
Al 55 S i) DS 8 el ¢ L) Lsall
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2025-1970) 5l DA Ll A el Cipal) jrg Bl jland Lidagh clslany) 1 Josa

Statistic In EX; In OP;
Mean 0.2106- 1.4354
Median 0.4366- 1.4487
Maximum 0.6828 2.0488
Minimum 0.5471- 0.3222
Std. Deviation 0.3590 0.4196
Skewness 0.7905 0.6925-
Kurtosis 2.6061 3.3659
Jarque-Bera 6.0832 4.7026
Probability 0.0478 0.0952
Observations 56 56

EViews zaliy clajie e Talaiely o(hgl) Jtll aema) Joall dalaiag (555l Lind Capean by ) Tobiiad Zali) slae] 1 jaal)

Baagll s cilusl 4.2
— sulis ((ADF) aussall Jlsd — S ()lid) aladinal sasgll jds i) 5l 2 o8y Joaall (aye
oat Al dnpall dumyil) (ad) <) ae Y T(0) L) (gsinal) vie g2 i . (PP) g
O sl oSy Lanss dndtipal) Gdlaa¥) pil) 0S5 Lo sag ccppmitall (o gl (B Bany 3 dsag e
(I G 3T ey (0) L) (ggisall vie A8Le 52 Capall ey Jadil) jlens Lol Jedld
O ey c@lly e 3l . jiall (e dallaia¥) aidl) QL e ¢aplia¥) IS & dheal) duca il s
Jalsall chlad) ehay agar Laa e (1) IV Anpal) o (PlelSia Cipaall jrasg alad) il laad e S

RE R
(ADF & PP)sasgll jda clid) milii :2 Jgas
Variable Test Form Test P- Decision
Statistic value

Oil Price ADF Level -205540 0.1089 | Non-stationary
Exchange Rate ADF Level 0.9017 0.9948 | Non-stationary

Oil Price ADF First Diff. | ***-7.2012 | 0.0000 Stationary
Exchange Rate ADF First Diff. | ***-6.8676 | 0.0000 Stationary

Qil Price PP Level -2.5825 0.1028 | Non-stationary
Exchange Rate PP Level 0.9017 0.9948 | Non-stationary

Oil Price PP First Diff. | ***-7.2061 | 0.0000 Stationary
Exchange Rate PP First Diff. | ***-6.8671 | 0.0000 Stationary

%10 5%5 5 %1 AV lisius vie A all adll by %61 AN (giss die Aojpeall Al by ) ** % i 1Alada
gl s dgag B Ajtall Loajdl) Jidni
EViews zaliy cilajyia e Tolael Zaldl 2 1 juadl)
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HQ, ) dusesll dglasy) sl

VAR igail Jliall clhiy) 53 jL5d14.3

i) Gy el U1 B LAa) ulee i 3 8 Joandl (e

VAR(1) zisas il ) oo (Lag =1) sasls el 358 of e (SC, AIC, FPE, LR

VAR C.{,A.\S Aial) eUaty) 58 Lad) :3 Jgaa

LAG LogL LR FPE AIC SC HQ
0 -3.4990 NA 0.004272 0.2200 0.2964 0.2491
1* 90.7812 177.25*% 0.000115* | -3.3912* -3.1618* -3.3039*
2 92.3519 2.8272 0.000127 -3.2914 -2.9117 -3.1485

cdsaal) 3 lgl) Slad) el 38 slatyl 558 ) (%) Aadlad) s, (Alaadla
EViews zaliy clajie e lalael Zaldl sl 1 jaal)

didall Jalsill aplisl 4.4
asly el siss (1) oY) Aoyl (pe lalSie sl Cipuall yrsg Tl Sleadd bk WIS o Ly
Dhaal (e JS ahasial (JaY) dbgh e s culS 1Y) Le cadSl pad) JolSall chlas) ehal Ser o3

.(Johansen) il 5 (Engle-Granger)

dyidall Jalkil Engle—Granger sl 4.4.1
(P-values) ddlasy) aall judsg .ol sl Julsill Engle-Granger jladl) =it 4 o8 Jgaall (g ym
by oo el IS %5 AV (ssiane Cipgla Al «(2) Aibanls (T) Aoban] e IS Akl
Ll s Lalal) (1) tlan) QB e el Sley dlide JalS5 3sny ades AL Ljieall il
(a1 Ak Sjiiss 5505 Al a9y acy LIS Lilan) DUy 50 Y Y1 130 old Asall Aaill (e

&idal) Jalsill Engle—Granger [Lidl 4 Jgaa

Dependent Variable | t—statistic | P-value | z- statistic | P-value Decision
Exchange Rate -1.4809 0.7710 -5.3622 0.6901 No Co-integration
Oil Prices -3.4367 0.0517 -12.2786 0.2089 | No Co-integration

é):\é @Ai _\M) C'_ﬂ.ajh.qﬂ ‘)3‘)\}«2 ‘)\:u..q e\A;luLn éﬁ&n ;.Ua;}” E):\ﬂ )LC\;\ (‘;' gﬂ‘):ui.e dA\S:\ Q99 e A_SA a:mdd\ i:ua‘yd\ 4daada
.56 :clwladl 22 MacKinnon (1996). 1 iy Lswss (p-values) ddlaa¥l aill (1 = clay
EViews zaliy cilajyie e lalael sl dlae) 1 jaadl)

didal) Julill Johansen jLid) 4.4.2
Loy (Trace Statistic) V) tilaas) of (b il JalSill cpualasa Hlial #3085 Jsaall Gy
e LegalSD ALlad) dajall il e Jif Lela 28 (Maximum Eigenvalue Statistic) alasll 4.511)
g . %5 AV (geine Legs ddaiijall (P-value) ddlaay) aall cajglas L« %5 dblas) Vs (g5ine
) o3 But .l jidia JalS3 ADAe a9 pie o pall A Ljieal) duadll b pre ) @Sl o2
C o) Aligh i Lol Ble asng o LS Tolan) Sl 5345 Yy ¢ jaine—da) sl il
A 558 DA L B el Cayeall sy alad) Tadil) e
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dyidall Jalsill Johansen jLid) milii § Jgaa

Panel A: Trace Test

Trace
Hypothesized No most 1 | Eigenvalue 5% Critical Value P-value
Statistic
None 0.2285 13.7478 15.4947 | 0.0708
At most] 0.0136 0.7278 3.8415 | 0.3936
Panel B: Maximum Eigenvalue Test
Max- Eigen
Hypothesized No.of CE(s) | Eigenvalue 5% Critical Value P-value
Statistic
None 0.2285 13.7478 14.2646 0.0602
At mostl 0.0136 0.7278 3.8415 0.3936

JalS5 35m9 pie daajh () are ) (Maximum Eigenvalue) alasll 4513 dadll laals (Trace) jlos) e JS i dadla
%5 AN (g die $yida
EViews zaliy cilajie e lolael 2aldl sl 1 jadl)

VAR ,Lii14.5
O s el Cipall jrw dlalaa (8 Aphaial) (o dadine A0 3535 ) VAR zagas w3l s
Wales b ddlas) AN 13 Bk bitl leud deles 0Kl gon G cdiilas) AN 13 bl el
le Bl L) e 538 o DUy sy o 63 aile JLis) pe Aadill ol Buliy iyl e
& Ailan] AN @3 B8 el Copeal) e selal (i) B . canl) Copeall jaas lSpan )
Vs dilas) L5 A0 o3 of o aSE ae o aile Lol dam pe cdlay La ool lead Aales
aall dgallell lecdl) & ll) Capeall jead il 535 ) s

VAR igai i eilhi 16 Jgia

Regressor AEX — coeff. AEX t —stat. AOP t — coeff. AOQP t — stat.
AEX(—1) 1.0122 22.31%** 0.1639 2.13%*
AOP(—1) 0.0206 0.52 0.7915 11.87%*
Constant -0.0058 -0.73 0.3640 2. 71 %**
R? 0.9477 0.8977
Adj. R? 0.9455 0.8941

s e %1 5 %5 AV (g die Aglasl) AV ) *EF 5 FF Sl s sAlada
. EViews zaliy cilajie e llael 2aldl dlae) 1 jaal)

Al jaile L3314.6
Granger ) il dayhs Ll (Block Exogeneity Wald) jlasl it (7) a8 Jeaall (e
iy ¥ Tadil) Slaad o Ao B S Ljseall A il by are ) g8l i cus . (Causality
Al Gaby & el b 0.6077 JliaY) dad il um (el Cipeall jre e L5 58
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s (e 51;331\ :\::Jbi :L_.}flhml 2\.35.\.\3 5).\5 99 ‘_Al ):\&:1 Laa ‘OA)S i GPuse dic Z\LLEA]\ 2\.:\)2.«43\

Null Hypothesis Chi-sq. P-value Decision
o Fail to
Oil prices do not Granger—cause the exchange rate 0.2637 0.6077 oot
rejec

Exchange rate does not Granger—cause oil prices 4.7408 0.0295 Reject* *

. %5 AN (ggias die dpeal) Gl (mby ) s ** :Aiada
EViews zaliy cilajie e lilael 2aldl dlae) 1 jadl)

Shil WYY sgua o el Ak8la .5
g AN Tl ey A dasde g B aged S ALY (e e gane ) Dbl i) s
o ousl) Al ) ol Sl Dpnscssally Ldigl) ailiadll sledie e bl B o)) Cipall
Dbl (s 8ydlaag Biis ADe 2gag @ ae i Y cdalall s i) Sl ) e dadl)
Y el ) ) Bdail) cilarall JUis) o bl cpis Al 8538 DA el Cipeall jaasy Ladil
L) Sl (g 8 il dosil) clubially Coyeall e By i S da Al Jb LSl sy

i) Jalsilly JLEaa) clad) il 4ddla 5.1
Aol e DalSie cans )l Cipeall prasg alall il Slead (g0 IS o PP 5 ADF (glas) il gl
Gl 330 2 Sl plasais J(0) Legilisinn & oSl e glulad) o cus 3 (1) A5V
Oo sl Ga JaY) dlgh Aa)ls ADle Gla el 1) Lo laal ) Q) dsaill sda i L JgY)
Jids 25a9 axe Johansen s Engle-Granger (glas) gl coghil el il Jalsil) aihlad) Pla
il Jigi axe ) daiill oda 0l %5 dblias) AV (gie die jidie JalS5 2 o QIS JSlas)
%35 dflas] AN (g die uxiall Gu sis JaY) Aigh d0))5 Al agag e QIS Jlas)

S oxdli o (e Ja dy ¢ ol SLaiiU daiil) Al Chana ) daill oda yuin Y cdpalai®y) Lalill o
) 38 Bgad (Gall Ll Cipemn B3} o) 3 Al dnsnge 5B e Jii ol Cipuall au
5yilue Auladill il ¥) Clyss S e aa3 38 Al Asbadly llalaaY )y ciind) C el avadss
el el )

Lilan) AV (g5 (e LllaiaY) ab (e Y 1ilai j3ss Johansen laal dai yuwis Lo ey
e Yoy el itie Jals 3Dl 35a5 e LS Tilias) Sy jig ¥ bl o) Jsll sa 391 caddey %5
-Glhe <5 JaY) gl Do 3925 pans ajall

aall) Ja¥) cilualiog L3810 5.2
e S B Aphadl) e Adle A0 25a G AV Gl b adl VAR zise il i

daiy 1.0122 Cipall jaad Al sl dalae g1l Cum ol Gad) o a)l) Cipall
L gﬂ i) ui damil) sda =25 Yol G dic 2\.:1‘95 dilaa) ana Ls‘\r’ Ju L c(t=2231)
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b b D i e Al Bl 5 a$atl Lty Taame say ABL) 55 DA eyl Capeall
bl it 8 agde 3y L Aakaie Ly £ Dlaetl pady y cipeall Gsu 3 lbally (i gl
o Yoy g gl oy haed Tt Gy Lae e dlal) gl o 5l 3 el sedd) 3 dal
13 il spalial) Jaill Slaad iyt el ol el e Aalai®Y) bl eyl L5 Llaiay)
D) st ool SLai®U daaly Tadil) ey Lobeai®¥) eyl Clie ) dasill o3 s Vs
Dl e 200 sl 8 ol Ll GSen ¥ el e s o Al Jae a3l 5dlly o 3gal
DB e e pabiatial e Laal) bl Sy (31 S1ad) Capeal) ol aleads b Ladyg . ans)l
O 20 Les e ia¥) aall avads Glubieg duia¥) cldaloay) sl DA e Ldaiil) clalyy) s
L hain¥) e dadiye days Dol Slead Coglil LS L eyl paad) ) Al dilaill clerial) Ui

k) e e dage dayny Alal) gl alaie) (S Lo sag A1

el Ciyall e B Gl sl o AN 3 ddlas) ADke gag N dadil) laud dlsles s
02 3o L (t=2.13) Lad e 0.1639 Al yundl dales ol Gun dadill Slead 3 syl
Ja¥1 (3 L) land olat caesl) Cipeal) aad Dgn 538 35ay el (M) aile Lad) aa dal
Sl el Capeal) jead Ttlie Toobeat) 180 435C ola¥) 130 s (S Y elld pag o ppeadl)
Ll ot Lad ()55 Daallal) dplaiill Goudls 3)loe ool SLaBY] pan el s cdaail] dgallal
IDle ghasy z3sall lgie (23S ) A po daledll ay el e 2l Adedll Gl 3 jlend
e Bl s g S A0 dalse il el G Tiey Tl (s 8 dilas] A
Alslee XS AN iealls ydlae Lol Ay Ao Gy edidaall Bpnacsgally Aoalea®Y) g bl
0.7915 Lal) jlewdy Al sl Qebee aly Gum dogd 2003 dhaind 3sag ) s Lol leud
o bl leal 4Kl of Aol 38 maagiy %1 (g5ies die Lilas] JIs 585 o(t=11.87) dai
L e ) Apallad) Jaiil) G3lgudd ailiad poo Gl G355 . olad) Lajlesey € IS8 505 ucdl) JaY)
Gl o @l e 3l o lenl) Gt 8 Ahadl) e A 2y dald) clerall B
Gsinaly A3lae cApalad) Adadill Goudly Adadyall Jolsally A5 Lyl aa ST dnpa Laidl) e

el Cpall jra byl (gganl)

L ek V. cppnall cp Dapl) 5l 8 maaly Bl axe ) cale JSa ¢ il JaY) il s
zisal) Gaca LI 85 3 el Capeall s ) Iadill lead e ANS (53 las) JUml e S
i Y el o Ll Sl gad cenl) Cpeall e e Ailias] g 53 35ay ekl Laiw ¢ aidl)
il duagead (a3 8 dilias) Aujass ADAe ddagy Ji il Lolial il o)lacl ola¥) 138 i
oyl yras il b Jandl) panil) Jebeo g i) Jadipy ey ) 8Ll . bd (8 Ao gl Lol
Y Cpuaiiall aA) Aphain) sok 58S Ay ¢ sl e 0.8941 5 0.9455 &l bl s

gt Byaball A 58 e Sy iy
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Al Ay Al LES) mil A28l 5.3

Lilan) AV 3 4050 )3 29 ade yail daiyh Lunll (Block Exogeneity Wald) las) ek
Sl <0.6077 Ldlaials 0.2637 aus (sIS dad iy Cun o)l iyl jaa gni daiil) el (40
z3sad il aipglil Lo daiil) o3 ac i %35 Ablias) ANS (s dic dujpeal) duajdll (md) oS Y
e bl el 8 dalud) clysall el Cipall jew dlatia) agase e el JaY) 8 VAR
el (G Gl Jps ) Al Jae 85ally g 3gaill ) e (255 Y bkl Slaad i of ) s
A 5 8 sl

Capal) Jrd 55 58 d9ag p3e o paB A dteal) dacaill (b LasY) el (midl e
dflas] ANS @3 a9 <0.0295 Lllaial 4.7408 aus IS dad cialy G daiil) e slas el
s e ola) Aalal Lilias) LD 508 dgag o Aagill oda Juig %5 Adlas) AN (g die
dsas ole Dy Al o3 i) (Y eelld po o peadll ol G Tl e ) el Gyl
A3lhe ol SLaBY) pnan jral Tl cdpallal) Tl Slead o oalll Copall jend il galea) i
Al o3 e ) (o el LA gal) o) b lacsSU dilie Alga L ()5S Laallall duaiill 3 guall
st g ASHae dalse 39y ol c@uiall IS o Liey Ll (e 8 ddlias) s ADaS
sl dasgally Lalai®y) iy hally ddatiye 5ydibie

(ol Cayall o olat dadil) Sl duganl) )l Qe b Al Jlges ) danills ) daail) Siamy
Capeall allas of B ausiill Al 038 ac i . uSlaal) slad¥) 8 dflian] du5:5 528 eels Jilke b
555 (g - eaall aadl ) &gy ydlie Bgem Lol ] ileza JUE) e 2ay Ll G ladl)
daph egin (B i uSal) ola) uuds g ae cdbilaia it Gl Gn JaY) Bl AU

dgallell bl Gsadl el Lahe 435S ol DL

L Jalsial) miall ol 5.4
sl o sy (535 cdadjall dba 3T (S pennsgall pusiil) e ALY (3Ll ) dnina el yuds
Cipeall s ) il lead lara Jml 5 Laga oo (255 38 Ll 8 Capeall 3sed Adaid) il
Ll ey dtlias) 43505 58 J5a5 ey el idall dalSll o GlS Slas] dids il o LS ol
Bl O ) e lgasen ool Cipaall e (3 Db dad g Uly ¢ el Cipall e ola
Madsg 8ydlie Ldgu A1 IS (e LIS 8y90m lapesit (e Y Gupariall G
o5 A 8g el (a5 Y akadil) ol 53l of e claad (8 in Y Sl et el Jadil) Siay
Glhlia¥) gy il sl Gew b Jaml clalall Lol clabd) mi el ) (558
caY) Al e llally gl Hlae 8 A0 bl 555 ety cdaia¥) dleal) Ganads

Llaiad pae L Ajlgall Gaally daac)l Boul) (G Bondll il Q8 Liblia) daeal daiill sda auiSs
Asilsal) ol 8 Lija jedn 8y clagicall oda olitid) By pualls iy ¥ Aumylad) Jagaiall sl eud
) G Beadll ¢ Lty Al e lead) e calhall 50Ly DA (e
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