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RATING ACTION COMMENTARY

Fitch Af�rms CK-GSMFI's
National IMQ Rating at
'Excellent(mar)'
Wed 09 Dec, 2020 - 3:48 AM ET

Fitch Ratings - London - 09 Dec 2020: Fitch Ratings has af�rmed CDG Capital - Gestion

sous Mandat des Fonds Institutionnels' (CK-GSMFI) National Investment Management

Quality Rating (IMQR) at 'Excellent(mar)' with a Stable Outlook. CK-GSMFI is part of

the bank CDG Capital's investment management department, managing institutional

assets through mandates.

KEY RATING DRIVERS

The 'Excellent(mar)' rating is driven by CK-GSMFI's robust investment and risk-

management processes. While investment resources provide a good �t to the needs of

the business, the score of investment resources is constrained by staff turnover

experienced in 2019 and 2020. The score of company and client servicing balances the

fund's slowly growing AUM over the last �ve years and lower-than-peer average AUM

margin with the �nancial strength of its ultimate parent company, Caisse de Dépôt et de

Gestion (CDG), which was created in 1959.

CK-GSMFI's 'Excellent(mar)' rating is based on the following (unchanged) category

scores:

Investment Process: Excellent

https://www.fitchratings.com/
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Investment Resources: Strong

Risk Management: Excellent

Investment Performance: Consistent

Company and Client Servicing: Strong

'Excellent' Investment Process

CK-GSMFI's investment process is well-de�ned with clear objectives. The two main

strategies are "plain vanilla" benchmarked portfolio management and liability-driven

investment (LDI) for pension and retirement funds. Both strategies use research input

from the internal team and sell-side research. The �rst strategy follows three steps of

fundamental analysis, portfolio construction and trading. LDI portfolios are built to

cover the client's current and future liabilities, and to generate performance surplus.

Therefore, they are split into a core compartment (invested in �xed-income securities)

and satellite compartment (invested in higher-risk assets such as equity and alternative

asset classes), invested in accordance with a pre-determined risk budget.

'Strong' Investment Resources

CK-GSMFI's investment team experienced high turnover in 2019 and 2020, resulting in

a lower level of company tenure than peers. The adverse effects of this turnover are

mitigated by CK-GSFMI's ef�cient portfolio management. CK-GSFMI has a better ratio

of portfolio managers to mandates than peers. While there is no CIO, it has heads of

desk for core mandates and alternative investments. The department is overall well-

organised with clear separation of different functions, such as investment teams,

internal control and risk management, which are dedicated to the mandates'

management.

Fitch views the current (ongoing) project of implementing a front-to-back system, as

positive, but which also might cause operational risk during the implementation phase

by overhauling the information system. CK-GSMFI has a robust IT infrastructure,

allowing all its staff to work remotely during the pandemic.

'Excellent' Risk Management

CK-GSMFI is one of few companies in Morocco to have an independent risk-

management team with four levels of control (front-of�ce, middle-of�ce, risk

management and internal control). Key risks, such as market, credit and operational

risks, are closely monitored. The team pays attention to the most important metrics
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such as as VaR (value at risk) and budget risk, and stress tests are conducted on a

monthly basis.

All mandates are subject to contractual investment limits set by clients and internal

limits set by risk management, for example internal rating, issuer type, asset class,

international investment, etc. Internal credit rating includes a quantitative and

qualitative process as well as a sector credit analysis. Reporting is performed on a

weekly and monthly basis.

'Consistent' Investment Performance

Overall performance is largely driven by the largest mandate (75% of total AUM as of

end-September 2020), which is a LDI portfolio of a client of CDG. The portfolio is thus

managed with the primary investment objective of covering the client's funding needs.

Between end-2017 and end-September 2020, this mandate has consistently

outperformed its benchmark by almost 4%.

'Strong' Company and Client Servicing

CK-GSMFI was created in 2006 and invests in a wide range of asset classes, including

equity, �xed income, real estate and private equity. Clients are institutional with a highly

concentrated client base. Management fees are lower than peers' and AUM has been

growing but at slower pace over last �ve years to 2019.

INVESTMENT MANAGER

CK-GSMFI is a subsidiary of CDG, which was established in 1959 as the �rst

institutional investor in Morocco. CK-GSMFI managed around MAD167 billion as of

end-September 2020.

RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:

The rating is at the highest level and therefore cannot be upgraded.

Factors that could, individually or collectively, lead to negative rating action/downgrade:
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The rating may be downgraded on material adverse changes to any of the

aforementioned rating drivers, notably through weakened team organisation as a

consequence of a higher turnover, operational issues resulting from the implementation

of the new software, signi�cant redemption from the largest client or deterioration of

risk-adjusted performance.
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COPYRIGHT

Copyright © 2020 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33

Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax:

(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except

by permission. All rights reserved. In issuing and maintaining its ratings and in making

other reports (including forecast information), Fitch relies on factual information it

receives from issuers and underwriters and from other sources Fitch believes to be

credible. Fitch conducts a reasonable investigation of the factual information relied

upon by it in accordance with its ratings methodology, and obtains reasonable

veri�cation of that information from independent sources, to the extent such sources

are available for a given security or in a given jurisdiction. The manner of Fitch's factual

investigation and the scope of the third-party veri�cation it obtains will vary depending

on the nature of the rated security and its issuer, the requirements and practices in the

jurisdiction in which the rated security is offered and sold and/or the issuer is located,

the availability and nature of relevant public information, access to the management of

the issuer and its advisers, the availability of pre-existing third-party veri�cations such

as audit reports, agreed-upon procedures letters, appraisals, actuarial reports,

engineering reports, legal opinions and other reports provided by third parties, the

availability of independent and competent third- party veri�cation sources with respect

to the particular security or in the particular jurisdiction of the issuer, and a variety of

other factors. Users of Fitch's ratings and reports should understand that neither an

enhanced factual investigation nor any third-party veri�cation can ensure that all of the

information Fitch relies on in connection with a rating or a report will be accurate and

complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the

information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to �nancial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of �nancial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be veri�ed as facts. As a result, despite

any veri�cation of current facts, ratings and forecasts can be affected by future events

or conditions that were not anticipated at the time a rating or forecast was issued or

af�rmed.  

The information in this report is provided "as is" without any representation or warranty

of any kind, and Fitch does not represent or warrant that the report or any of its

contents will meet any of the requirements of a recipient of the report. A Fitch rating is

an opinion as to the creditworthiness of a security. This opinion and reports made by

Fitch are based on established criteria and methodologies that Fitch is continuously

evaluating and updating. Therefore, ratings and reports are the collective work product

of Fitch and no individual, or group of individuals, is solely responsible for a rating or a

report. The rating does not address the risk of loss due to risks other than credit risk,
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unless such risk is speci�cally mentioned. Fitch is not engaged in the offer or sale of any

security. All Fitch reports have shared authorship. Individuals identi�ed in a Fitch report

were involved in, but are not solely responsible for, the opinions stated therein. The

individuals are named for contact purposes only. A report providing a Fitch rating is

neither a prospectus nor a substitute for the information assembled, veri�ed and

presented to investors by the issuer and its agents in connection with the sale of the

securities. Ratings may be changed or withdrawn at any time for any reason in the sole

discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not

a recommendation to buy, sell, or hold any security. Ratings do not comment on the

adequacy of market price, the suitability of any security for a particular investor, or the

tax-exempt nature or taxability of payments made in respect to any security. Fitch

receives fees from issuers, insurers, guarantors, other obligors, and underwriters for

rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the

applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number

of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or

guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to

US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or

dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name

as an expert in connection with any registration statement �led under the United States

securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom,

or the securities laws of any particular jurisdiction. Due to the relative ef�ciency of

electronic publishing and distribution, Fitch research may be available to electronic

subscribers up to three days earlier than to print subscribers.  

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds

an Australian �nancial services license (AFS license no. 337123) which authorizes it to

provide credit ratings to wholesale clients only. Credit ratings information published by

Fitch is not intended to be used by persons who are retail clients within the meaning of

the Corporations Act 2001 

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a

Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of

the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such

are authorized to issue credit ratings on behalf of the NRSRO (see

https://www.�tchratings.com/site/regulatory), other credit rating subsidiaries are not

listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel

may participate in determining credit ratings issued by or on behalf of the NRSRO.
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The ratings above were solicited and assigned or maintained at the request of the rated

entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch's approach to ratings endorsement so that ratings produced outside the EU may

be used by regulated entities within the EU for regulatory purposes, pursuant to the

terms of the EU Regulation with respect to credit rating agencies, can be found on the

EU Regulatory Disclosures page. The endorsement status of all International ratings is

provided within the entity summary page for each rated entity and in the transaction

detail pages for all structured �nance transactions on the Fitch website. These

disclosures are updated on a daily basis.
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