
MOROCCO
Growth momentum carried into H1 2026, supported by fa-
vorable rainfall and public investment in infrastructure.
Inflation remained subdued given lower food prices although
non-food prices have started to rise. Higher tax and asset
monetization revenues helped narrow the fiscal deficit, while
more elevated energy and capital goods imports widened the
trade deficit. The defining near-term challenge for Morocco is
youth employment.

Key conditions and challenges

The Moroccan economy has proven resilient in the face of multi-
ple global and regional headwinds, including the COVID-19 pan-
demic, trade tensions, droughts, and the ongoing conflict in the
Middle East. Growth momentum is strong, inflation is low and
stable, and fiscal and external imbalances are well contained.
Macro-fiscal discipline, fast-expanding infrastructure, and new
export-oriented sectors provide solid foundations for medium-
term growth. However, accelerating and sustaining growth will
require more private investment, higher productivity, and a better
allocation of resources.

Moreover, the employment content of growth is still insufficient to
absorb job seekers. Only about four in ten working-age Moroccans
hold a paid job, and fewer than half of those are in occupations
matching their qualifications. Female participation stands at 18.1
percent against 66.5 percent for men, and prospects are weaker
for youth. The government has responded with active labor market
policies, small and medium-sized enterprise support, and vocation-
al training realigned to private-sector needs, but additional efforts
are needed to implement these reforms effectively and to foster
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private-sector-led growth by deepening competition and visibly im-
proving the business environment.

Recent developments

Real GDP reached 4.6 percent in Q1 2026, against 5.0 percent a
year earlier. Agricultural value-added surged by 18.4 percent, while
non-agricultural activity decelerated by 2.6 percent, from chal-
lenges in mining with input shortages weighing on phosphate pro-
duction and exports, and a slowdown in construction and services.
Inflation remained remarkably contained despite the oil shock,
with headline inflation at 0.3 percent in June 2026 as food prices
(-2.3 y-o-y) offset a 2.3 percent rise in non-food items, while core in-
flation declined by 0.1 percent. Bank Al-Maghrib held its policy rate
unchanged at 2.25 percent through June 2026.

The trade deficit widened by 23.5 percent y-o-y by June 2026,
as imports rose by 15.3 percent propelled by the higher energy
prices and capital goods, while exports grew by 9.7 percent
led by automotives and aeronautics. Phosphate exports declined
2.3 percent, given supply chain disruptions and Q2 scheduled
maintenance. Remittances rose 9.9 percent and tourism receipts

FIGURE 1 / Real GDP growth and demand-side contributions to
real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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remained buoyant (15.9 percent), cushioning the current account.
Foreign direct investment rose by over 31 percent (or 1.5 percent
of GDP), and reserves covered close to five months of imports. The
dirham remained broadly stable within its fluctuation band.

The overall deficit was 1.1 percent at end-June 2026 (compared to
1.4 percent a year earlier). Direct taxes rose by 13.8 percent and in-
direct taxes by 9.5 percent, reflecting stronger tax administration,
while sales-and-lease back operations added 0.5 percent of GDP
relative to last year in non-tax revenue, offsetting a 16.9 percent
decline in other revenues. This compensated for the 14.8 percent
increase in expenditure, with current expenditure up by 14.9 per-
cent, given the measures cushioning higher oil prices (gas cylin-
ders, transport professionals, and electricity subsidies), and capital
spending up by 14.3 percent. Financing remained largely domestic,
and Eurobond issuances achieved competitive spreads of 155 and
215 basis points over mid-swaps for 4-year and 10-year bonds.

Labor market conditions improved markedly through mid-2026.
The economy added 279,000 paid jobs between the first and sec-
ond quarters of 2026 (187,000 urban, 92,000 rural), of which
166,000 jobs were created in services followed by industrial activ-
ities (47,000) and construction (42,000). Unemployment fell from
10.8 percent in Q1 to 9.5 percent in Q2, with declines in urban (13.5
to 11.9 percent) and rural (6.1 to 5.4 percent) areas.

Outlook

Growth is projected to reach 4.4 percent in 2026, driven by a
strong rebound in agriculture by 12 percent, more than offsetting

a non-agricultural deceleration to 3.5 percent. As agriculture nor-
malizes, growth will ease to 4.0 percent in 2027 before return-
ing to 4.3 percent by 2028, with demand rebalancing toward
private consumption. Inflation is expected to average 1.2 per-
cent in 2026.

The current account deficit is projected to widen to 3.6 percent of
GDP in 2026, reflecting the higher cost of energy, before narrowing
to 2 percent by 2028 as oil prices normalize. Higher fertilizer prices
support export revenues only partially, as the phosphate sector is
limited by higher input costs and capacity limits.

The budget deficit would narrow to 3.5 percent of GDP in 2026 and
decline to 3.2 percent by 2028, with the primary deficit near 1 per-
cent of GDP and debt declining toward 65 percent of GDP, assum-
ing spending pressures remain contained.

Risks are tilted to the downside. A prolonged conflict, with higher-
for-longer oil prices and disrupted mining inputs, could depress
activity. Climate conditions remain the recurrent risk to agri-
culture, and slower European growth would weigh on exports,
tourism, and remittances. Upside potential includes an early res-
olution of the Middle East conflict and reform-driven improve-
ments in non-agricultural activity.

Growth is expected to drive a 23.5 percent decline in poverty by
2028, bringing it to 1.3 percent at the international poverty line
and to 4.9 percent at the lower-middle-income threshold. To im-
prove living standards, reforms should focus on promoting job
creation through a more dynamic private sector, entrenching so-
cial protection systems, and reducing territorial disparities.

Recent history and projections 2023 2024 2025 2026e 2027f 2028f

Real GDP growth, at constant market prices 3.8 4.4 4.9 4.4 4.0 4.3
Private consumption 4.8 2.9 1.2 3.9 4.3 4.7
Government consumption 6.8 8.0 5.1 5.7 5.5 5.4
Gross fixed capital investment 2.4 11.8 14.4 10.5 9.0 7.0
Exports, goods and services 7.8 7.7 6.6 6.8 8.0 8.4
Imports, goods and services 9.5 12.2 9.0 9.3 10.3 9.3

Real GDP growth, at constant factor prices 3.6 3.8 4.4 4.4 4.0 4.3
Agriculture 1.7 -5.1 7.1 12.0 0.5 2.5
Industry 0.9 3.8 3.3 3.2 4.2 4.4
Services 5.2 5.6 4.3 3.7 4.1 4.1

Employment rate (% of working-age population, 15 years+) 40.3 40.1 40.0 40.1 40.2 40.4
Inflation (consumer price index) 6.1 0.9 0.8 1.2 1.8 1.9

Current account balance (% of GDP) -1.0 -1.2 -2.1 -3.6 -2.4 -2.0
Net foreign direct investment inflow (% of GDP) -0.1 0.6 1.3 1.4 1.5 1.5

Fiscal balance (% of GDP) -4.4 -3.9 -3.5 -3.5 -3.3 -3.2
Revenues (% of GDP) 27.5 28.8 29.4 30.9 31.0 31.1
Debt (% of GDP) 68.4 67.0 66.6 65.6 65.2 65.0
Primary balance (% of GDP) -2.3 -1.8 -1.1 -1.1 -1.0 -0.9

International poverty rate ($3.00 in 2021 PPP)1,2 2.4 2.3 2.0 1.7 1.5 1.3

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 8.1 7.4 6.7 6.0 5.4 4.9

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 41.3 39.4 37.5 35.3 33.5 31.7

GHG emissions growth (mtCO2e) -2.0 0.2 2.8 6.2 6.4 4.0

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2013-ENCDM. Actual data: 2013. Nowcast: 2014-2025. Forecasts are from 2026 to 2028.
2/ Projection using neutral distribution (2013) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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