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On the sidelines of its 3rd monetary policy meeting in 2022, Bank Al-Maghrib decides to raise its Key Rate by +50 BPS 
to 2.0% for the 1st time since 2008. The institution finally leaned in favor of support price stability in Morocco. This 
monetary reversal is in line with our initial scenario expressed in June 2022 (see June 2022 Key Rate). Recall that the 
market consensus was mixed regarding the KR expectations, as the results of our last survey carried out in Septem-
ber 2022. (See Q3-22 Key Rate Survey). 

For the first time in 20 years, the Central Bank announces a KR increase of 50 BPS. A scenario similar to its Europe-
an counterpart during Q3-2022. Indeed, the ECB has surprised the market twice with KR hikes of 50 BPS in July and 
75 BPS in September against initial forecasts of 25 BPS and 50 BPS. This decision attests to a change in BAM's per-
ception of the "transitional" nature of inflation in Morocco. From now on, the institution has as a priority the easing of 
the inflationary pressure which seems to be increasingly sustainable. 

Sources: Bank Al-Maghrib, HCP, AGR Computations & Estimates 

Despite the challenges of post-Covid economic recovery and the risks weighing on Morocco’s growth , BAM seems 
determined to counter recent inflationary pressures. As a matter of fact, Bank Al-Maghrib aligns itself with the 
trajectory of the major Central Banks internationally to fight against inflation mainly imported into Morocco. At the 
end of August 2022, the CPI recorded an increase of 8.0%, a three decades high.  

Faced with high inflation on an international scale, the monetary tightening policies of Central Banks should a pri-
ori continue in Q4-22. Recall that price increases have reached 40-year highs in the United States and Europe, at 
more than 8.0% and 9.0% respectively. 
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By adopting such a reversal of its monetary policy, Bank Al-Maghrib is opting for a tightening which is both 
strong and rapid. The target is to deal with inflationary risks which could weigh on the LT growth outlook. 

The short-term impact of this significant Key Rate increase should a priori be restrictive on domestic Demand 
through the channel of bank loans. Nevertheless, this 1st increase does not seem capable of restoring real rates 
to positive territory. Therefore, pressures on savings remuneration are expected to continue in ST. 

Under these conditions, this first Key Rate increase could, in our opinion, be the start of a new cycle of mone-

tary tightening by Bank Al-Maghrib. 
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 TOWARDS A SYNCHRONIZATION OF MONETARY POLICIES INTERNATIONALLY 

During Q3-2022, we witnessed an acceleration of monetary tightening internationally, through successive increases in KRs. Regardless of 
its "external" or "internal" origin, the "sustainable" nature of inflation seems to be upfront in the minds of the major Central Banks, rais-
ing the specter of a long recession in developed economies. 

UNITED STATES: MONETARY INFLATION DRIVEN BY DEMAND (INTERNAL ORIGIN) 

As early as Q4-2021, the Fed cites "structural" factors behind the inflationary spike in the United States. These are mainly the continued 
improvement in employment indicators as the unemployment rate reaching a 50-year low (3.7% in August 2022) and the increase in the 
average salary in the United States of 5.2% during the same period. To this end, the Fed raised its KRs 5 successive times in 2022, i.e. a 
cumulative increase since March 2022 of 300 BPS, thus bringing Fedfunds to 3.25% against 0.25% at the start of 2022. The Federal Re-
serve intends to continue its monetary tightening during Q4-2022 despite the risks of economic recession. Remember that inflation stood 
at 8.3% at the end of August 2022, i.e. a 40 year high. 

EUROZONE: SUPPLY-DRIVEN MONETARY INFLATION (EXTERNAL ORIGIN) 

Faced with the global inflationary surge under the effect of the energy crisis’ exacerbation in Europe, the ECB finally recognized the 
"structural" nature of inflation within the Euro Zone. This has continued to rise since 2021, reaching a record of 9.1% in August 2022, i.e. 
the highest since 1997. At the same time, the gap between the Fed and the ECB monetary policies has created tensions on the single 
currency which has fallen below parity against the Dollar and this, for the first time since the emergence of the Euro Zone. In this context, 
the ECB decides to raise its KR twice successively in July and September 2022 by 50 and 75 BPS. Despite the external origins of inflation, 
the ECB should pursue its orientation by acting on the loan Demand circuit. 

USA VS EZ: INFLATION VS KEY RATE DECISIONS & GROWTH OUTLOOK 
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The synchronization of monetary tightening policies on a global scale is reflected in no less than 650 BPS of simultaneous KR hikes rec-
orded in September among the 35 major international Central Banks. Alongside the ECB and the FED, we quote for information the BOE, 
the Bank of Canada, the NSB  or the BCEAO. 

Nevertheless, we note two exceptions in terms of monetary policy in the face of the global inflationary surge. A new financial doctrine 
advocating support for post-Covid19 economic recovery despite the inflationary cost. This is China, which lowered its KR for the second 
time in a row in 2022 in order to boost growth tested by anti-Covid measures. Despite exceptional inflation of 80.2%, Turkey decided in 
turn to lower its Key Rate to 12%. 
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DIRHAM DEPRECIATION ..., A FACTOR WHICH FUELS INFLATION IN MOROCCO 

It is obvious that sustained inflation at the domestic level may constitute a serious constraint to the economic recovery insofar as the pur-
chasing power of households would be undermined. Today, it is clear that there is a new source of risk capable of maintaining inflationary 
pressures in 2023E. It is the continuation of the Dirham depreciation against the Dollar and this, within a context of aggressive raising of 
the FED’s Key Rates. Note that the Dollar(1) index reached a 20-year high in September. 

At the same time, liquidity conditions on the interbank foreign exchange market would be less favorable due to the increase in import 
flows. To this end, remember that more than 50% of Morocco's imports are in dollars and mainly concern energy and cereal products. 
This situation propelled the difference between the MAD reference rate and its mid-basket to more than +3.60%, i.e. its highest since the 
implementation of the exchange rate reform in 2018. The latter is thus approaching the upper threshold of the Dirham fluctuation band 
set at 5%. Under these conditions, the USD/MAD parity reached a 10 year high, at 10.81, up 17% YTD. 

A BOND MARKET WHICH HAS ALREADY PRICED IN A RATE HIKE IN MOROCCO 

Given the increase in investors' profitability requirements within the primary auction market justified by inflationary expectations, the 
bond curve experienced visible upward tensions in 2022. Mainly oriented by flows, rates accelerated their inflection in September, inte-
grating a possible normalization of Rates in Morocco at the ST. During the auction session of 09/13/2022 alone, the 5-year rate rose by 
around 30 BPS to 2.65%, thus exceeding the 10-year rate (2.41%) for the first time since 2015. 

Questions around the remuneration of domestic savings arise as the inflationary surge materializes. Real rates in Morocco have been in 
negative territory since Q1-2022. Such a situation increases investors' appetite for more profitable assets such as REISs or risk capital. 
To this end, innovative Treasury financing based on real estate management mechanisms reached more than MAD 10.0 Bn at the end of 
August 2022. 

This upward trend in bond rates in Morocco, which has reached +64 BPS for the 2-year maturity since the beginning of the year (even 
before the Central Bank's KR increase), could continue by the end of 'year. This development remains in line with the trend in bond rates 
observed internationally. As an indication, the ten-year German Bund yield crossed the 2% threshold for the first time since 2013., while 
the 2-year US Treasury bond yield reached 4%, i.e. its highest since October 2007.  

INFLATION : « FOOD » & « TRANSPORT » COMPONENT USD/MAD EVOLUTION : FIXING VS. LIQUIDITY SPREAD 
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1 This is an index that represents the trend of the United States Dollar against a basket of international currencies. 

Sources : Bank Al-Maghrib, HCP, MEF, IMF, AWB Capital Markets, AGR Computations & Estimates 
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MAIN ADJUSTMENTS TO BAM FORECASTS 

Determined to fight against the inflationary surge since Q4-21, the Central Bank has taken strong action through a 50 BPS increase in its 
Key Rate. The implications of this monetary decision on the main projections of economic growth and inflation indicators in Morocco   
during the 22E-23E period are as follows: 

Downward revision of growth projections during the period 2022E-2023E 

With regards to BAM's monetary tightening and continued inflationary pressures, BAM is once again revising its growth projections down-
wards in 2022E. This would stand at 0.8% against 1.0% initially. The Moroccan economy remains weakened in 2022 by a weak cereal crop 
of Quintal 32 Mn against a record of Quintal 103 Mn in 2021 and an unfavorable international context. 

In 2023E, Moroccan growth should stand at 3.6% against 4.0% initially suffering from the restrictive effects of the KR rise on the con-
sumption and investment channels. The non-agricultural component of GDP should post a deceleration in its growth rate to 2.5% in 2023E 
against 3.4% a year earlier. Regarding the cereal crop, a return to a normative production level of Quintal 75 Mn is forecasted in 2023E. 

Inflation outlook revised upwards in 2022E 

Inflation in Morocco remains fueled by imports through the food and transport components. These represent almost 2/3 of the basket of 
the Moroccan consumer. 

Unlike Western countries, inflation in Morocco is considered “Supply” inflation rather than Demand inflation. Under these conditions, 
inflation is revised upwards in 2022E to 6.3% against 5.3% initially. This should return to a moderate pace according to BAM's projections 
at 2.4% in 2023E. 

Revision of the economy’s loan growth pace 

Taking into account the expected tightening of financing conditions for the economy, BAM expects a moderate increase in bank loans, i.e. 
4.0% in 2022E and 3.6% in 2023E. 

The liquidity deficit should widen to nearly MAD 90 Bn in 2023E, mainly reflecting the increase in fiduciary money over MT, while foreign 
exchange reserves should continue to firm up over MT. Foreign currency reserves should reach new records in 2022E and 2023E at more 
than MAD 340 Bn supported by the appreciation of travel receipts, FDI, Workers’ remittances as well as the concretization of external 
Treasury financing planned under the 2022 FA to MAD 40 Bn by the end of the year. 

Sources : Bank Al-Maghrib, MEF, IMF, AWB Capital Markets, AGR Computations & Estimates 
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