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Rabat, June 16, 2015

1. The Board of Bank AMaghrib held its quarterly meeting on TuescJune 16, 2015.

2. At this meeting, the Board reviewed and approved thaual Repori2014 on the
domesticeconomic, monetary and financial situation as aglbn the Bank’s activitie

3. The Board als@xaminer recent economic, monetary and financial developmant
inflation forecasts up to trthird quarter of 2016.

4. Internationally, theBoarc noted the slow recovery in the euro alas GDP grew by 1
percentn the first quarter after C percenta quarter earlier and the unemployment
fell slightly to 11.1percen in April. In the United Stateslespite the negative impact
transitory fctors in the first quarteyear-on-year growtlstrengthenedto 2.7 percent
from 2.4 percentwhile thejoblessrate remained stable in Meat 5.5 percent. In
contrasteconomic activitycontinued to slackeim the main emerging countries, witt
slowdown in growth to ~ percent in China and 6.1 percent India and aGDP
contraction of 6.1percen in Brazil. In terms of outlook, the IMlin April revised
upward its growth projection for the euro aiin 2015 from 1.2to 1.5 percent and
lowered that of th&nited States from 3 to 3.1 percentand then t2.5 percent in May
under Article IVconsultatiol. In commodity markets, the price of Br oil fell in May
by 40.6 percenyear on yeato an average of $65.2 a barrel, s up 9.0 percent
from April and 33.2percen compared to January. Under these conditions, iafién
the euro areaccelerated to 0 percenin May after a zero rate a month earlier, while
the United States fell to -0.2 percent in April after -0.1 percentMarch. In terms o
monetary policy decisions, the ECB at its meetihgune3 keptits keyinterest rates
unchangednd said that itasset purchase program wilin until the end of Septemb
2016 and, in any case, urit seesa sustained adjustment in the path of inflatior ik
consistent with itgprice stabilit' objective. Similarlyat its meeting of April 2¢the Fed
held rates unchangethdicating that the duration maintaining them in tt current
target range dependsn progress made in achievings objectives of maximur
employment and 2 percent inflati Overall, all of these developments do not sug
external inflationary pressur

5. At the national level, data published on June dabng to the new base year 20
which now replaces 199indicatea growth rate of 2.4 percent in 2014, resultingrfra
decline of 2.5 percent in the agricultural valueledi and an increase of 3.1 fent in
nonagricultural GDP. In 2015, growth is expecat about Jpercent, driven by a rise
nearly 15 percent in the agricultural value addeiije nonagricultural activy would



accelerate somewhat to around 3.5 percent. Inathar Imarket, first quarter data show
the net creation of 27,000 jobs and a decline énlaélbor force participation rate by 0.7
point to 47 percent. The unemployment rate was d&h point to 9.9 percent
nationally and 14.3 percent in urban areas. Unldese circumstances, nonagricultural
output gap continued to be negative and would rensm in the medium term,
suggesting the absence of demand-driven inflatiopegssures.

External accounts preliminary data as at end-Mayvstinat the trade deficit narrowed
by 25.3 percent, reflecting a drop of 9.6 percaritriports due mainly to a 33.3 percent
contraction in energy purchases. Meanwhile, expardgsntained momentum with an
increase of 5.8 percent, particularly led by anrompment of 22.3 percent in shipments
of phosphates and derivatives and 15.4 percenhenstles of automotive industry.
Regarding other items of the current account, treeeeipts decreased by 6.4 percent
while transfers from Moroccans living abroad wepeiu5 percent. Based on these data
and assuming an average Brent oil price at $63r@ltend a 13 billion-dirham inflow
of grants from GCC countries, the current accowaficd should hover around 3 percent
in 2015. These developments, combined with a k2@ percent in net FDI inflows,
impacted foreign exchange reserves which, at eng-M=ached 194 billion dirhams,
the equivalent of 5 months and 25 days of goodssamdices’ imports. They should
further improve to cover around 6 months of impostshe end of the year.

As regards public finance, current revenues rosé.Bypercent at end-April, largely
driven by monopoly revenues which rose from 429iomlto 4.2 billion while tax
receipts increased by a mere 0.4 percent. At thre ¢8ne, overall expenses were down
7.1 percent, mainly reflecting decreases of 5916y in subsidy costs and 6.7 percent
in capital expenditure. Overall, budget implemeantaduring the first four months of
the year resulted in a 49.6 percent decline inafisieficit. If this trend continues, the
deficit target of 4.3 percent of GDP in 2015, sethie Finance Act, will be achieved.

On the monetary side, April data show slight slowdan M3 aggregate to 6.8 percent
from 7.1 percent on average in the first quarteflecting in particular a drop in the
growth rate of bank lending from 3.8 to 2.5 percdilte moderate growth in lending is
attributable, according to the results of the BaklkMaghrib Survey on Lending
Conditions, to the weaker demand from businessede wihdividuals’ demand
increased, especially for real estate loans. I'62M3 growth is expected at 6 percent
and bank lending would increase by about 4 percéné money gap is therefore
negative, suggesting the absence of money-driviéationary pressures. Bank liquidity
improved in April and May by 3.4 billion compareal the first quarter, largely due to
stronger foreign exchange reserves. As a resudtBdnk reduced the volume of its
interventions from a weekly average of 42.5 billion39.1 billion. Concerning lending
rates, the overall lending rate fell 22 basis mitd 5.81 percent, owing to the
consecutive cuts in the key rate in September aece@ber 2014. This decline was
widespread across the various loan categoriespekmeconsumer loans.

In the assets’ market, the Real Estate Price Istigiktly edged down in the first quarter
by 0.2 percent year on year, covering a 1.6 perderg in commercial real estate and a
virtual stagnation in residential property whildan land prices moved up 0.4 percent.
In the stock market, following a 6.8 percent rigethe first quarter, the benchmark
index went on a downward trend, posting as at lfha year-to-date decline of 0.3
percent.



10.

11.

12.

Against this background, inflation reached 1.7 patdn April up from 1.5 percent in
the first quarter, due mainly to an acceleratee imsvolatile food prices from 2.4 to 3.3
percent. Core inflation, which reflects the undedy trend of prices, remained
essentially unchanged at 1.4 percent, coverindestaiices for tradables at 1.6 percent
and slightly higher prices for nontradables at fie3cent. Industrial producer prices
continued to trend downward, posting again a yeayear decline of 5.1 percent in
April from an average 5.9 percent drop in the firgarter.

Taking into consideration all these developmertts, impact of the minimum wage
increase in July as well as the expected trendtarnational oil prices, inflation would
remain consistent with the price stability objeeti#t is expected at 1.5 percent in 2015
and 1.4 percent on average over the next six qearte

In this context characterized by an inflation cehtiorecast in line with the price
stability objective but still surrounded with untzenties related externally in particular
to the medium-term trend in oil prices, the Boarecided to keep the key rate
unchanged at 2.5 percent while continuing to clos@nitor all these developments.



