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ABSTRACT

Inflation has become one of the biggest problems that pose a major impediment to the
economic development of the Libyan economy, and so because it causes serious damage
to the economic and social structure this article aimed to build a model capable of to
predict economic inflation in the economy of Libyan . and to keep track of its behavior in
the future in order to reduce its height and its negative impact on the economy. for that
purpose. The data was analyzed using Autoregressive Integrated Moving Average models
of ( ARIMA). The Box-Jenkins methodology was adoptedc which combines the
Autoregressive (AR) and the moving average(MA) methods. which is highly accurate in
time series analysis. A practical has been applied to the consumer price index (CPI) as an
indicator of inflation in the Libyan economy for 41 years from 1975 to 2015 and using
the Statistical Package (STATA and EVIEWS ). The appropriate model Was diagnosed.
It shows that the ARIMA (1.1.1) model achieves a higher predictive capacity than
ARIMA (1.1.0) according to predictive results accuracy tests and that there is an

increasing trend of inflation in the period it was forecast.

Keywords: Inflation< ACF< PACF< ARIMA« Forecasting
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s 3l 528 gl Gu ((BOX.JENKINS, 1970) duiadll Judludl <V Ua g glsil asead Gadaill Jlae
Jal 48 aling dangiall 22 saig «Autoregressive Integrated Moving Average(ARIMA) L 3l gl
Zasall ala) Gk e @llhg (Led A8y Clian haed ooy diajll dudlully ddlanall COUSCEA (e 58]
(BOX Jiiuse guysi Lgasisip ¢sladdU oY) aally clldy cdiall) dudd) e disall #3lail) oy e JiaY)
aiayy 095 (53 AAuto Regressive (I plasiV) dssy (e zdgaill 138 (55805 (& Jenkins, 1976)
zasall Jie g ¢(d) Integrated JwlSill 4s305 (9) Moving Average S siall claugidl da34 (P)
= (Gwilyn-Jenkins George BoX) ¢ JS Laua ) ngiall oda a5ii5 <AARIMA (p,d,q) aladl
(Asterious & Hall,2015) : Y —a ehial 20 o Litlua 8 1970 ale el Dl

Autoregressive Model AR(P) A1l jlaai¥) g dga

toh WS e lua It W yats e Allg o (A1 lass) Glales e p (golaw 22 e Glyﬂ\ 22 (ggin
Ye=00+ 01 Ye—1F 02 Yt -2+ + OpYt —p + €

ORI

o sl ) el a8y

Tl P dasall Vel el pYi—pYi-2Yt-1

cl SIAN plaa) el 1l ap

Yy eyl ALedudl Zald) claalaall Y o4

ARl il o aaies 4 5l alyall uanll Al adl) o () AR(p) S sl zisai g
toh WS it lua (S AR(1) S lasaV) D

Yt =0p+ 01 Yi-1

Pk o) i gaaall Jieadly cwsigl (oS0 (e Tarls AR(1) z3saill ACF il Lalii¥1 U< )5y

Dl vie aesd PACF il 513 Ll V) edlelee Wl sl §ie aoas Y 3030 Ll V) <Dl
.(Studenmd & Henry,1991) .P ¢ <Y
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Moving Average Model (MA) 4Saial) clawgiall 7 dgai- 2

Lalal) claalid) ad o ladl da) Lo Jand s Liel ALulil] 20wl sl b pariall Javsgially 2y
L gially Adlall 8yl cpy GHLAL (@ JUadll A it G calall Lgalaly 4 5ol ahyall uiiall
Al 5l 8 ol )

Uaall Adlal) dall cilS 130 Diad dabud) dlpiall oUaadU ciladgil) (e de gane datiall Jangiall o Sizas
Ll sl Ao il dalad) spall K13 W (q=0) 4a2 o) (ciae 1368 dald) 55l e aciad Y Slgdall
fob LS zasail 13 delia (Kag (g=2) daps ol ol ol Ll IS 13 (g=1) 40 o8

yr=a+Boat +ByUp-2s +BpUt—p OT‘—\:‘A:

b-a
Sstall Uasll = U
@iaid) augiall cDlales = B
Hgatal) Cllugiall aa Alaliall S Jlaady) zila -3
Autoregressive Integrated Moving Average ARIMA
sy ASL Aol Al Lalal) (d) Gaudl asp0 Jia) i Laxie JalSiall ARIMA z35a8 )5S
a5y s ann A d s dSandl Slagall 4y g 4ap A g Leis Gos ARIMA (p,d,0) 25l
PSS ol g il deba (- Saig (SIS sl Ay o dags () ety (g 4l
:(Oyetunj,1985)
YVe=01 Ye-1+ 0 Ye—2+.......... + OpYt —p +et-Bl et-2-.....Bq et-q
teb WS le <5 syl Alulull ARIMA (p,d,q) JelSiall 7 3saill 42 lua Koy LS
MBmt=X,(B)Vd=38 +04(B)ar o~ mn(0:c")
:(j IITEN
LS a1 delea ke (B)
LA ) claugiadl Jelaa:O g (B)
t o™~ mn(0¢G”) «slanll dauall winy auball aijsl (White Noise)
. —00<3 <00 daljy) allas 1

V=(1-8) &ual dle:V
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Ssaaall ALl s mt
o) e ddgdall Chlaalial o ¢
Stages of Building ARIMA 1 Model: ARIMA (p,d,q) 38U zdgail) sliy Jalya Ll

(Asteriou & hall,2015) 4l Jalyall & dngiall oda lgdde ashi Al Jalyall pailis

: Identification & Diagnostic yaduiilly gasil) dla e -1

b 3ol 2 gl iy ALl Uiy ARIMA £3la ey dabe sl (e duiel Judld) 73l (e o)
L)l e ALalSie Ll ey @l b (sginal) 8 8y Fiwe ULl il 13 clilal) )l ddys i 43ld
A 13y (d=1) sV @yl 3k dasssll 3 Lgiallaa s (gginal) B Bin e L) calS 13 LT (d=0)
ISl 4t Goyb e 05 of (Sad peg e IS 4y g Ll o(d=2) U G, 3ab i
A o)gem AFIAN Ul ) 8 J3s Jaas 1306 ¢ Bl I3 Lals Vs I Bl ) A (glany)
Aol @laliyy) DA (e P adiags 2aam AR SIA jlaatV) =39t gag (Ao Jala 138 (ld jaall )
) i sygmy J3Lim Agiall A8 Ul el 1Y) Wl o iall e Ligina cabias allg 45l
ANV ey A9l Sl V) LA (e q 458, ol 4dayn 2aaT e MA z3sa e Jay 1agh jial)
Zisai s zisall 1aa o e 13a ol ddia oysan siaall () Jargs LaadS LS 13 el cdilaa)
.ARIMA

:Estimation _aail) dls e -2

s «Ordinary Least Squares OLS  4adl) (gyrall cilasyall Ayl La) z3gaill 138 juais S5y 5008
.Maximum Likelihood Method MLM (.Js;%!\ O\KeY) Az oy o cdahall e (gl Silas el Ayl
1Al g gall) 4By i) 1-2
Ll S L)y dlgs aladiul ARIMA 7 3ga0 48y st die dlgie z 3l degane Salill dalgy 38
patil] Aflan ) uleall (e Lo gana @llin @l oLl (lgiy Alcaliall Callay (5301 5 ¢ A3l 1A
(Liitkepohl & Kritzig,2004) :lgeal (e dalidl @l e acla Evaluation Criteria
:30Y) Zawall 33l - Akaike Information Criterion (AIC) gslsi claglea jlaa 1-1-2

AIC = -2 log (maximum likelihood)+ 2k
K=p+q 10l cull 359 axe dls A5 (1+p+Q (glodig zagaill iladas 22 i K Cua
:45Y) daual) 3305 : Bayesian Information Criterion (BIC) (gull cilaglaall jlas 2-1-2

BIC = - 2log(maximum likelihood) + k log(n)
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sala 5<as tROOt Mean Square Error RMSE Usal) cilasye bosial ansil) jial) 3-1-2

Al dxpally
C 2

RMSE = > et”/n
t=1

G s gl e 58 SV 2 3gailly o Maill (o de gend Doganll 5080 G A5jlkall dlls 8 i 58
omlaal) gl dad BB (3aay

24 Lrsall salay) Sars :Mean Absolute Error MAE Usill dalhaal) asil) o gie 4-1-2

MAE=Zn:et/n

t=1
Al aaaen Laall Galladl ol - fet] Cua

:Mean Absolute Percentage Error {MAPE} |et

Uailt Lalaal) 4l o Jamagia 5-1-2
radull dxuall salag) (Sasg

MAPE= Zn: (et//y)/n
t=1

Uil Zallad) pill=|et| ¢ duall ana=n Cun

(M.B,1992) Theil's Inequality Coefficient t,izrach J:&l gsluidll aze Jalas 6-1-2

Al agn 508 Gllia o) e 13gd (Theil's =0) €13 -

ool e mldd) il ded il o) e 136 (Theil's = 1) calS 1) -

Adaia gl 0y lia ) e 1368 (Theil's = 0) il 1Y) -

zasall OIS LS Guuliall 028 and cull LSy araiiall o dgaill dugaiil) 55all 48 p0al hLaaY) oda aadiudg
B il BT PR EERS N IPRECRA|

aadla sMy zisaill jlaal 23 :Diagnostic Checking of the Model g dsail) dadla Lid) 2-2
(Green,2003) :adtll iy liay¥) PA e duiedll Aalod) ciblad) Jiel

Y iy Lilas) or gl allas dugine o 3aal JLESY) 13 35k e S Cus (- Statistic) les) ™
i 5 « Résiduels Analysis sl Jiss W

aie Ga A BLEN) dsas e i) LAY 138 ok e S s (Ljung- Box) lsal —

N ol L o355 et sl o) e a3l LY 13a 35k e S Cus (Jarque- Bera) las) —
(Dickey & Fuller,1981) saaiall aagll y53a 3y (e zisall ayhyinl jlos) B
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:Forecasting j.ill dlaye -3
12g] Gl Caaglly el Judldl il aladg 3y Cilghd (e 871 Bpladl) b Sl adsye
Ayl e B UM Abgiiall aadll 4dyead dsladin) Alage U 23l Aadla e 2Kl 2 (Cand)
piS ey Asllyyr mlall sl dalully Adlal) aadll Plals sl pladnal 2y G clgr satl) syl 5%
1Sy csaaly duie) 555l ¢ Yeg Lo Lutnadl (1Y) dddiisdd) ol e Joumnll cllyy (Ul sl a0y

LBl ol all Al

bl quilad) 1Ll
o Adle 3835 508 53 sl ol Ciags g o L L) k) o5 ) i) pes (Bl o Cagu
o SEI o 3 ARIMA. 3505 285y Al 855 sl iy ) bl (bd 8 pdmlly gl
@B il ealal) llal) 4
wial] el olai¥ 5 Ayl inidl (1) S
(2015-1975) 5 sl 3

200
I

100
|

50
I

(=

T T T T T T
1970 1980 1990 2000 2010 2020
years

ol e Ju 135 cale sladl 3gas o Jn Lae 03l g 255 diaill dbudid) o) (1) o8y S8 (e ety
AT a3 o) dag cdbubudl €l el Alulall 1Y) 35l 38T Collany sdag ASla joe Aiall) dlulul)
o LS A 3ol vie AL O ey (s3ly 8D 28 GLad) sla¥) o cps ALWLL 1Y) B34l

(2)e8, U<
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15
!

-10

Aiasl) ALl I6Y) (3 5all (2) o8, J<al

time series after take 1° differences

T
1970

T
1980

T
1990

years

T
2000

T
2010

T
2020

oans o) Ox s (3) o) JSAIL maage g LS I LS )l Biyha e GeSall LaR) alasial
.2l (no Stationary )(sSu ae Ao Jad A& dgas A 2 Lol Y o

£00
!

000
|

050

-100

(function of ACF) I3 Lyl alls (3) o8, J<al)

{[IITTTTTT*..

¢ 4

d

T
o

T
(=3

T
10

Lag

Bartlett's formula for MA(Q) 95% confidence bands

T
is

T
20

Al e S 35 A el () dalan bl of S PACFs ACF (lal ( 1) a8y dsaall B (e

(' function of ACF and PACF ) PACF 5 ACF il (1) &) Jsaal)

Date: 10/22/17 Time: 06:39

Sample: 1975 2015
Included observations: 41

Autocorrelation

Partial Correlation

AC

PAC

Q-Stat

Prob

. |******|
. |*~k****|
. |***** |
. |**** |
. |**** |
. |*** |
. |*** |
o
) |~k~k

I
]

I******I

*

1
2
3
4
5
6
7
8
9

0.888
0.787
0.692
0.610
0.517
0.437
0.362
0.292
0.233

10 0.187

0.888

-0.005
-0.030

0.013

-0.100

0.000

-0.024
-0.039

0.014
0.014

34.743
62.756
84.948
102.69
115.78
125.41
132.22
136.76
139.75
141.75

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
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N
N
N
Ao
Ao
Ao
A1

|

|

|

11 0.148
12 0.112
13 0.075
14 0.040

| -0.005
|

|

I

| 15 -0.005

I

I

|

|

|

-0.012
-0.038
-0.031
-0.081
-0.074
-0.035
-0.026
0.002
-0.017

143.03
143.79
144.14
144.24
144.25
144.47
145.24
146.82
149.28
152.72

A 16 -0.056
17 -0.103
18 -0.144
19 -0.175

20 -0.202

i

i

I
I
I
B
.
I
I
I
I
I

|

Sl ALl lily o Aaeall PAC 5 ACF clalaa ad 5 (2) )y dsandl (e iy (oY) Gasall 2a 2y
A 3gan JA1s i A Ll V) ad ases oY (Stationary)

BaAl 33) s PACFS ACF )3 (2) o) Jgaad)
Date: 10/22/17 Time: 06:37
Sample: 1975 2015
Included observations: 40

Autocorrelation Partial Correlation AC PAC Q-Stat Prob

N N 0.288
0.217
0.285
0.208
0.001
0.020
0.065
-0.045
9 -0.145

I
I
I
I
I
Ao 10 -0.118
I
I
I
I

0.288
0.146
0.211
0.077
-0.152
-0.051
0.034
-0.047
-0.122
-0.085
-0.165
0.032
-0.026
-0.061
0.108
-0.037
-0.017
-0.121
-0.163
-0.028

3.5787
5.6639
9.3565
11.383
11.383
11.404
11.620
11.728
12.864
13.647
16.328
17.643
19.403
21.514
21.626
22.110
22.635
23.931
25.610
26.376

0.059
0.059
0.025
0.023
0.044
0.077
0.114
0.164
0.169
0.190
0.129
0.127
0.111
0.089
0.118
0.140
0.162
0.157
0.141
0.154

I I
o A
o A
5] 5

.

.
.
.
.

.

O~NO O WNPE

H.
x|, . 11 -0.215
12 -0.148
13 -0.168
. -0.181
O 15 -0.041
o 16 -0.083
o 17 -0.085
Ao 18 -0.130

I

I

. .

.
)
.
.
.
. 19 -0.145
-0.095

.

I
I
I
I
I
I
I
o ;E
I
I
I
I
I
I
I
I

. i
Al P e gl a8y Al 95 (e 2SHY A8lian ) chlia¥l aladia a3 (e Lo e 2l
23 3e4e5 Joan (g Glld g gl IV Ga,al 38 2ey ALl sS cyLaaY!

Table (3): Augmented Dickey Fuller ( ADF) Unit root
tests for level and first differences

critical value Level 1% difference
10% 5% 1% ADF test ADF test
-2.607932 2.03898 | -3.610453 -3.74471 -0.910987 Co'r?stgrffp;n d Ciplay
-3.196411 | -3.529758 | -3.625859 -4.211868 -1.831390 il

Null Hypothesis: CIPLAY has a unit root
Null Hypothesis: D(CIPLAY) has a unit root
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Table Num (4) Phillips-Perron (PP) test statistic Unit root tests
for level and first differences

critical value Level 1st difference
10% 5% 1% PP test PP test
200085 | 29360z | SO0 3870517 | -Las1735 | MO
13194611 -3.526609 ’ -3.774723 | -1.830401 Trend ciplay

Null Hypothesis: CIPLAY has a unit root
Null Hypothesis: D(CIPLAY) has a unit root

Table Num (5) Kwiatkowski-phillips-schmidt-shin (KPSS) test statistic Unit root tests for
level and first differences

critical value Level 1* difference
10% 5% 1% KPSS test KPSS test
0.347000| 0.463000 | 0.739000 8'132;32 0..735265 Intercept Ciplay
0.11900¢ 0.146000 0.216000 ) 0.221983 |Constant and Trend

Null Hypothesis: CIPLAY has a unit root
Null Hypothesis: D(CIPLAY) has a unit root

Al Zaal) sasgll jsda claal & (1) seloas) dad of cui (364¢5) o8y olaall P2 e
dsass QI ax el myd i A %10 S, %1 9 %5 Ligine (Ssiase die dajal) 2l (o J3 dalud
ARIMA i ngia of Loy dSla e AL o) ey (30l admill diajl) ALl b saagl) j5da
DY ALl 369D gyl e dine Al aol poi Ll 131 dajl) Alulad) (5 Tase e a5
%Le%%10 Lsina (ggivme vic dayall midll (ya Sl (1) Belias) dad of cui s «(ADF,PP,KPSS)
O ime g2l Aol Abulul) 8 saagl) Jha ap sy e gaiy @) arall (ayh mdyaeldT (%5
s (e e Ladh Lol Jhagill o3 ) bl oS54 13ag Jo¥) )l aie AxSla adcatll A3l ALuL)
d=1.xie ASle ALl o ag I LLa V1 Jlsas Al JIKY)

:1dentification & Diagnosis gawidiilly gasill dla ya

@iy cananiinl Identification Sl z3sall (Ao Cayail) pa dlayall sda b Gl G gl o)
LUy Al e J€5 e s Sl pasddil) ules kit @ G Al Jae Al Caa)
S Tl Vg A Bla V1 cDlelas ad Aalhe xics PACF Sl Bla ¥l alla s J<35 ACF
e el st S (2) s JSEN LA (rag AV Bopdl) 22Y aang dnal) Abulull S5al)

5l ALl 3 ey Alubudl 038 Jilsil <ARIMA (1,1,0) ; ARIMA (1,1,1)
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:Estimation _gagill dlaya

Glasyall daiph plaanu) Lesb a5 Al gl da e 3B opadi dhall z3gail (o Copatll ddaje 2w
Ledle Janiall dogull 4800 o)l ilul b corderly Least square OLS dball  siall
e & Ayrag ARIMA (1,1,0) ; ARIMA (1,1,1) cundgaill o a5)ad) Sa (5) a3, Jsaall
il e anyadgads HS) Al fadgal)

ARIMA el Agaial) 84) ciylas) (6) Jsaa

Model Order (P) 1)<1<ARIMA(1 0)<1:ARIMA(1

Adj SSE 0.184786 0.197335

AIC -2.389559 -2.373859

SBC -2.262893 -2.289410
MAPE 1.607341 3.726988

MAE 0.079266 0.162951
RMSE 0.125618 0.208899

BIC 0.093390 0.174644

THEIL U .013465 0.024514

(Lelel) zagad) Los coay W o2 ARIMA  z3ladl dlaliall yulaad dad J8) o Jaadls oss L
e Aad) aie AT dugan 48y 3as 28 ARIMA (1,1,1) d=elSidl I3 lasi¥l #3 s old Uil
OSar 2lly 2D z3saill 54 ARIMA (1,1,1) sl old Jully cARIMA (1,1,0) g2 se—

ally ULl Caa gl daladiiud

58 LS 2l e gyl w35 OLS gyiall cibasydll il 335 ARIMA (1,1,1) zisall ot o3
(7) & Jsalb maaga

ARIMA (1,1,1) z 3saill (OLS) i il (7) aby Jgaad)

OPG

Dcipl

cipiay Coef. Std. Err. Z p>z [95% conf. Intervall] R’
ciplay

cons .0623357 .0260912 2.39 0.017 .011198 .1134735

flr .9551018 .0849631 11.24 0.000 .7885772 1.121627

) 0.98

ma

L1. -.6006374 .2057571 -2.92 0.004 -1.003914 -.1973609
/sigma .0681612 .0061103 11.16 0.000 .0561853 .0801371

=-.0623357 + 0.9551018 ciplay, + 0.0681612 ut-1 ciplay,

:‘QA:' LS 8yanal) daleal) delua S Eun
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Diagnostic Checking of the Mode:z isaill 4ada jLad) -3
p ) HLEAY) DA e sl e 438 (g Aia)l Akl by Jial z 3l 4adla laal S
haall e (Bt Y Gumy Wlian) z3gaill Allas digine (ra (3aaill elldg t-Statistic Lasl elyal 23—
Gillasiall daleas AR (SN laat¥) dades o 2asd (7) dsaall e Lale Jaaniall gilsal) S b
Alias) alVa o Cpiabed) (yila of 5 0,05 disies (S5
I BLE YA sy JBA e @l Ll ARIMA (1,1,1) Jlsall z3gall Slsal sl elya] o5 -
cdaxe e S LLEYT a5y (e aaill @lldg PACE il 1) Bala Y allay APF
ARIMA (1,1,1) sl g igaill Slsa) JLs) (8) aby Jsaad
Sample: (1976- 2015 ) Q-statistic probabilities adjusted for 1 ARMA term(s)

Autocorrelation Partial Correlation AC PAC Q-Stat Prob

O N 0.282 0.282 3.4322
| -0.070 -0.163 3.6502 0.056
| -0.069 0.000 3.8657 0.145
| 0.013 0.027 3.8734 0.275
| -0.096 -0.133 43171 0.365
| . -0.089 -0.016 4.7041 0.453
Ao . -0.072 -0.065 4.9668 0.548
| -0.097 -0.094 5.4654 0.603
I
I
I
I

il |

I
ik o
- S
S

I

I

I

I

.

.

O~NO OB WDNPER

H. .
. . -0.042 0.008 5.5595 0.696
) Ao 10 -0.047 -0.081 5.6808 0.771
) o 11 -0.017 -0.005 5.6984 0.840
) o 12 0.005 -0.009 5.6997 0.893
O O 13 0227 0222 89152 0.710
N o 14 0152 0.004 10.404 0.661
o o 15 -0.009 -0.036 10.410 0.732
Mo o 16 -0.091 -0.052 10.985 0.754

| Ao 17 -0.092 -0.096 11.607 0.771
Mo o 18 -0.090 -0.038 12.219 0.787

I I

I I

©

.

. H. 19 -0.107 -0.075 13.137 0.783
20 -0.107 -0.076 14.095 0.778

. .

COlalae 4l o 3 1) el V1 alia e ilar ¥ 35l of i) oS (8) ady dsaall DA o

LY 3sag pre e aSElly (SPIK) Jals %95 a8l 350 s fpana adi JBlsll ially I3 Lals Y]

(Ljung- Box). olaal aladiu) o3 sl

Table Nur (9) Serial correlation (LM)

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.105800 Prob. F(2:35) 0.3422

Obs*R-squared 2.377285 Prob. Chi-Square(2) 0.3046
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z3salll sli <5 Al %5 Aaginall (g5iue (1o S PLvalue dad of Jasd (9) a8y Jsaall DA (1
L déy=al Jarque— Bera jloal Blgll candall syl jlid) elya) o8 G331 Bl V) e sl
(4) & <& DA e Y ol anide £555 sl il 1Y)
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Series: Residuals
12 - Sample 1976 2015
Observations 40
107 Mean 6.80e-05
Median -0.010268
8 Maximum  0.185760
T Minimum -0.187601
6 — Std. Dev. 0.068834
Skewness 0.263119
44 Kurtosis 4.821974
2 Jarque-Bera 5.994191
ﬂ T ﬂ Probability ~ 0.052932
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Inverse Roots of AR/MA Polynomial(s)

Sample: 1990 2915
Included observations: 40

AR Root(s)

Modulus Cycle

0.799977

0.799977

No root lies outside the unit circle.
ARMA model is stationary.

MA Root(s)

Modulus Cycle

0.504186

0.504186

No root lies outside the unit circle.

ARMA model is invertible.
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INnverse Roots of AR/MA Polynomial(s)

e AR roots 0.0 - °
- MA roots

: Forecasting 5.l — 4
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