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Abstract

The study aimed to identify the extent of the impact of monetary policy in enhancing
financial stability in Libya for the period of time (2010-2022), and this was by following
the impact of the legal reserve ratio as one of the monetary policy tools on the ability of
commercial banks to grant monetary credit, as it is one of the indicators of financial
stability. To achieve the study's objectives within its theoretical framework, several
previous studies related to financial stability were discussed, along with the most
important findings and recommendations from these studies. From the analytical side, the
study model was formulated in the form of a simple regression equation between two
variables. The first variable is the legal reserve and represents the independent variable,
while the dependent variable is the volume of bank credit provided by commercial banks.

After testing the hypotheses, the study concluded that there is an effect of the size of
the legal reserve on the volume of credit granted by commercial banks. It also concluded
that the change in the size of the legal reserve is, in fact, a change in the volume of deposits
with commercial banks, due to the Central Bank law that unifies and fixes the legal
reserve ratio at 20% of the value of deposits. The study recommended that commercial to
follow up on expanding the volume of credit from surplus deposits after maintaining the
required reserve ratio, which increases the capabilities of the banking system to meet
investors' need for funds, as well as increasing individuals' banking awareness towards
banks to increase individuals' dealings with banks. as well as re- Considering the legal
reserve ratio and making it flexible to change with investors' requirements for credit and
the increase in loans granted. Therefore, these measures provide the central bank with the
ability to reach financial stability and protect the local economy from financial crises and
shocks through the expansion of credit and thus the expansion of investment and finally

to increase output. Locally, this improves the country's financial position.
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i pall s U8 —
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Sl llal (e gy Laa cahyia) (e Jiliilly ol 5205 e aady Las daial) cDlaall
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gl pladn g JWdl phEn w89 (3 e iy Glal aas 06S (Ol
el il i) il 5B sae Judail (EViews)
Al igai el

y =30 + Bg1x1 + Ul

Al Glaall (e adiall GLEY) ans sty ol uxil) —
Ul culs = BO
Jiieddl yxiall Jelas = B1
Aoylaill Cajlaall gl Jalia¥) aas Jia o3l Jiieall il = x1
6l alysae = Ul
ralibul) 2an

slaadly «g5Sall Ll Ciyme il i b Aliia d5hpal) ayolama (he il gan
:libu) 038 aagn olial

Aladll Cijladl (e il W) OLY) paa o (1) &) dsas
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O Jluxd | Al il | dglie el AylANdbAWIped | L
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13044.6 37706 1187.2 8086.8 2010
12786.5 33371 1154.7 82947 2011
15899.5 45735 11479 97781 2012
182323 6726 12056 103013 2013

15960 71589 1201.7 115594 2014
20212.8 6E08.6 13351 122691 2015
18770.3 55011 1365 11504.2 2016
17446.6 43125 16078 10926.3 2017
32111.83 35886 1650.2 10809.5 2018
16912.7 31255 1500 118872 2019
16996.9 30365 2029.2 119312 2020
19637.2 48193 2100.2 127117 2021

28/n 70154 2492 134636 2022

2008 sip et e pded e o 020 Ak mad I R
g 63 a5 pal il om0y p20# el

Aol ol A ) paa g () 5 g

bl i aal i
() (20 G
11062.6 35313.0 2010
11696 58480.1 2011
13669.2 68346.2 2012
167125 835617 2013
157821 785104 2014
142514 71257.1 2015
16681 834076 2016
19187.7 850385 2017
187315 93657.5 2018
177908 88554.1 2019
20438.9 102194.2 2020
184227 921137 2021
20410.5 102052.7 2022
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CREDIT RESERVES
Mean 17639.90 16539.80
Median 17446 60 1671250
Maximum 22971.00 20438.90
Minimum 12786.50 11062 60
Std. Dev. 2830519 3097.802
Skewness -0.108352 0461164
Kurtosis 2 687145 2.049568
Jarque-Bera 0.078454 0.950088
Probability 0.961532 0.621858
sum 229318.7 215017 4
sSum Sq. Dev. 96142065 1.15E+08
Observations 13 13

EViews 12 gobd g (o (el ; sl 2

17639.9 das :2022-2010 85l iyl (e disal) 3 L) Aol T igia oly @
ol daidy (12786.5 Wiall dasill il 22971.0 L) laaogial Llal) asally
inie o e 138y (0.108352) elsi) Jalaa il Lasi 2830.5 zibiall (gybuadl
(1) o8y JSEN 3 pecnse 98 LS 2.687 mhajin Janes Dl (sl sl

diaid L 52022 = 22010 s5ell Auhyal) Jae disal) 4 g8l loa¥) o gio ply o
11066.6 Luall 4a3lly 20438.90 Sgilal)  alia¥) Jacsgial Llell daially 16539.8
05 Adlas L a5 (0.461) elsiV) Jalea il Lo 3097.80 (gylbaall il sy
On gy LS 0.95 mlayss daleay Jlaadl daals (ile (LSl jaill Jimia o) e
(2) & Jsal
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Dependent Variable: CREDIT
Method: Least Squares

Date: 0172724 Time: 00:44
Sample: 2010 2022

Included observations: 13

Variable Coefficient Std. Error  t-Statistic  Prob.

C 0445417 3674407 2298443 (0.0421
RESERVES 0335800 0218644 2542454 0.0274

R-squared 0.370143 Mean dependentvar  17639.90
Adjusted R-squared 0312883 5.D.dependentvar 2830519
=.E ofregression 2346289 Akaike info criterion  18.49970
sum squared resid 60555772 Schwarz criterion 18.58661
Log likelihood -118.2480 Hannan-Quinn criter. 1848183
F-statistic 6464276 Durbin-Watson stat  0.799329
Prob(F-statistic)  0.027358

EViews |1 pilip =& fuki - juadl ¥
R il iy Jlaai¥) gigad yadi .
(Simple Linear Regression Mode) Ll Jala) jlasiy) dlalas &2yl slaiel o
O zsiaall GLEY) aan e gilal  aliaV) sl elil il 2 3sail) il
dlaleall Leg 4plaal) a)liadll
vy=B0+B1x1+U1
CREDIT = 8445.5 +0.56*RESERVES+U1
(3355) Sl alaa¥) aas 8 5205 IS ol Jsdll oSa Dlel Alalad) ) laillyg
Al Gyl add) e adiall GLESY) ana (e Bang (0.56) laias 83l Ledalay Baaly
oo I 353 aliaY) dad 8 bl ol AL LoalaiBY) A hill Callia oyo 1385
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Jaady) Julad w3 (3) a2 Jpia
B gl il ans
C coefficient 84454
Reserve coefficient 0.56
R-squared 0.37
Adjusted R* 031
F statistic 0.5

OLEY) " il i) e Jis a5 8445.4 Aok diase 5L (C) el 5L -1
Da (golus " Sl iV Sl juitiall dad ()5S Ladie gl
Gk WDle 35a e 50,56 Lo gl Jalaa) Jiwdl juidl deles L) —2
san o) (g Ailaa] A130.05 oo J81 0.027 Ldlaal) dadlly GLaY) aan Gug 4l
) alaal) aans bolag) iy L)
il L) aas g daage ABle dlia o) correlation LLiyY) Julas jeday -3
(R= 0.37) dad catly Gum . iilal) alia) Jiesd)
aaa sl e %31 o) sf (adjusted R-squared = 0.31) yasall Jales Jus
o Aliially ool 3L Ll " gl alaaYV sl el (DA (e Lyt 8 L)

Al gl el W yuiis %69
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