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= Today, the National Commission for Minimum Wages (CONASAMI, in Spanish) Research

announced a 20% increase in the minimum wage (MW) for 2024, from $207.44 to alejandro.padilla@banorte.com

$248.93 per day
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= The government maintains its policy of pushing for a gradual recovery in wages, with

President Lopez Obrador mentioning that with this, the promise of doubling the
minimum income has been achieved. The measure had unanimous support from
government entities, worker’s unions, and the private sector

Francisco José Flores Serrano
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. francisco.flores. banorte.
= In the case of the Northern Border, the increase was at the same rate (20%), from rancisco.flores.serrano@banorte.com

$312.41 to $374.89 per day

= We believe the announcement supports and environment in which wage pressures Yazmin Selene Pérez Enriquez
have been larger. In our opinion, recent evidence suggests a larger ‘lighthouse effect’ senior Economist, Mexico
. . . . yazmin.perez.enriquez@banorte.com
from said increases, especially considering few labor market slack

= Nevertheless, given that the adjustment is broadly in line with our expectations, we

hold our view that inflation will close 2024 at 4.6% y/y Cintia Gisela Nava Roa
Senior Economist, Mexico
Minimum wage set to increase 20% in 2024. Today, the National Commission for Minimum cintia.nava.roa@banorte.com

Wages (CONASAMI, in Spanish) announced a 20% increase in the minimum wage (MW)
starting on January 1%, 2024. Once again, this is composed of two factors: (1) An increase in
pesos related to the Independent Recovery Amount (MIR, in Spanish), designed to protect
Mexican households’ purchasing power; and (2) a percentage increase above this updated
amount, linked to inflation. In this respect, the National Minimum Wage will stand at
$248.93 from $207.44 per day, comprised of an increase of $27.40 in the MIR plus 6.0%.
Hence, the total hike stands at 20% (see table below for details). We should mention that
average inflation so far this year (until 1H-November) stands at 3.9%, which would imply a
recovery even if we see additional pressures during the rest of the year. Remembering that
the Minimum Wage for the Northern Border was introduced since 2019, the latter will pick
up by the same magnitude (20%), with the MIR up by $41.26 and the same inflation
adjustment of 6.0%.

Composition of the minimum wage increases
MXN, % nominal increase

Previous MW MIR Inflation adjustment New MW Total increase
(MXN) (MXN) (%) (MXN) (%)
2017 73.04 4.00 3.90 80.04 9.58 www.banorte.cqm/analisiseconomico
2018 80.04 5.00 3.90 88.36 10.39 @analisis_fundam
2019 88.36 9.43 5.00 102.68 16.21
2020 102.68 14.67 5.00 123.22 20.00
2021 123.22 10.46 6.00 141.70 15.00 Winners of the 2023 award for
2022 141.70 16.90 9.00 172.87 22.00 best Mexico economic forecasters,
granted by Focus Economics
2023 172.87 15.72 10.00 207.44 20.00
2024 207.44 27.40 6.00 248.93 20.00

*From 2019 onwards, the amount and percentage increase refer only to the minimum wage that excludes
the Northern Border, as both are differentiated.
Source: Banorte with data from CONASAMI

Several of the targets outlined through the administration are met. Throughout this

presidential administration, several goals have been set surrounding the MW. The first

target —mentioned again today by President Lopez Obrador— was of a 100% hike relative to Document for distribution among the general public
2018’s levels (at $88.36 per day), figure which had already been reached since this year. In

fact, with today’s announcement, progress stands at 181.7%.



In 2021, another goal of $226 per day was introduced, which would be surpassed with today’s
increase. Nevertheless, the President of CONASAMI, Luis Munguia, commented last year that
they were seeking a level of $260 per day by the end of this administration given accumulated
inflationary pressures. However, last month, Munguia expressed that the goal was a 100%
recovery in real terms vs. 2018’s figure. Considering accumulated inflation since 2H-November
2018 to the 1° fortnight of the same month this year, the reference would stand at $247.30.
As such, with today’s adjustment they will likely fulfill the goal of maintaining purchasing power
through 2024.

Additional progress needed to cover the ‘Poverty Line in Urban Areas per Family Unit’. In its
2021-2024 Institutional Program, the CONASAMI proposed reaching 100% of the ‘Poverty Line
in Urban Areas per Family Unit’ (PLUAF). The latter is a monetary reference of the minimum
income necessary for a family to buy the food and non-food baskets each month in urban
areas. It is calculated from CONEVAL’s estimate of the ‘Urban Income Poverty Line’ (individual)
—which contemplates a basic basket of food and non-food goods and services— multiplied by
1.7 times to convert it to a family unit. Until October 2023, the equivalent monthly income
based on this line would be around $7,458.27 (see graph below, left). Meanwhile, the monthly
income with the minimum wage that will take effect next year would be around $7,467.90.
Therefore, the gap would cease to exist. Nevertheless, an increase of just 0.13% in prices would
be needed for a shortfall to materialize again.

The agreement was unanimous once again, benefiting close to 40.3% of workers affiliated to
IMSS. According to comments from President Lopez Obrador, the agreement was unanimous,
supported by government entities, worker’s unions, and the private sector. On the other hand,
and as in previous years, this hike would benefit a greater share of the population. According
to the National Employment Survey (“Encuesta Nacional de Ocupaciéon y Empleo”, ENOE, in
Spanish) 33.3% of the labor force earned up to one MW as of 3Q23 (vs. 31.9% as of 3Q22),
totaling around 19.7 million people (see chart below, right). According to Munguia, about
40.3% of total workers affiliated to IMSS would be benefited by this increase, representing
close to 8.9 million employees.
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Northern Border Source: Banorte with data from INEGI
Source: Banorte with data from CONASAMI, Labor Ministry and IMSS

We believe that the ‘lighthouse effect’ could be more relevant than in previous years, with
labor market tightness helping to boost remaining wages. Data available so far suggests a
higher impact of the increase in the minimum wage on the rest of the wage distribution
through the so-called ‘lighthouse effect’. Analyzing the impact with the average wage of IMSS-
affiliated workers, so far in 2023 (until October) the latter has increased just over half (~55%)
of what the MW has done, accelerating at the margin relative to what was seen in previous
years.

2 4 BANORTE



Doing the same calculation with hourly wages within the ENOE (also until October), the
increase is around 57% vs the MW. However, we believe that the effect next year could be
higher considering: (1) More signs of labor market tightness —with the unemployment rate
below 3% and a positive output gap; (2) a higher proportion of the employed population that

would benefit from this increase —as we described in the previous paragraph; and (3) an
environment of higher inflationary pressures that has prevailed since the pandemic.
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*The daily wage from INEGI is obtained by multiplying the hourly wage times eight
Source: Banorte with data from CONASAMI, Labor Ministry and IMSS

We maintain our inflation estimate at 4.6% for YE24. We believe that the most substantial
effect of the increase in wages has been reflected in services within the CPI due to the cost
structure of this sector. This is one of the few components where we have not seen a
consolidation lower, remaining above 5% since mid-2022. Considering our call of a stronger
‘lighthouse effect’ next year, we think that the effect on inflation could be higher. However,
the increase was very much in line with our expectations. Therefore, we maintain our year-end
inflation estimate at 4.6%, above consensus within the latest central bank survey at 4.0%. We
do this given that, in our last update for said year, we had already elaborated on this risk.
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https://banorte-v2.cd.invdcloud-is.us/%7E/media/Files/B/Banorte-V2/Analisis%20Ingles/Economy%20-%20Mexico/20231130_Employment_Oct_23.pdf
https://banorte-v2.cd.invdcloud-is.us/%7E/media/Files/B/Banorte-V2/Analisis%20Ingles/Economy%20-%20Mexico/20231130_Employment_Oct_23.pdf
https://banorte-v2.cd.invdcloud-is.us/%7E/media/Files/B/Banorte-V2/Analisis%20Ingles/Economy%20-%20Mexico/20231129_QR_Banxico_3Q23.pdf
https://banorte-v2.cd.invdcloud-is.us/%7E/media/Files/B/Banorte-V2/Analisis%20Ingles/Economy%20-%20Mexico/20231009_Inflation_Sep.pdf
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