
Economic and Financial Markets Research 

Economic Research, Mexico 

Banxico – Hawkish tone suggests that the start of the 

easing cycle will be delayed further 
▪ In a unanimous decision, Banxico’s Board kept the reference rate unchanged at 11.25%,

in line with our call, and consensus expectations

▪ In our view, the tone was markedly more hawkish. Among the factors behind this, we
note the upward revision to inflation forecasts, and the delay by two quarters of the
estimated convergence to the target, from 4Q24 to 2Q25

▪ We also highlight that the guidance was reiterated, stating that “…it will be necessary
to maintain the reference rate at its current level for an extended period…”. We also
perceived signs of greater risks for prices, and growing optimism on activity

▪ After the decision, we adjust our view on the reference rate. We now expect the first
25bps cut in May 2024 (previous: -25bps in February). In addition, the year-end level
would be 9.25% (previous: 8.25%)

Banxico doubles up on its cautious stance. In line with expectations, the rate remained 
unchanged at 11.25% in a unanimous decision. Nevertheless, the tone of the statement was 
markedly more hawkish. Several changes explain this: (1) Headline and core inflation were 
revised up throughout the entire forecast horizon (excluding 3Q23), on average by +20bps; 
(2) the timing of the estimated convergence to the target was delayed by two quarters, from
4Q24 to 2Q25; (3) the balance of risks for inflation remains tilted to the upside, adding as an
upward risk factor that “…the economy’s resilience contributes to a more gradual decline in
inflation than foreseen…”, consistent with a positive output gap; (4) the acknowledgement
that advanced economies could maintain high rates for a prolonged period; and (5) the
removal of the comment that the balance of risks for growth is balanced, which among other
changes and its recent performance, we believe suggests that it has tilted to the upside. In
addition, they reiterated that “…it will be necessary to maintain the reference rate at its
current level for an extended period…”. Overall, the decision and associated details were very
in line with our expectations. Outside of these factors, we believe it is key to take into
account: (1) The global discussion on the possibility that ‘neutral’ interest rates are higher,
which has triggered strong adjustments in financial markets and USD strength; (2) a more
hawkish Fed; (3) the fiscal boost within the 2024 Budget Proposal, supporting a still positive
output gap; (4) expectations of a double-digit minimum wage increase next year; and (5)
further increases in commodity prices, especially energy and food, which could pressure
companies’ costs and be passed-through to final consumers.

We modify our view on the reference rate. Considering these factors, we now believe that 
the first 25bps will take place until May 2024 (previous: -25bps in February). In addition, we 
raise the forecast of the level by late December, now at 9.25% from 8.25%. With this, 
accumulated cuts in 2024 would total 200bps. Among the downside risks, we highlight: (1) 
A deep global and local slowdown given high real interest rates; and (2) financial stability 
issues abroad that could require easing earlier. On the contrary, (3) not only a ‘soft landing’ 
but an acceleration of growth that drives commodities prices even higher; (4) new supply 
disruptions due to geopolitical issues; and (5) strong climate shocks that impact food prices 
and are passed on faster to the core component.  
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Banxico’s decisions in 2023 
Date Decision 

February 9th +50bps 

March 30th +25bps 

May 18th  0bps 

June 22nd  0bps 

August 10th  0bps 

September 28th  0bps 

November 9th  -- 

December 14th  -- 
Source: Banxico 
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