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Abstract

This studyinvestigates the impact of securityfactors on the depreciation of the local currency and
forecastsits exchange rate in both the official and black markets. The researchemploys the
Johansencointegration technique to estimate the long-termrelationship and the VectorError
Correction Model (VECM) for short-termanalysis, utilizingdaily data fromJanuary 2018 to August
2024. Additionally, the studyapplies the Triple ExponentialSmoothing (DES, ESE, H-W
withoutseasonality, H-W Additive Seasonal, and H-W Multiplicative Seasonal) method to forecast
the periodfrommid-August 2024 to mid-August 2025. The findingsindicatethatsecurityinstability
(D2), driven by conflicts, has a significant long-termeffect on the value of the Libyan dinar.
Similarly, securityinstability (D3), caused by kidnappings and hostage situations, negatively
influences the value of the local currency over the long term. The local currencyisprojected to
continue depreciating in the official market, reachingapproximately 6.9 dinars per dollar by
August 2025. On the black market, itisexpected to rise to around 8.50 dinars per dollar by early

August 2025.

Keywords:Black market, local currency, securitystability, Libyaneconomy, official
exchange rate
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d(XZexro-2) + C4d(ED1-1)) + C5 d(ED1-2) + C6 d(XD2-1)) + C7 d(XD-2) + C8 d(XD3-1) +

C9d(XD3-2) +C10 (4)

d(exro) = 0.00000842*** (exro-1 + 99.7336117245 D1-1 - 91.1317922186 D2-1) -
5.30231771222 D3-1 - 14.5019260989) -0.004560d(exro-1) + 0.003946 d(exro-2) -
0.007328d(D1-1) -0.002010d(D1-2)) + 0.008552* (D2-1) + 0.003162 d(D2-2) - 0.000545

d(D3-1) - 0.002824 d(D3-2) + 0.000384 (5)
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INs Balazllilielas el gl polsdl gllhall 4855 aucy slaid¥) peud @ 80l aley dxxy
el slatd¥l e ¥l Cayiguiall

cal Aagy Sbile e cuny G Awhudl sda @l Lumy 3L of gobatd¥l HLall aile e -
Vg uelll sLazdV) adly (o sty Luapas> SUldl sda oY (psy 365 4.5 4h) candy pgy 2422
Al Joudl pe dguad! Lanras G abldl QLS (nadl pue o e Sl o Gl

auled | JaY g Jolumt! 3xle

lagudly ‘é&w‘).n Ordgudly ydoudl Aayd g’\l&«h«.‘ LWl ailaxll o (1) Jgu

ExrB ExrO
Mean 5.425217 4117226
Std. Dev. 0.895192 1.231338
Skewness 0.747502 -0.811746
Kurtosis 3.215481 3.646139
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7)-

Ludwd MExrB" e logud! Ggudls dodl (8o 2wy MExrO” gﬂ.«aﬂ‘ Byall ja Gaiie eR (1) IS
2024 ulawei 18 312018 pliu 1 I 4w

10
9
8
7
6
5
a
3
2
1
2018 2019 2020 2021 2022 2023 2024
EXROB EXRO

"PP" y"ADF" L_s"ﬁ-;)-‘ﬁ-' "ExrB" 9 "Exro" ("sw S odl o> ol Las | e (2) Jgux

AugmentedDickey-Fuller Test statistic

Constant Con. With Trend Constant Con. With Trend
Variables Level Fristdeferent
ExrO -2.271263 -3.999678*** -49,19372%** -49.18513***
ExrB -3.515018*** -3.935657** - -

Phillips-Perron test statistic

ExrO -2.273072 -4.068334 -49.19372%** -49.18513*+*

ExrB -3.517502%F*% | -3.846446%** - -
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"ExrO” dudud clLall JolSall HLas ! zsss (3) Jou

UnrestrictedCointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.312778 1521.662 29.79707 0.0000
Atmost 1* 0.222406 613.9250 15.49471 0.0000
Atmost 2 * 0.002135 5171116 3.841465 0.0230

Trace test indicates 3 cointegratingeqn(s) at the 0.05 level

UnrestrictedCointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.312778 907.7370 2113162 0.0000
Atmost 1* 0.222406 608.7538 14.26460 0.0000
Atmost 2 * 0.002135 5171116 3.841465 0.0230

Max-eigenvalue test indicates 3 cointegratingeqn(s) at the 0.05 leve

3gadly sl CByaall yase Bl ¥l sadd] Bl 3l mign :(4) oo

Methods (04 B Y SSR1 RMSE3 | Correlation3
. ExrO | 0.9990 - - 24.59738 | 0.109379 0.95
Single
. . ExrB | 0.8420 - - 0.023783 | 0.014979 -0.17
Exponentialsmoothing
ExrO | 0.5060 - - 25.88856 | 0.112213 0.95
Double
. . ExrB | 0.3540 - - 0.031321 | 0.017190 -0.91
exponentialsmoothing
H-W No Seasonal ExrO | 1.0000 | 0.0000 - 21.41761 | 0.102064 0.97
ExrB | 0.8600 | 0.0000 - 0.023295 | 0.014824 -0.90
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=0

T G ExrO | 1.0000 | 0.0000 | 0.0000 | 21.30922 | 0.101806 0.98
ExrB | 0.8200 | 0.0000 | 0.0000 | 0.021577 | 0.014267 -0.90
. ExrO | 1.0000 | 0.0000 | 0.0000 | 21.57964 | 0.102450 0.97
H-W Multiplicative
ExrB | 0.8200 | 0.0000 | 0.0000 | 0.021533 | 0.014253 -0.90
Seasonal

Notes:Sum of Squared Residuals1, RootMeanSquared Error2. Correlationbetween OP & all serials

of the method (SES, DES, H-W Additive Seasonal, & H-W Multiplicative Seasonal)3.

(H-W Multiplicative Seasonal) (H-W Additive Seasonal) gluly gl Las | =25 (5) Joix

Methods o B Y SSR RMSE Correlation
H-W Additive ExrO | 1.0000 | 0.0000 | 0.0000 | 23.06091 | 0.097578 0.996
Seasonal
H-W Multiplicative ExrB | 0.9300 | 0.0000 | 0.0000 | 2.606186 | 0.074307 0.996
Seasonal
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