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Mexico Economics – View from the Top 
 We expect Banxico to hold its reference at 11.25% in its last meeting of the year. Focus

on the forward guidance, especially if there is additional clarity on the timing of the
first rate cut

 Few releases next week, noting October’s industrial production and November’s
ANTAD sales

Banxico will maintain the reference rate at 11.25%. In its last scheduled meeting of the 
year, we expect the monetary authority to leave the target rate unchanged at 11.25%. The 
decision will likely be unanimous, as in the last seven decisions. Nevertheless, attention will 
be on the tone of the statement, particularly on the forward guidance, on top of possible 
changes to inflation estimates and/or the balance of risks. At the margin, we have had 
relevant updates from the institution recently, providing us with additional clarity relative 
to other times in the year. 

The forward guidance will be key to determine the timing of the first cut. One of the main 
changes in the previous statement was the adjustment in the section regarding future 
actions, with the institution now mentioning that “…the reference rate must be maintained 
at its current level for some time…”, instead of an “...extended period…”. This was expanded 
further in the minutes, with several members suggesting that the moment to start discussing 
cuts could be in 1Q24, with one of them talking about a reduction as soon as February. This 
was reaffirmed in the Quarterly Report. In our opinion, the statement could remain 
unchanged to maintain some flexibility about the specific timing. In our view, the current 
language suggests that it could happen on February or March, considering that we are still 
missing the release of inflation in December and January. Therefore, keeping it would be 
consistent with data dependency and with our forecast that the first 25bps rate cut would 
happen in March. Nevertheless, if the Board wants to transmit a more dovish tone, we 
cannot fully rule out a change in the language to signal more forcefully the moment of the 
cut, which would increase the probability of materializing as soon as February.  

We expect relatively modest revisions in inflation estimates… With figures available so far, 
it is possible that they adjust their 4Q23 for the headline marginally to the downside, by 
about -10bps, with the core more stable. Considering the less hawkish tone, we believe 
adjustments for upcoming quarters could be more modest –like those seen in the previous 
decision, as shown in the chart below–, with the convergence to the target remaining in 
2Q25. 

Banxico’s inflation forecasts 
% y/y, quarterly average 

Source: Banorte with data from Banxico 
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…although we believe risks remain tilted to the upside. Despite of this, we maintain a higher 
projected path for inflation through 2024, recognizing a balance of risks still tilted to the 
upside. We remain somewhat concerned over climatic distortions from the drought and El 
Niño, which so far seem to have been mitigated by higher imports and lower fertilizer prices. 
Nevertheless, if the weather becomes more adverse and/or accumulated effects globally are 
more substantial, the effect on final prices could be stronger. We must also consider the risks 
stemming from higher economic activity, with an output gap clearly in positive territory, along 
with expectations of a relevant fiscal boost in 1H24 and the possibility of a more significant 
‘lighthouse effect’ from the minimum wage increase, among other issues.  

We expect accumulated rate cuts of 200bps in 2024, taking the rate to 9.25% gradually at 
the beginning… In our opinion, a more challenging outlook will impact Banxico’s first decisions 
in two ways: (1) Delaying the moment of the first cut to March (relative to February); and (2) 
a gradual pace to cuts, at least in the first couple of adjustments. The latter is consistent with 
the view of “fine-tuning” monetary policy from Deputy Governor Heath, as well as comments 
from other members, particularly Governor Rodríguez in several participations in the last few 
weeks. Considering this, we expect just two 25bps cuts each in 1H24, materializing in March 
and June.  

…but picking up the pace in the second half of the year. Turning to this period, the 
consolidation lower in core inflation, a more challenging backdrop for economic activity, and 
the start of the easing cycle by the Fed will allow Banxico to perform consecutive cuts, which 
we expect to be of -25bps in August and September. After this, and consistent with our call of 
sequential declines in 2H24 GDP, we expect the magnitude of these reductions in November 
and December to be -50bps each.  

Reference rate forecasts 
% 

 

Source: Banorte with figures from Bloomberg, PIP, and Banxico  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Economic Calendar 
Date Time (ET) Event or indicator Period Unit Banorte Consensus Previous 
Mon 11-Dec   ANTAD: Same-store sales November % y/y in real terms -- -- -1.3 
Mon 11-Dec 10:00am Auction of 1-, 3-, 6-, and 12-month Cetes, 10-year Mbono (May'33), 10-year Udibono (Nov'31) and 2-, and 5-year Bondes F 
Tue 12-Dec   Markets closed due to Banking Employees Holiday           
Tue 12-Dec 7:00am Industrial production October % y/y 4.1 -- 3.9 

   Industrial production*   % m/m 0.0 -- 0.2 
        Mining*   % m/m 1.0 -- -1.0 

       Utilities*   % m/m -0.3 -- -0.2 
        Construction*   % m/m 2.8 -- -4.1 

       Manufacturing*   % m/m -0.9 -- 1.7 
Wed 13-Dec 10:00am International reserves Dec-8 US$ bn -- -- XXX 
Thu 14-Dec 2:00pm Banxico's monetary policy decision Dec-14 % 11.25 11.25 11.25 
Fri 15-Dec 10:00am Banxico's survey of economic expectations December         
Fri. 15-Dec  Last day before Congress’ winter break      

 

*Seasonally adjusted figures. Source: Banorte with figures from INEGI, Banxico, and Bloomberg 
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