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MSCI FM SEMI-ANNUAL REVIEW: WHAT IMPACTS ON MOROCCO? 

This year, the semi-annual review of MSCI FM was marked by a major event. It concerns the exit of 
Kuwait, an important country which weighed up to 37% within this index. After Qatar, the United Arab 
Emirates and Argentina, Kuwait joins the emerging countries club by integrating the MSCI EM index.  

Based on interviews with international fund managers and taking into account historical data relating 
to MSCI indices’ periodic reviews, we come out with the following conclusions:  

(1) The Kuwait upgrade allows Morocco to become the second largest country within MSCI FM with 
a weight of 13.4% just behind Vietnam (29.9%). We believe that with this weight, Morocco will 
not be ignored by the active foreign fund managers, beyond those who adopt a passive(1) index 
approach;  

(2) The exit of Kuwait did not benefit all of the countries of the MSCI FM index. Thus, the weights of 
Nigeria, Bangladesh and Lebanon were frozen, which constitutes a negative signal for foreign 
investors. This decision is explained by the liquidity and exchange rate issues affecting these 
three markets; 

(3) The increase in Morocco's weight within the MSCI FM would generate, by the end of November 
2020, a lower than expected liquidity flow from passive(1) foreign fund managers. According to 
our estimates, this liquidity flow would not exceed $ 20 Mn to be broken-down mainly between 
Maroc Telecom, Attijariwafa bank and LafargeHolcim Maroc; 

(4) After the exit of major countries such as Argentina and more recently Kuwait, MSCI FM seems 
to be losing its attractiveness with passive(1) fund managers. We believe that foreign investors 
prefer to approach MSCI FM area with an active approach which is based on a stock-picking 
approach. 
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(1) Passive index approach: Asset management style aimed at faithfully replicating the weightings of the various stocks that constitute the benchmark index  
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As part of its semi-annual review, Morgan Stanley just published the new weightings of its flagship index, the MSCI FM 
standard, and whose implementations by fund managers will take effect on November 30th 2020. The flagship event of this 
“rebalancing” relates to the Kuwait’s exit which weighed nearly 37% within this index. This country is now included in the 
MSCI EM index. To this end, we note two main findings :  

 Kuwait's exit from MSCI FM mainly benefited five countries. The big winner is Vietnam, whose weight improved 
from 18.1% to 29.9%. Morocco becomes the second country in terms of weight within this index with 13.4% against 
8.5% previously. Finally, the new weights for Bahrain, Kenya and Romania rose to 9.0%, 8.8% and 7.8% respective-
ly, as shown in the graph below ;  

 The weights of Nigeria, Bangladesh and Lebanon were frozen despite this major revision. At the root of this deci-
sion, the current currency and liquidity issues affecting these markets.    

Upon the analysis of Morocco’s weight historical evolution within the MSCI FM, it is clear that this one shows the strong-
est increase since its inclusion within this index in 2013. It is an increase of +494 BPS from 8.49% in August 2020 to 
13.43% at the end of November 2020. 

 As a reminder, the last significant increase in Morocco's weight took place in May 2019 following Argentina's exit from 
MSCI FM. At that date, Morocco’s weight experienced an appreciation of +187 BPS, going from 7.66% to 9.53%.  

Sources : MSCI, AGR Computations & Estimates 

KUWAIT'S EXIT FROM THE MSCI FM INDE PROVIDE BETTER VISIBILITY TO MOROCCO  
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Improving Morocco’s representativeness within the MSCI FM involved a technical increase in the overall stocks’ weight-
ings which compose this index. In more detail, we identify 10 stocks which represent 6 listed sectors: Telecom, Banking, 
Cement, Agri-business, Insurance and Energy distribution.  

The three large capitalizations of the Moroccan market, namely Maroc Telecom, Attijariwafa bank and LafargeHolcim 
Maroc, now weigh 63.3% within the MSCI FM Morocco index. At the same time, the stocks BCP, Cosumar, Bank Of Africa, 
CIMAR, Wafa Assurance, Taqa Morocco and Total Maroc represent 36.7% of this index.  

Despite the significant increase in Morocco's weight in the MSCI FM index, we believe that the flow induced by passive 
management would be limited. This is an additional volume to the Moroccan market not exceeding $ 20 Mn by November 
30th 2020. Based on our discussions with foreign fund managers, our opinion is based on two arguments :  

 Passive index management relating to MSCI FM is losing more and more appeal to foreign fund managers. Due to 
the exit of several important countries from this index (Qatar, UAE, Argentina and Kuwait), foreign funds’ manag-
ers seem to favor more and more a dynamic approach through a stock-picking strategy;  

 The MSCI’s decision to remove Kuwait from the FM 100(2) index during the next 5 review dates in order to smooth 
the impact on the various countries’ liquidity impacted by this reclassification, including Morocco.  

Sources : MSCI, AGR Computations & Estimates 

 A LESS THAN EXPECTED "FLOW" IMPACT FROM PASSIVE FOREIGN FUND MANAGERS 

 

THE MSCI FM MOROCCO INDEX COMPOSITION : ADJUSTED FLOATING CAPITALIZATIONS ($ MN) VS. WEIGHT IN THE INDEX 
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MSCI FM IMPLEMENTATIONS: AGR SCENARIO OF FLOWS GENERATED BY PASSIVE INDICIAL MANAGEMENT BY NOVEMBER 30TH 2020 

Maroc Telecom 2.96% 2.68% 2.53% 2.57% 4.12% +155 +6.1 

Attijariwafa bank 1.86% 1.79% 1.56% 1.73% 2.68% +95 +4.0 

LafargeHolcim Maroc 1.10% 1.15% 1.00% 1.05% 1.70% +65 +2.5 

BCP 0.56% 0.53% 0.62% 0.70% 1.13% +43 +1.7 

Cosumar 0.55% 0.55% 0.58% 0.60% 0.95% +35 +1.4 

BOA 0.72% 0.71% 0.60% 0.62% 0.93% +31 +1.4 

CIMAR 0.66% 0.64% 0.54% 0.56% 0.88% +32 +1.3 

Wafa Assurance 0.30% 0.32% 0.32% 0.33% 0.50% +17 +0.7 

Taqa Morocco 0.27% 0.27% 0.20% 0.20% 0.33% +13 +0.5 

Total Maroc 0.13% 0.14% 0.13% 0.12% 0.21% +9 +0.3 

Managem 0.07% 0.08% - - - - - 

NOV-19 FEB-20 MAY-20 AUG-20 NOV-20 VAR          
BPS 

FLOW           
M$ 

(2) The FM 100 is a sub-index which includes large caps. This remains more followed than the standard MSCI FM  
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