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"Weak" Moroccan Economy Insulatedfrom Global Financial Crisis

The Moroccan financial sector is safe from the shocks witnessed recently in the United
States and Europe, according to the director of the nation's central bank. Abdellatif Jouahri said the
Moroccan economy is less exposed to risk because it is less advanced than the economies of
developed nations.

The financial crisis affecting the United States and other major world markets has analysts
concerned about the health of the Moroccan economy.. Abdellatif Jouahri, Governor of Bank Al-
Maghrib, Morocco's central bank, recently assured the public that Moroccan banks are not at risk,
though the economy could be harmed by the broader economic slowdown triggered by overser,"
financial malaise.

Jouahri stressed at a press conference held Thursday (September 25th) in Casablanca that Morocco

has not been affected by the global financial crisis that began in earnest with the bankruptcy of

American financial services juggernaut Lehman Brothers Holdings Inc. Morocco is not vulnerable

to the global financial crisis, he said, because the nationls banking institutions cannot afford the

kind of activities that caused the US collapse.

The Moroccan frnancial sector does not have assets in overseas banks facing diffrculties, Jouahri

said. Overseas assets held by Moroccan banks total just 31 billion dirhams, or 4Yo of total

resources, which he said is an insignificant ratio.

The bank conducted an internal audit to assess the institution's vulnerability, Jouahri seid, applying

a "control and risk analysis strategy... hinging on the principle of selÊassessment by units and their

extent of risk."

He said that the bank has re-examined its code of ethics and precautionary rules to strengthen

intemal procedures in a more volatile international economy. An international audit was also

conducted by the World Bank on the rules of pooling cash reserves in the Moroccan central bank.

Abdel Salam Al Sediki, professor of economics at the Mohammed V University in Rabat,

supported the bank directoCs assertion that Morocco's economic weakness will largely insulate it

from the financial crisis.

"Our [financialJ scctor is still in its beginnings and its role is limited," he told Magharebia.

"Banking institutions are govemed by regulations because our economy is fragile." The country is

not immune to risk, howcver.

"Morocco shares several complex relations with international institutions," Al Sediki said. "The

financial sector knows no nationality and binds countries via web-like interconnections."
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As a result, the professor said, it is inevitable that growth rates will decline as 2010 and 2012
approach.

"In France, a country with a strong economy, growth will be nearly l7o. France is a country with
which we share 60% of our trade. Thus, our economy is bound to be influenced."

Oxford Business Group (OBG), a UK institution specialising in economic research, stressed that
the Moroccan financial sector is not affected bv the turbulence in the international financial
markets.

OBG maintained in a report recently published by Bank Al-Maghrib that the bank is pursuing
efforts aimed at building more flexibility into the banking system, despite the global financial
disorder that followed the outbreak of the international credit crisis. I
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The Impad of the Crisis on Morocco

Despite efforts by the government and banking officials to downplay the count.y's risk o,
impact from the current global economic crisis, Morocco's stock market has suffered a hit in recent
weeks.

Despite a low rate of foreign investment in the Casablanca Stock Exchange - estimated at just 5%
- Moroccan stocks proved this week that they are not impervious to the financial crisis currently
shaking up world markets.

The Moroccan stock market has actually been in decline since mid-March, with the outbreak of the
mortgage crisis in the United States. However, real deterioration began in September with the start
of US banking problems and their effects on the global financial system.

Total losses in the Moroccan stock market since March amount to ll2billion dirhams or some
18% of the nation's GDP in 2007. More than 86 billion dirhams have been lost since early
September as a result of the shocks in global'stock markets, reducing the total capital of the stock
exchange from 666.73 billion dirhams on September lst to 580.5 billion on Tuesday (October 7th).

Moroccan officials have been careful to deny any link between the global financial crisis and the
Moroccan financial system. Jaloul Ayad, Director General of the Moroccan External Trade Bank
(BMCE), is of the opinion that the collapse of Moroccan stocks was due to psychological factors.

"What took place here in the stock market in recent weeks was a case of panic among dealers in
Moroccan stocks," he said. "[Theyl were influenced by what they saw on TV as a result of the
Wall Street collapsv and its implications across the world."

Ayad maintained that Moroccan banks are immunised against upheavals in the global banking
system because of their weak foreign links. "Although our financial system is open and liberal, our
banks depend on local resources - especially client deposits - in re-financing their assets," he said,
"unlike in some countries, where banks depend on foreign funds to re-finance their assets".

Attûariwafa Bank Chairman Mohammed Kettani also defended the solidity of Morocco's banking
system. "The global financial crisis is limited to very advanced financial instruments such as
mortgages and derived financial products. These products don't even exist here in Morocco, where
banking services are still simple and basic," he said. As to the state of mortgage loans in Morocco,
Kettani said, "Moroccan banks grant mortgage loans based on strict criteria that are based on
families' ability to save. The approved rule is that the debt instalments don't exceed 40Yo of farnily
income. Therefore, I don't see any risks in this respect as long as we control the r:r{.c of inflation
and interest rates."
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Morocco will be more affected by reductions in trade and foreign investment than by financial
decline because of the limited nature of the Moroccan stock market, said Ahmed Abboudi,
Director of the Moroccan Centre for Business Conditions (Centre Marocain de Conjuncture, or
cMC).

According to Abboudi, the CMC expects the global crisis will lead to a I .5 to 2%o decline in short-
term growth. The group also expects a related increase in inflation, to break 4.5% for the first time
in several years.

"I don't think Morocco will face any trouble in strict financial terms," he said. "However, the

aggravation of the global financial crisis, the speed of its spread and its move from finance to the

economic circle will undoubtedly lead to shrinking world demand for Moroccan industrial

products and seryices."

Mqwassi Lahcenfor Magharebia in Casablanca - 09/10/08
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Insulated y' om: protected, isolated.

Broader: widely diffrrsed.

To Trigger: to initiate a chain of events.

In earnest: in a serious manner.

Bankruptcy: inability to discharge all the debts as they come due.

Hinging: depending on.

Volatile: tending to fluctuate sharply and regularly.

To downplay: to treat or speak of something so as to reduce focus on its importance, strength or value.
Impervious: incapable of being influenced or affected.

Mortgage: a conveyance of an interest in property as security for the repayment of money borrowed.
GDP: Gross Domestic Product. The total market value of all the goods and services produced within theborders of a nation during a specified period. (In French: pIB)

Upheaval: strong or violent change or disturbance.

Loan: credit.

rnflation: a persistent' substantial rise in the general level of prices related to an increase in the volume ofmoney and resulting in the loss of value of currencv.

Shrinking: reduction.

Lehman Brothers Holdings Inc: a corporation
governments and municipalities, institutional clients r
services in equity and fixed income sales, trading a
private investment management and private equiiy.
Banking and Investment Management.


