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Bank Al-Maghrib: Unprecedented decisions..., monetary orthodoxy preserved

Bank Al-Maghrib has just announced a 50 BPS key rate cut from 2.0% to 1.5%. The institution also decided to reduce the re-
quired reserve ratio to 0%, thus releasing considerable liquidity of nearly MAD 12.9 Bn* in favour of banks.

Unprecedented decisions of Bank Al-Maghrib...

These measures can enter the central bank’s history books. For the first time, the institution has made in a single move a
change of 50 BPS, following a previous drop of 25 BPS a quarter earlier. The key rate is thus at its lowest level during the last
15 years**. Similarly, we note for the first time a full release of the reserve account.
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... Which are part of a strong trend on an international level...

On an international level, monetary instruments have been widely used to reduce the collateral damage caused by the Covid-
19 pandemic. To this end, the interest rate cut and the bank liquidity’s improvement were the first two lines of defence of mon-
etary policy against the health crisis :

. On the one hand, several institutions have made several cuts of the key rate to support the funding of the economy.

. On the other hand, central banks have improved bank liquidity through multiple channels, notably the extension of the
guarantees eligible within the framework for liquidity provision : lowering the reserve requirement rate (RRR) or in-
creasing access to liquidity through asset purchases operations.

WORLD : KEY RATE DROPS SINCE EARLY 2020 WORLD : COUNTER-CYCLICAL MEASURES’ EASING'
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Monetary orthodoxy preserved

During his intervention, the Governor of Bank Al-Maghrib has excluded any recourse to unconventional means of financing.
He confirms pursuing an accommodating policy which aims to support economic growth without considering other methods, in
particular money printing, which could ultimately harm the fundamentals of the Moroccan economy.

Abdelaziz Lahlou

Chief Economist
Sources : BAM. IMF. FSB

* Average reserve provided to BAM at the end of May 2020.
** Referring to the official BAM history available from the end of 2006.
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... taking into account moderate inflation in Morocco

The inflation’s current level would not be a major issue for the central bank. Settled at 1.4% in Q1-2020, this indicator even
fell to 0.9% in April due to the drop in fuel and lubricant prices. According to Bank Al-Maghrib forecasts, inflation would
not exceed 1.0% by 2021. This levels provide reassurance on the achievement of the price stability objective. The main
challenge of economic policy ahead is to sustain robust growth.

By Attijari Global Research
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A cut anticipated by financial markets...

This key rate cut was largely anticipated by the financial markets. This is evidenced by the more pronounced decline in the
short part of the yield curve (-21 BPS, -25 BPS, -19 BPS respectively for the 13 w, 26 w and 52 w) between Q1-20 and Q2-
20. Naturally, the medium and long term part of the yield curve is more resilient, in view of the growing financing needs of
the Treasury over this horizon.

MOROCCO : PRIMARY YIELD CURVE MOROCCO : VARIATIONS MARGINS OF PRIMARY YIELDS .
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.. and which would support the process of economic recovery

Access to loans financing remains a structural constraint for businesses in Morocco. As a result, the cash injection into
the banking system and the reduction in the cost of refinancing are likely to strengthen the entire framework imple-
mented by the banking system in order to ensure a rapid resumption of growth. Through these new measures, Bank Al-
Maghrib strengthens its role as regulator, and supports its ability to grasp the economic operators’ needs, synonymous
with confidence and precursors of a sustainable recovery.

MOROCCO : AVERAGE BORROWING RATE (%) MOROCCO : GROWTH FORECASTS
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RISKS

Investment in Securities is a risky operation. This document is intended for informed investors. The value and yield of an investment can be influenced by several factors both economic and technical
Previous performances of the different assets classes do not constitute a guarantee for subsequent achievements. Furthermore, forecast of future achievements may be based on assumptions that could not be realized.
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The investor acknowledges that these opinions constitute an element of decision support. He assumes full responsibility for his investment choices. Attijari Global Research can't be considered responsible for his investment choices.
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Attijari Global Research has neither verified nor conducted an independent analysis of the information contained in this document. Therefore, Attijari Global Research doesn't’ make any statement or guarantee and makes no commitment to this document’s readers, in any way whatsoever regarding the
relevance, accuracy or completeness of the information contained therein. In any case, readers should collect the internal and external opinions they deem necessary, including from lawyers, tax specialists, accountants, financial advisers, or any other experts, to verify the adequacy of the transactions which
are presented to them. The final decision is the sole responsibility of the investor. Attijari Global Research can not be held responsible for financial losses or any decision made on the basis of the information contained in its presentations.
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