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January inflation – Core surprises to the upside, 
highlighting that risks remain 
 Headline inflation (January): 0.89% m/m; Banorte: 0.93%; consensus: 0.88% (range:

0.83% to 1.00%); previous: 0.71%

 Core inflation (January): 0.40% m/m; Banorte: 0.38%; consensus: 0.36% (range: 0.31%
to 0.39%); previous: 0.44%

 The non-core (2.37%) was driven by the strong advance in fruits and vegetables (9.5%),
with energy also up, albeit more limited at 0.5% –highlighting pressures in most items
within. In the core (0.40%), seasonality is somewhat mixed, with ‘processed foods’
(0.6%) and some categories within ‘other services’ (0.3%) skewed up by the usual
adjustments at the start of the year –both from taxes and the minimum wage increase.
Housing was somewhat high (0.5%), with ‘other goods’ (0.2%) more limited

 With this, inflation in January accelerated to 4.88% from 4.66%, its highest level since
June. The core kept moderating, reaching 4.76% (previous: 5.09%), with the non-core
higher at 5.24% (previous: 3.39%)

 Attention to Banxico’s decision at 2:00pm ET, expecting a less hawkish tone with signals 
that cuts could start in March

Inflation at 0.89% m/m in January. The result was again pressured by the non-core (2.37%), 
particularly by the 9.5% increase in fruits and vegetables –adding a second month of relevant 
increases. The largest incidences came from tomatoes, onions, and squash to name a few. 
On the contrary, meat and egg were largely contained at -0.3% –helped by the latter. Within, 
we highlight some advances in energy (0.5%), with most components higher. Thus, we note 
the 2.4% increase in LP gas along with +0.2% in low-grade gasoline –both pressured by higher 
international reference prices. To close with the category, government tariffs were relatively 
limited vs. previous years, although with the negative seasonality driving them up by 0.7%. 
Moving to the core (0.40%), as we mentioned in the 1st fortnight, there is a relatively adverse 
seasonality in ‘processed foods’ (0.6%) due to the adjustments to excise taxes of some goods 
–reflected mainly in soft drinks and cigarettes–, while we believe that ‘other services’ (0.3%)
were likely impacted, among other factors, by the 20% increase in the minimum wage,
translating into higher costs for businesses. However, within the latter, the result of tourism
items helped moderate the increase –noting the 26.8% decline in air fares. Finally, housing
was also somewhat elevated at 0.5%, with ‘other goods’ more restrained at 0.2% –in our
opinion helped by MXN strength in recent months.

January inflation: Goods and services with the largest contributions 
% m/m; monthly incidence in basis points  
Goods and services with the largest positive contribution Incidence % m/m 
Tomatoes 40.4 52.1 
Onions 8.1 21.2 
Dinning away from home 5.9 1.2 
Cigarettes 3.7 3.9 
LP gas 3.6 2.4 
Goods and services with the largest negative contribution 
Air fares -8.3 -26.8 
Eggs -3.3 -3.4 
Poblano chillies -3.0 -29.7 
Tourism services  -2.3 -6.8 
Papaya -2.2 -16.0 
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Annual inflation continues to accelerate. With this result, inflation rose to 4.88% from 4.66% 
in the previous month, its highest level since June. Although part of this was explained by a 
more challenging base effect, we highlight the strong increase of the non-core, reaching 5.24% 
(previous: 3.39%). As mentioned in recent reports, much of this is explained by adverse 
dynamics in fruits and vegetables –with an annual rise of 21.8%, its highest since the end of 
2021. According to our monitoring, some of the items with the highest increases may already 
be reaching their peak. However, we do not believe that eventual declines will occur at the 
same rate as gains did, considering elevated drought levels –with around 76% of the country 
experiencing ‘abnormally dry’ conditions or worse (see graph below, left)– along other 
challenges to production. The core marked a year of declines, standing at 4.76% (previous: 
5.09%). While this is very positive (and something the central bank will surely focus on), we 
note that the behavior within still suggests risks. Especially services, particularly non-tourism 
categories within ‘other services’, which keep catching our attention. It comprises 31 generic 
items, with 65% of the total showing annual changes above 5%, noting some key items such as 
‘dining away from home’ (7.6%), restaurants (7.0%), and auto insurance (19.4%), to name 
some (see graph, below right). This is noteworthy as we think risks prevail from rising costs                                  
–including agricultural inputs, wage adjustments stemming from the revision to the minimum 
wage at the start of the year, and GDP growth above potential. Considering this, we maintain 
our year-end estimate at 4.6%, above consensus at 4.1% –although noting that the latter has 
been adjusting upwards in recent fortnights. 

Drought in Mexico 
% of the country’s territory 

Inflation in ‘other services’ 
% y/y, bi-weekly frequency 

  
Source: Banorte with figures from CONAGUA Source: Banorte with figures from INEGI 

Banxico will start debating cuts today, setting the stage for a first reduction in March. 
Attention to the monetary policy meeting today at 2:00pm ET. We expect the central bank to 
leave the reference rate unchanged at 11.25%. We will focus on the statement’s tone, 
particularly on the forward guidance and if it changes to give additional clarity about the next 
move. We expect adjustments to signal the possibility of a rate cut in the short-term. We will 
also be looking to the balance of risks to inflation, which in our opinion remains challenging. 
This is the main reason that will likely prevent a cut from materializing this time. Other topics 
that could be discussed include the global monetary stance and the ex-ante real interest rate, 
factors that we believe will trigger the first easing in March, expecting -25bps in said decision.  
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