
In 2013, economic growth in Morocco accelerated, but it is likely to slow down somewhat in 2014. Morocco has

been able to reduce its twin deficits somewhat, though these deficits remain sizeable.

This Country Report is the outcome of an internship by Saskia Moser at the Country Risk Research team at

Rabobank Nederland.

Strengths (+) and weaknesses (‐)

(+) Relatively well developed capital market
While the Moroccan government has posted high fiscal deficits, it has been able to finance these deficits to a

large extent domestically thanks to the existence of a relatively well‐developed local capital market.

(+) The King acts as a stabilizing factor for political stability
Despite political tensions in the region, the monarchy remains popular and is having a stabilizing role as the

‘mediator’ between conflicting political parties.

(‐) Large share of youths economically and politically excluded
45% of the population is aged 25 or below, but they are hardly represented in politics and cannot earn a living

(youth unemployment 19 %). This constitutes an environment prone to upheaval.

(‐) Large current account deficit and high fuel and food import
dependency
Morocco has had a large current account deficit in recent years. Its high fuel and food import dependency

makes it highly vulnerable to commodity price volatility.

Key developments
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Figure 1: Economic growth

Source: EIU

Figure 2: Current account balance

Source: EIU

1. Growth picked up in 2013, but is likely to slow down
After economic growth fell to 2.7% in 2012, it accelerated to 4.4 % in 2013. This can largely be attributed to an

exceptionally large crop, as agricultural output grew by about 14 % in 2013 thanks to favourable weather

conditions. This partially explains why inflation remained firmly anchored below 3 %, even as the government

started to reduce food and energy subsidies. Meanwhile, growth in the non‐agricultural sector slowed down to

2.5% in 2013, down from 4.6% in 2012. This was partially due to weak performance of the phosphates industry,

which declined 18.7% owing to falling prices and weakened global demand. On the demand side, private

consumption was the largest contributor to economic growth with 2.6% of GDP. Private consumption was

underpinned by the good harvest.

Looking forward, growth is likely to fall to roughly 3% in 2014, owing tighter fiscal policies, weather conditions

that are unlikely to be as favourable to agricultural production as in 2013, and a sluggish international recovery.

Morocco's significant dependence on economic activities in Europe, in particular trade, tourism and remittances

leaves, its economy thereby susceptible to developments in the eurozone.

2. Morocco’s large twin deficits have narrowed somewhat, but
remain a vulnerability
Morocco’s fiscal deficit fell slightly to 6.0% of GDP in 2013 after it had reached a record 8.3 % of GDP in 2012

due to a strong increase of government expenditure on wages and subsidies. The government aims to reduce

the deficit further to 3.8% of GDP in 2014 by pulling back its food and fuel subsidies of food and fuel to USD

4.3bn (compared with USD 5.2bn in 2013 and USD 6.5bn in 2012). In 2013, under pressure of the IMF the

government already started to phase out these subsidies to increase its creditworthiness and create fiscal space

to invest in infrastructure and human capital. Additionally, to reduce the deficit, the government introduced a

new fuel price indexation in September 2013 in order to shield the budget from international fuel price

increases.  Under this new pricing system the fuel prices will be reviewed on a monthly basis and altered if the

international prices change more than 2.5 percent within two months. However, despite these structural

reforms, an increase of government expenditure on job creation and wages prevented the deficit from declining

further.  

Likewise, Morocco’s sizeable current account deficit that is mainly driven by a large trade deficit fell slightly to

9.0% of GDP in 2013, down from 10.2% of GDP in 2012. The narrowing of the deficit was largely accounted for

by a remarkable decrease of the import bill of food by 18% to USD 1.0bn reflecting the strong growth of the

domestic agricultural output. Meanwhile, exports declined by 1.8%, mainly attributable to a drop in phosphate

exports of 23 % resulting from a sharp decline in world prices. As imports declined by 2.8%, the current account

improved slightly. Nevertheless, the current account deficit remained very large. Part of the current account

deficit was financed by net direct investment inflows, which reached USD 3.2bn (3 % of GDP). Meanwhile,

Morocco managed to increase its foreign‐exchange reserves from USD 16bn in 2012 to almost USD 18.4bn in
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National facts of Morocco

Source: EIU, CIA World Factbook, UN, World Economic Forum, Transparency International, Reporters Without Borders,

World Bank.

2013, although the import cover of 4.7 months is still not extremely high. Morocco’s external liquidity improved

somewhat though when the country concluded an agreement with the IMF for a USD 6.2bna Precautionary

Liquidity Line (PLL) in August 2013. In conclusion, Morocco’s twin deficits remain a vulnerability.

3. Reaping benefits of political and economic stability
According to the UNCTAD World Investment Report, Morocco ranked first in North Africa in terms of the nominal

amount of foreign direct investment (FDI) it received in 2013. The kingdom lured investment inflows worth USD

3.6bn in 2013. This good performance can partially be explained its relatively political and economic stability

during the Arab Spring as well as the diversification of its export base. Furthermore, there are signs that

Morocco improved its business climate, as it moved up 10 places from 97 in 2012 to 87 in 2013 on the Ease of

Doing Business Index, as starting a business, paying taxes payments and registering property was made easier.

Furthermore, a Deep and Comprehensive Free Trade Agreement (DCFTA) was launched in April 2013 in order to

deepen and strengthen the trade relationship with the EU. Though Morocco’s competitiveness and import

dependency, things remain to be done, for example combating the level of corruption.

Background information
In Morocco, services is the largest sector (49% of GDP). Tourism represents an important FX earner and employs

around 40% of the labor force. The industrial sector (28% of GDP) is dominated by the textile and clothing

sector targeting European markets, but has diversified in recent years. Morocco is the largest phosphate

producer in the world (75% of total phosphate reserves are located in Morocco), which makes it a vital trade

partner for Europe. In the past decade, the good economic performances of Morocco contributed to reduction
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Economic indicators of Morocco

Source: EIU

and poverty and unemployment. Social development has been supported through national programs for access

to water, energy and transportation. Despite this, social development is still rather low (see indicators), also

due to issues such as illiteracy and gender inequality. Freedom of speech is limited as critics of the King,

government and Islam can face criminal charges. Historically, the King was named commander of the faithful

and seen as descendant of the prophet Mohammed. It is estimated that over 10% of Moroccans live abroad,

mainly in Europe. These Moroccans are not allowed by the King to give up their Moroccan nationality. This large

expatriate population is economically important, as it is a major source of remittances and tourism. Morocco

has an ongoing conflict with Algeria about sovereignty in Western Sahara. UN peace keeping resolutions are

used to manage this conflict and little change is expected for the near future after a new peacekeeping

resolution was adopted on April 25  2013.
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