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Abstract

This research aimed to provide a fresh perspective by evaluating and testing the hypothesis
of banking laziness by examining the impact of local public government borrowing from
commercial banks on bank credit available to the private sector in Libya. The
Autoregressive Distributed Lag (ARDL) model was used to estimate for the extended time
period (1980-2020) Based on annual time series data. The estimated model demonstrated
a mutually beneficial relationship and a positive and statistically significant influence of
bank credit to the government (BCG) on bank credit to the private sector (BCP) in both
short and long-term terms. The evidence is consistent with the 'Safe Asset Hypothesis'
model of banking behavior in the State of Libya. As a safe haven asset, banks choose to
invest in government financing instruments.

Keywords: Domestic Public Debt, Banking Sector, Lazy Bank & Safe Asset Hypothesis.
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F-Bounds Test

Null Hypothesis: No levels relationship

Test Statistic Value Signif 1(0) 1(1)
F-statistic 13.50569 Asymptotic: n=1000
k 1
10% 4.04 4.78
5% 4.94 5.73
2.5% 5.77 6.68
1% 6.84 7.84
t-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif 1(0) 1(1)
t-statistic -5.107378
10% -2.57 -2.91
5% -2.86 -3.22
2.5% -3.13 -35
1% -3.43 -3.82
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p q
A(Bcp) = By + z B; ABCP._; + z 0; ABCG;_; + @1 BCP;_1 + ¢, BCG;_4
i=1 i=0
+ e
ECM.
p q
A(Bcpy) = o+ ) B; ABCP_; + 0; Ax¢_; + @121 +DUM; + |,
i=1 i=0
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. Error Correction Model (ECM) Wb moeas a1 25 @01 Zp_y
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Estimation and interpretation of izl @l iy JY Sledas piis 4

:results
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%085) » Adjusted R-squared s R-squared L.alissgr folal 3 jeial) 3931 OF mited sl L™
o oS S8 (BCP) ot glaill 3 palt 0LtV (3 Wl 0 %085 0 ) s Lo (Jlsdh e (%0 83
Durbin- e i cilS LS (BCG) el 3pall 0las¥l (3 Jtedll (il pald (3 pld) S35
Al 2 heedl & b atlas dls AU R-squared aes 0 58T 89 (1.531168) Watson
el 3 s OF ) (Prob-F-Statistics L aslas] pas LS Lkl LLEYI OLE ) 3,LaYl,
L« ARDL dogin mn conls o 1oy saalin 40 il @) olialad) sae U 8LoYL auldl |2 2l
oo Bl e e s ] sl el e slaaeW Sy Slioldl 3 5E 6f n gl Y 235adl OF sm
J=Yy aehll a8 gl aaked) (Residuals diagnostics tests)  Slpll aasead ol JMs
el el Lot amd ¢ U ¢l sLasY) oS e (e Y gy Sls O3 L wud
s w5 Al Z3sadl Sly ST e il Jarque-Bera jlasl plase.tnormal distribution
Pl Z3sadl Slg gl pda (2585 gy Bl o il Gady ol g Ul an L) el oy ¢ ekl
S Al 2 23l Jarque-Bera jlatl s s flll P il 06 L Y1 gt Ugy ¢ andall il
SN Z3sadl Bl O plenaVly 5)ld) &giall (Sgian die piall B g @ U LS ekl Gt pn ST
ade U o 3imall (ARCH 5 Breusch-Pagan-Godfrey) qylasl aflax] ja=b sl| ¢ s
o Uy V) 358 (3 badl ) [l e e il o (Heteroskedasticity) ool L4
Lese abl P 2l 0 Sl Y1 iled Wgy copldl WlE pde pie A 39y pde 2585 ) puall Bp L
Yl gLl ekl sl die paadl 2 g @ AU (7D gl st oo ) ST S 230 LYl e
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0 x/

2016 2017 2018 2019 2020

—— CUsum 5% Significance
CUSUM 1 Figure
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ECM Regression
Variable Coefficient Std. Error t-Statistic Prob.
C 2.982613%* 0.842804 3.538915 0.00130
D(BCG) 1.010968*** 0.106123 9.526382 0.00000
D_1983 7.855279 3.533308 2.223208 0.03340
D_2001 -10.6104 3.645493 -2.91054 0.00650
D 2014 17.19566 3.723945 4.617593 0.00010
D_2015 12.74319 4.05831 3.140025 0.00360
CointEq(-1)* -0.45902%** 0.086972 -5.27783 0.00000
R-squared 0.858188
Adjusted R-squared 0.832404
Durbin-Watson stat 1.531168
Prob-F-Statistics 0.000000
Observations 41
Residuals diagnostics tests
2.586736
Normality : Jarque-Bera
y-Jaq (0.2743)
. 2.999799
Heteroskedasticity : Breusch-Pagan-Godfrey (Obs*R Squared)
(0.8850)
0.100067
Heteroskedasticity : ARCH test (Obs*R Squared
y ( quared) (0.7517)
2.514345
Autocorrelation: Breusch-Godfrey LM test
y (0.2845)
0.968742
Ramsey reset test (F- test
y (F-tes) (0.3326)
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CUSUM Stable

CUSUM of squares Stable

s e 710575571 Slstm e afliam) AV I3 Ralall g ¥ 9T 5 T [ alaasl

Ol (3 ol e 3tk 511 OF oY1 8708 il jelas Gl 5gedl (gpime C il il ey Leds
BV Y ey (BCP) o pllaall pudll (300 sles Je g2l ST DBCG) a0 SKoll sl (3,00
i gSol) ol (3al) OtV ol Led i ) oyl OF gm Mg 7] Bgims (g5mme i Biliam) WY 035 1go
S Gz L s ((1.010) jlazs (BCP) ol plaall pail) (3,0l OLassVI g ady (3l Bygto Aok IS
(7)) dsad) 3 amezs S8 gV sb VL shen L WT jeaidll gl e

(BCP) ol pllatll il 30l 0LVl oy fishdl Y1 3 ARDL 2348 Judl il (7) Jgadl o
(BCG) 2058l puall 3l 0LVl 3 Jrald o) Seil) Jolally

ARDL Regression
Variable Coefficient Std. Error t-Statistic Prob.
BCG 1.095032+** 0.193003 5.673651 0.00000

EC =BCP - (1.0950*BCG)

71 Ol gtans dis a5las) Vs O3 ekl ¥ | b

il (30l ol e plsl 5T d (BCG) aaSall padll (3,0l 0LV OF =) alsh wolpiid) gls
& OF g g /1 Bims s die Alam) AYs 539 g 381 V) sy (BCP) ol kil
P plaill puil) (3pall QLW e by 3y Bgte Bl IaG BagSo) pdl) (3all QL) Jolas L s
Aol of o8 e (8 el aag Sl 1 W (i) l2Y T e OF g Mg ((1.09) aic (BCP)
Wg> 3 55 v (Safe asset Hypothesis) awdi Jyol1 2o 0 gn g (ol gllaill OLuxtV) e
oy Lo et QUYL ik an S Jpol e Wguamy pladl J1 ol (3 3Ll Lzl O gn 1y (Lo
¥ Rz U1 o35 Lo ag (ol plladll 18 e 2l ALl o il 3 btz B3k QUL bl e
el Wsed) 3 2l L o) el 358l 3 05 My (Risk diversification hypothesis) bisl
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SVl V2 (03 (8 3ed o 2wl bl Aged) il e s Sl 2l nd) Glall e e LS
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25 Jpol b Wge Sl o E592 Lo jlemad i VU2 jites 25 20 gSoeld pil) DLtV 5305 (53 g3l
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(P

:Conclusions and Recommendations wt.gdly it .5

W le Y1 3555 aalad) Sl (3 Lgmllly Al mall e W plad) ) (3 3L Rpiad b AL Ak
s 1o ol Tl Bygaid) ) Lal) ofy alal) liad) aload Lgnogasts AW 3l i xe Jol s 2SR
G S 593 aradl plailly Cpmall e dld Ao o 2l ) L gadl pslas I eod) ) SleSEL miy
9 (S Sl o Lo gl 2l gl Sl (3 Lzl I3 e (A1) A0 Lok
Ol e Iy dgylatza ¥ Lhsle )Ll Jof e o L) Lo Liged pll Slgal e bl S )
Sl dmg OLVL 5l llaatznl LS dilize (g BaosS plll gl jlidy bl 3gasl ol plaal
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(P plaill Sl Jo JB1 o181 ST iy oS (] endl Gaieed) SO ey ol G 23 e 2L
(lazy bank hypothesis) (3,2l S0 a0 ailer b ey N5 o @bl pladll Sol o el
Al ol ezl i (2SIl Cllu V) plasaal &3y o Safe asset Hypothesis) W JsoY1 20059
el zgy 2020 1) 1980 (e suzald et 3740 S5 el3y ((Time series) awdl oSl by e
i o il 3 all OlasYl I35 e anld @ cllly (BCP) ol plladll pdll (3,0l SlasW 3 e
B gSoll (3ol OLa¥I (3 Jf el )l (st Ldond Slas| i plisiaad @y () 21 W
(it QY JE ol L) 2l Sl slly 2SSl @l 0LtV dees D5 e 4l ¢ 1)y (BCG)
The (ARDL) gl il JudVl #358 gols ab ey b Wps @pall plad Sl S
LUl 3 sB Se milad) e e ) 3elpll) coals B3y L2 Autoregressive Distributed Lag
)
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