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Banxico minutes – Cuts will continue despite external 
uncertainty 
 Banxico released the minutes of the decision held on March 27th. The vote was

unanimous for a 50bps cut to 9.00%, in line with our expectations

 In our view, the document endorsed the more dovish tone of the statement, suggesting 
that a same-magnitude cut will be made at the next meeting

 Among the strongest arguments to support this scenario are: (1) The need to continue
the calibration process of the monetary stance, given the level of the ex-ante real rate;
and (2) greater weakness in economic activity in the context of high global uncertainty

 Members recognized the new trade order, stating that the magnitude of the impact
still must be determined. We believe the majority considers this could induce lower
inflation due to its effect on aggregate demand and the degree of economic slack

 We also highlight that our natural processing language model identified that Governor
Victoria Rodríguez showed a relevant change in her narrative, adopting a less dovish
tone and different semantics

 Finally, we reiterate our call of a 50bps cut in the next meeting on May 15th, with the
reference rate at 7.75% by year-end 2025

Banxico will keep lowering the reference rate, with the ‘forward guidance’ suggesting 
another 50bps cut at the upcoming meeting. In our view, the document’s tone emphasized 
the dovish bias of the last statement. This is also reflected in the forward guidance, which 
suggests a high probability of a consecutive 50bps cut in May. We think all members’ 
remarks swirled around three main ideas: (1) The need to continue calibrating the reference 
rate given the current level of the ex-ante real rate; (2) the deterioration of economic activity 
in the context of high global uncertainty; and (3) the potential implications of tariffs by the 
US. In detail, most members acknowledged the progress in the disinflationary process, 
placing them at a stage in which they seek to bring inflation closer to historical averages. 
Some reiterated that the current restrictive level of the ex-ante real rate compared to the 
level of inflation allows for additional adjustments. As in the previous decision, economic 
slack was emphasized, indicating that it is a clear incentive to make additional cuts. Finally, 
members delved into some risks arising from the new trade order. These include the 
exchange rate, input prices, and the performance of domestic demand. However, and at 
least for now, the absence of clarity on this matter prevents them from determining a net 
effect or making specific decisions in this regard. All in all, we reaffirm our estimate of a 
50bps cut on May 15 to 8.50%. Finally, we believe there will be additional cuts that will bring 
the rate to 7.75% by year-end.  

Lower inflationary pressures and economic weakness are key for the rate cut cycle. On the 
former, we believe Governor Victoria Rodríguez stated that the balance of risks has 
improved, so we must not “…lose sight of the remarkable progress in the disinflationary 
process…”. Another relevant point she emphasized is that the real ex-ante rate is visibly 
above neutrality and high, so she assured that “…there is sufficient room to continue with 
the calibration process…". In this regard, Galia Borja expressed that “…upward risks to 
inflation are contained…". Moreover, the majority acknowledged relative stability in core 
inflation. Regarding growth, all members referred to its weakness. Even Gabriel Cuadra 
considers it likely that “…the annual variation of GDP in 2025 could be in the lower part of 
the range published in the last Quarterly Report …”, and Omar Mejía recognized “…a further 
weakening of consumption due to the cooling of the labor market…".  
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Banxico’s decisions in 2025 
Date Decision 
February 6th -50bps 
March 27th  -50bps 
May 15th  -- 
June 26th  -- 
August 7th -- 
September 25th -- 
November 6th  -- 
December 18th  -- 
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On the other hand, Jonathan Heath supported the rate cut, assessing that “…the anticipated 
magnitude of the economic weakness is such that it should really contribute to contain 
inflationary pressures…". Nevertheless, we believe he maintains greater caution, as for him 
“…the economic slowdown in itself will not guarantee that the target will be met in the forecast 
horizon…”. Furthermore, he added that, moving forward, “…if current inflation persists […] it 
will not be possible to continue reducing the monetary policy stance as anticipated by 
markets…”. This refers to the notion that the interest rate spread between Mexico and the US 
cannot fall below the historical average in a context of uncertainty. 

All members discussed the potential consequences of the new protectionist agenda of the 
US. We believe that these comments gained more relevance among Board members. In this 
respect, each member’s argument devoted some space on the new scenario for international 
trade. The issues were tackled with the reservation that there is very high uncertainty and low 
visibility about the result of US policy on tariffs. We identified three broad conclusions: (1) That 
high uncertainty has already had a negative effect on the economy; (2) that if tariffs are 
persistent, they will translate into lower external demand and an additional depreciation of 
the Mexican peso; and (3) that the effect could be stronger and will depend on the durability 
and level of the tariffs. In our view, a highlight was that the majority sees risks to the downside 
for inflation due to lower economic activity. Meanwhile, the pass-through effect would be 
relatively contained. Lastly, on tariffs, it is important to stress that Board members stated that 
their decisions will be prudent and based only on the measures effectively implemented.  

 

Banorte’s assessment on Board member’s comments in the March 27th minutes 

Bias Member Order in the 
minutes Relevant comments 

Hawkish 
Jonathan 

Heath 4 

"...considered that the space for monetary policy easing could be smaller in the future…" 

 
"...the forward guidance should emphasize that new information will be considered without haste and with 
caution…" 
"...the high uncertainty coming from abroad calls for acting with prudence…" 

Gabriel 
Cuadra 3 

"...it is possible that a cut of the same magnitude could be implemented at the next meeting…" 
"...an eventual adjustment in relative prices should take place without contaminating the price formation process, 
and that, to achieve that, the monetary policy stance would have to remain restrictive…" 
"...the imposition of tariffs, as a negative demand-side shock, would result in a smaller pass-through [exchange 
rate] compared to other types of shocks…" 

Galia Borja 2 

"...temporary inflationary pressures could be observed, although the greater slack would cause lower pressures 
going forward…" 
"...upward risks to inflation are contained and that inflation determinants are consistent with the convergence to 
the target in the forecast horizon…" 
"...the reference rate cut of 50 basis points is consistent with both the available information and the effects 
potentially associated with changes in trade policies…" 

Victoria 
Rodríguez 1 

"...looking ahead, adjustments of a similar magnitude to the current decision could be made, while maintaining a 
restrictive monetary policy stance…" 
"...the bias of the balance of risks for the expected trajectory of inflation has improved…" 
"...highlighted the need for a comprehensive analysis of the tariff measures implemented or those that may 
materialize, including possible exceptions or preferential treatment differentiated by region…" 

Omar Mejía 5 

"...greater-than-expected easing of slack conditions (…) the pass-through of an additional depreciation to prices 
and other cost increases could be limited..." 
"...looking ahead adjustments of the same magnitude in the reference rate could continue…" 

Dovish 
"...the US tariff policy (...) the scope and timing of the proposed changes are unknown and, in the event of more 
adverse scenarios materializing, although these would have effects on both sides of the balance, the downward 
bias for inflation would prevail..." 
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