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EXECUTIVE SUMMARY - MAY 2021 

The results of the various methods computed in this 18th edition are as follows :  

 The historical risk premium posted a significant increase of 1.9 pts, from 3.9% in September 2020 to 5.8% in May 
2021. This level is justified by the rise of the market’s gross return over the last 15 years period, from 8.7% to 10.5%. 
At the same time, the average yield of Treasury Bills settles at 4.7% against 4.8% in September 2020; 

 The prospective risk premium reached 5.9% in May 2021, down 0.6 pt compared to September 2020. This result takes 
into account the upward revision of listed companies’ earnings growth forecasts over the period 2021E-2023E.             
According to our estimates, the AAGR of recurring profits of listed companies would settle at 10.9% over this period. 
Beyond this period, and by 2031E, the target growth rate is around 4.0% per year. This is equivalent to the long-term 
GDP growth level of the Moroccan economy; 

 The risk premium by the survey method showed a decline of 0.5 pt, from 6.1% in September 2020 to 5.6% in May 2021. 
We note that the annual Investors' required return toward the Equity market settled at 8.5% for a 5 year investment. 

« EQUITY RISK PREMIUM » IN THE MOROCCAN STOCK MARKET : RESULTS ACCORDING TO THE DIFFERENT METHODS 

A REALISTIC CHOICE IN FAVOUR OF THE « SURVEY METHOD » 

Upon the analysis of the various results and on the basis of our own vision, we maintain our choice in favour of the survey 

method. We believe this method best reflects the expectations of active investors in the Moroccan Equity market and 
therefor remains the most relevant. 
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HISTORICAL RISK PREMIUM  

APPROACH / METHODOLOGY  

This method is based on the following assumption: « For a future investment, investor will require a reward at least 
equivalent to the one historically observed on the market ». The principle of this process, on the basis of the historical 
data, consists of determining the average gross return of the stock market’s index and that of the sovereign bonds, i.e. 
the risk free. The risk premium is then deducted from the average spread between the two yields. 
 

COMPUTATION  

Based on available data, we have calculated the historical annual gross return of the MASI index (including dividend) 
and the Treasury Bills over a historical period of 10 years. For a coherence challenge, the period studied for this edition 
is 15 years. 

On the basis of the arithmetical average method and the annual average growth rate method (AAGR), we come up with 
the following results: 

HISTORICAL RISK PREMIUM ACCORDING TO THE DIFFERENT METHODS : 

ANALYSIS 

We believe that the historical Equity Risk Premium is less relevant for the Moroccan market. In fact, to serve as a reliable 
indicator, the Equity Risk Premium must be observed over a long period, in statistical terms over a minimum of 30 years. 
The aim is to normalize stock market yields like in developed countries which have an array of data covering nearly an 
entire century. As a young financial market, the Casablanca Stock Exchange market doesn't reflect this case. 

15-year Gross return 

Arithmetic average 

AAGR 

MASI Index 

12.9%  

10.5%  

Treasury Bills Morocco 

4.8%  

4.7%  

Risk premium 

8.1%  

5.8%  

The arithmetic average method implies historical profitability largely above the AAGR method. This gap is mainly due to 
the high degree of sensitivity to extreme values of the arithmetic method. Recall that the Moroccan Equity market was 
characterized by extensively bullish cycles. On the other hand, the AAGR shows more modest profitability. Indeed, it allows 
to smooth out the extreme variations during the cycle by integrating into the calculation solely the initial and the final val-
ues.  

Finally, our historical Equity Risk Premium calculated according to the AAGR method settles at 5.8%. 

Source : AGR Computations 
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PROSPECTIVE RISK PREMIUM 

APPROACH / METHODOLOGY  

In the theory of efficient markets, an asset’s valuation level reflects all the information available to the market at a par-
ticular time. By projecting this assumption on the market as a global entity, it is possible to consider that the market’s 
valuation at a given time is the translation of investor expectations toward the discounted future cash-flows of listed 
companies. 

For this purpose, the calculation of the prospective Equity Risk Premium is based on the market’s profits outlook. In-
deed, the rate level of the future earnings growth which allows to equalize the current market capitalization is equiva-
lent to the required shareholders 'return. By deducting the cost of money over the same period, we come up with a pro-
spective Equity Risk Premium. Recall that we consider a beta of 1.0 for the market. 
 

COMPUTATION  

Over the period 2021E-2023E, we consider an average annual growth rate of 10.9% for the Moroccan equity market. This 
result does not include the profit’s growth of Samir given the sustainable trading suspension of the stock.  

Beyond this period and by 2031E, we apply a growth rate of 4.0%. This is equivalent to the average GDP growth of the 
Moroccan economy over the long term horizon. This axial assumption takes into account the maturity of the largest 
market capitalizations in the Casablanca Stock Exchange.  

Finally, a 3.0 % rate has been adopted as a perpetual growth. This is in coherence with the normative level applied to 
emerging economies. Finally, we used a risk free instruments (sovereign bonds) of 2.3% observed during our survey. 

For this reason, our prospective Equity Risk Premium based on the assumptions hereafter comes to 5.9%. 

ANALYSIS 

The results of the method remain closely linked to our main growth assumptions. This applies more particularly to the 
perpetual profit growth (g). Although the fact that we are quite comfortable compared to the short term forecasts, the long 
term assumptions appear to be more arbitrary than any outright scientific method.  

As opposed to developed markets which have reached a certain level of maturity (by posting for example normative growth 
rates in terms of dividend), the Moroccan market is far from this case. In fact, the short degree of hindsight of the Moroc-
can market doesn’t allow us to build a reliable forecast model on the long term. This reduces even more the relevance of 
this method for the case of Morocco. 

AAGR Profits 
21E-23E  

AAGR Profits 
24E-31E  

Infinite                              
Growth 

Risk Free                         
Rate 

Beta  Ke Equity Risk            
Premium 

10.9%  4.0%  3.0%  2.3%  1.0  8.2%  5.9%  

Source : AGR Computations 
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RISK PREMIUM BY SURVEY METHOD 

APPROACH / METHODOLOGY  

This approach aims to identify the annual return required by investors toward an investment superior to 5 years in the 
Equity market. For this purpose, a questionnaire is sent quarterly to a representative and statistically valid sample of 
investors. 
 

ADJUSTMENT OF METHOD 

In this edition, we have operated two methodological adjustments : 

 A slight variation of weights which goes along with the current breakdown of transaction volumes on the central 
market by the different investor profiles; 

 An adjustment of the required return intervals which joined the Equity market performance over the past decade. 
Starting from March 2016 edition, the required return intervals proposed to investors are : [13% ; 14%],               
[11% ; 12%], [9% ; 10%], [7% ; 8%] and [5% ; 6%].   

 

COMPUTATION  

To compute a risk premium of the Moroccan Equity market we have identified four major categories of investors :               
(1) Institutional/UCITS, (2) Reference Actors, (3) Individuals and (4) Foreign investors. Each category has a different 
weighting depending on several criteria: its intervention level, influence on the market and our own vision. The category 
of "Reference Actors" includes investors with a deep knowledge of the Moroccan market allowing them to evaluate 
faithfully a realistic risk premium. For this purpose, we have applied a weight of 20.0 % for this category. 

On the basis of the survey method, the Equity Risk Premium comes to 5.6%. This method corresponds to the weighted 
average of risk premiums calculated for each investor category. 

ANALYSIS 

We believe that the survey approach appears to be the best adapted to the Moroccan market as it entails a consensus of 
the various actors. Moreover, it takes into account the several qualitative aspects neglected by the other methods. We note 
for example: 

 The impact of the current regional and international political context on investors’ risk aversion; 

 A context marked by historically low level of bonds since 2015; 

 The lack of investment opportunities at the local level. 

 

Weighting 

Institutional/MF/Banks  50.0%  7.5%  2.3%  5.2%  

Reference actors  20.0%  7.5%  2.3%  5.2%  

Individuals 10.0%  9.2%  2.3%  6.9%  

Foreign investors  20.0%  7.9%  2.3%  5.6%  

Equity Market 100%  8.5%  2.3%  5.6%  

 Required Return Risk Free Risk Premium 

SURVEY METHOD: RISK PREMIUM PER INVESTOR CATEGORY 

Source : AGR Survey 
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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.  

INFORMATION SOURCE 
Our publications are based on public information. Attijari Global Research strives for the reliability of the information provided. However, it is unable to guarantee its veracity or completeness. The opinions provided are expressed only by the analysts writers.  
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INDEPENDENCE OF OPINION 

Attijari Global Research preserves full independence regarding the opinions and recommendations issued. As a result, the investment decisions of Attijariwafa bank Group subsidiaries may conflict with the recommendations and / or strategies published in the Research notes. 
 
REMUNERATION AND BUSINESS STREAM 
Financial analysts responsible for the preparation of this report receive remunerations based on various factors, among which  the quality of the research and the relevance of the topics discussed. 
Attijariwafa bank Group maintains a business stream with the companies covered in the publications of Attijari Global Research . 

ADEQUACY OF OBJECTIVES 
The various publications of Attijari Global Research are prepared excluding the individual financial circumstances and object ives of persons who receive them. The instruments and discussed strategies may not be appropriate for the different investor profiles. 
For this reason, making an investment decision solely on these opinions may not lead to the intended objectives.  

OWNERSHIP AND DIFFUSION 
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SUPERVISORY AUTHORITIES 
Attijari Global Research is subject to the supervision of the regulatory authorities for the various countries of presence. These include AMMC in Morocco, CMF in Tunisia, CREPMF in WAEMU, COSUMAF in CEMAC and CMA in Egypt. 
Any person accepting to receive this document is bound by the terms above. 

CHIEF ECONOMIST 
Abdelaziz Lahlou 

+212 5 29 03 68 37 
ab.lahlou@attijari.ma 
Casablanca 

MANAGER 
Lamyae Oudghiri 
+212 5 29 03 68 18 
l.oudghiri@attijari.ma 
Casablanca 

MANAGER 

Maria Iraqi 
+212 5 29 03 68 01 
m.iraqui@attijari.ma 
Casablanca 

ASSOCIATE 
Meryeme Hadi 
+212 5 22 49 14 82 
m.hadi@attijari.ma 
Casablanca 

INVESTOR RELATIONS ANALYST 
Nisrine Jamali 
+212 5 22 49 14 82 
n.jamali@attijari.ma 
Casablanca 

SENIOR ASSOCIATE 
Mahat Zerhouni 
+212 5 29 03 68 16 
m.zerhouni@attijari.ma 
Casablanca 

ASSOCIATE 
Omar Cherkaoui 
+212 5 22 49 14 82 
o.cherkaoui@attijari.ma 
Casablanca 

Equity  

BROKERAGE - MOROCCO 

Abdellah Alaoui 
+212 5 29 03 68 27 
a.alaoui@attijari.ma 

Alae Yahya 

+212 5 29 03 68 15 
a.yahya@attijari.ma 

Sofia Mohcine 
+212 5 22 49 59 52 
s.mohcine@wafabourse.com 

Rachid Zakaria 
+212 5 29 03 68 48 
r.zakaria@attijari.ma 

Anis Hares 

+212 5 29 03 68 34 
a.hares@attijari.ma 

Tarik Loudiyi 
+212 5 22 54 42 98 
t.loudiyi@attijariwafa.com 

Mohamed Lemridi 
+225 07 80 68 68  
mohamed.lemridi@sib.ci 

Abdelkader Trad 

+216 71 10 89 00 
trad.abdelkader@attijaribank.com.tn 

WAEMU - CÔTE D’IVOIRE BROKERAGE - TUNISIA 

Bonds / Forex / Commodities 

MOROCCO 

Mehdi Mabkhout 

+212 5 22 42 87 22 
m.mabkhout@attijariwafa.com 

Mohammed  Filali 
+212 5 22 42 87 09 
m.hassounfilali@attijariwafa.com 

Amine Elhajli 
+212 5 22 42 87 09 
a.elhajli@attijariwafa.com 

Btissam Dakkouni 
+212 5 22 42 87 74 
b.dakkouni@attijariwafa.com 

Dalal Tahoune 

+212 5 22 42 87 07 
d.tahoune@attijariwafa.com 

MIDDLE EAST - DUBAÏ 

Serge Bahaderian 

+971 0 43 77 03 00 
sbahaderian@attijari-me.com 

Abdelkader Trad 

+216 71 80 29 22 
trad.abdelkader@attijaribank.com.tn 

Mahmoud Bahaa 

+202 27 97 04 80 
mahmoud.bahaa@barclays.com 

TUNISIA EGYPT 

DISCLAIMER 

CUSTODY - MOROCCO 

Abid Halim 

+225 20 20 01 55 
abid.halim@sib.ci 

Youssef Hansali 
+241 01 77 72 42 
youssef.hansali@ugb-banque.com 

WAEMU - CÔTE D’IVOIRE CEMAC - GABON 

Yves Ntchoumou 

+237 2 33 43 14 46 
n.ntchoumou@attijarisecurities.com 

CEMAC - CAMEROON 

SENIOR ANALYST 
Ines Khouaja 

+216 31 34 13 10 
khouaja.ines@attijaribourse.com.tn 
Tunis 

FINANCIAL ANALYST 
Josiane Ouakam 

+237 233 43 14 46 

j.ouakam@attijarisecurities.com 
Douala 

FINANCIAL ANALYST 
Jean-Jacques Birba 

+225 20 21 98 26 
jean-jacques.birba@sib.ci 
Abidjan 


