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MNI Banxico Review: May 2022 
  

Highlights: 

• Banxico raise rates by 50bps to 7.00%, alongside expectations 

• The board were split 4-1 in the vote, with Espinosa opting for 75bps hike 

• Despite upward revision to inflation expectations, convergence to target still pegged at Q1 2024 
 
Banxico statement here: https://www.banxico.org.mx/publications-and-press/announcements-of-monetary-
policy-decisions/%7BD2DD420D-FEEB-C682-3621-46B2AC0CA13E%7D.pdf 
 

Executive Summary 
Banxico raised rates by a further 50bps to a new cycle high of 7.00% at the May meeting, alongside 

consensus. The bank also upped their inflation forecasts across the forecast horizon, but retained their 

view that convergence to the inflation target will occur in Q1 2024. The outside risk of a member voting for 

faster tightening materialized, with Espinosa opting for a 75bps hike at this meeting. 

The accompanying policy statement was broadly inline with the release from March, with one notable exception. 

The bank added that they would consider “more forceful measures” to meet their inflation goals going forward – a 

hawkish addition to their language that raises the upside risk to the market’s terminal rate assumptions. 

The bank also took note of AMLO’s prices plan (AMLO has already unveiled a scheme with major retailers to freeze 

the prices of certain staple goods including corn, rice and beans) and while this won’t have been an immediate 

factor in their modelling, the bank still raised inflation forecasts across the prediction horizon. 

Figure 1: Banxico May inflation forecasts 

 

Source: Banxico 

The language tweak, rise in inflation forecasts and hawkish dissention at May’s meeting argue for a continued 

aggressive approach on policy into end-2022, which should keep MXN supported and opens the possibility of rate 

hikes larger than 50bps in the near future. A notable trigger for this would be more sizeable action from the Federal 

Reserve, a move that would almost guarantee a response from Rodríguez and the rest of the MPC. A failure of 

AMLO’s price plan to rein in core goods prices could also tip other members of the board to join Espinosa, with 
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Heath, Borjato and the governor herself the most likely candidates. As a result, much attention will be paid to the 

release of the Banxico minutes on May 26th as well as the Quarterly Inflation Report on the 1st June. 

 

Analyst Views (Alphabetical Order)  

Banorte: Boosts terminal rate view to 9.50% 

• In our view, the tone of the statement was more hawkish than in the previous decision. Specifically, we 

highlight that: (1) The vote was not unanimous, (2) They added that “taking more forceful measures to attain 

the inflation target may be considered...”, (3) Inflation forecasts were revised upwards once again 

• We now see a faster hiking cycle, with the reference rate reaching 9.00% at the end of this year (previous: 

8.25%). In addition, we estimate the cycle’s terminal rate at 9.50% (previous: 9.25%) 

• On the other hand, risks of at least one 75bps hike in the short-term have picked up, especially in the event 

of faster tightening by the Fed and/or greater-than-anticipated pressures on core inflation. 

• An open question in the market is if the central bank can decouple from the Fed or not, as the tightening 

cycle started earlier than in the US. Based on our Fed and inflation views, it is our take that it will not be 

necessary nor desirable.  

• In our view, there is high uncertainty about the terminal rate due to low visibility in several fronts (e.g.the 

effect of Chinese lockdowns, the length of the war in Ukraine and a possible extension in sanctions, food 

price dynamics, recession risks, and the degree of tightening in other economies).  

• Given his skew in previous decisions, we believe the most likely candidate to join Espinosa in voting for 

75bps hike is Jonathan Heath, while Gerardo Esquivel would likely not support that call. Therefore, we think 

it will be very important to identify and analyze comments from Governor Victoria Rodríguez and from Galia 

Borjato. 

 

CIBC: Expects terminal rate of 8.75% 

• The announcement left the door open for a larger rate increase in the upcoming meeting. With a more 

hawkish statement than previously anticipated (driven by new external supply shocks), we expect Banxico 

to implement a 75 bps rate hike in its June meeting, followed by two additional 50 bps rate increases in 

each of August and September. 

• However note that while we recognize the need to tackle current inflation dynamics, our main arguments in 

favour of a shorter tightening cycle and a terminal overnight rate of 8.75% remain in place. 

 

Goldman Sachs: Expects rates to rise to 8.50% by year-end 

• The decision was in line with GS’s call and the broad market consensus, and in our assessment, the post-

meeting policy statement is hawkish. Not only was there a dissenting vote for a bolder 75bp but the MPC 

stated that at the next meeting it will evaluate adapting more forceful measures to attain its target.  

• For the MPC the top 3 upside risks to inflation are (1) persistence of core inflation “at high levels”; (2) 

external inflationary pressures driven by the covid pandemic; and (3) higher agricultural & energy price 

pressures due to the recent geopolitical conflict.  

• We expect the MPC to hike another 50bp at the June 23 meeting, to 7.50% and to drive the policy rate to 

8.50% by end-2022, given the recent high headline and core inflation prints, highly disseminated upward 

price pressures, and deteriorating inflation expectations. In our assessment, there is a growing risk of bolder 

75bp rate hike in June and overall a deeper hiking cycle in 2022. 
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JP Morgan: Expects 50bps hikes in June and August 

• While the decision was widely expected, some uncertainty remained in terms of the bias of the statement 

and whether some members, or at least one, would push for a more aggressive action given the behavior in 

inflation (and expectations). 

• In the end, and in our view, the statement was outright hawkish in terms of the main inflation concerns for 

the board (inflation expectations, core inflation persistence, and inertial forces at play) in the context of a 

challenging global policy outlook. All in, we now see Banxico staying in the 50bps camp for a little longer, 

with 50bps hikes in June and August, and finishing at 8.75% by the end of the year. 

• The Board gave a more complex outlook for inflation and to its expectations. Whether that means front-

loading the hikes or a longer path with a higher terminal rate, remains to be seen. We are still eyeing 

inflation at 7% in spite the heralded Price Plan announced by the government last week. In our view, the 

plan could bring inflation down by 40-50bps by year-end, which would be closer to the central bank’s 

updated path. If the plan fails to appease price pressures, a second dissenter in June could appear. 

 

 

 

 

 

 


