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MNI Banxico Preview: August 2022 
  

Details: Rate Decision and Monetary Policy Statement: 1900BST / 1400ET, Thursday, August 11, 2022. 

 

MNI Point of View: Keeping Pace With The Fed 

Banxico are expected to raise rates by 75bps from 7.75 to 8.50% at the August meeting. Ongoing pressures 

on headline and core inflation, rising inflation expectations and the Fed’s hawkish stance all warrant a 

continuation of the aggressive pace of tightening seen in recent meetings. The decision is expected by all 

surveyed analysts and would be in line with the central bank’s most recent guidance. Despite this, focus 

will turn to any signals within the statement regarding the depth of the current cycle and whether a hike of 

the same magnitude can be expected in September. 

 

Guidance To Provide Optionality Over Future Tightening 

 

The August decision looks set to be a very simple one for the Banxico board. Given the ongoing pressures to the 

domestic inflation outlook and the Federal Reserve’s most recent 75bp hike in July, the board have little to gain by 

surprising markets at this juncture and should hike the overnight rate target by 75bps to 8.50%. 

 

However, given the uncertainty regarding the Fed’s hiking trajectory and just 125bps of further tightening priced into 

the US curve for 2022, the Banxico statement will be eagerly analysed for potential signals over future policy steps. 

With the majority of analysts expecting the terminal rate somewhere between 9.00-10.00%, it is likely the statement 

emphasises the central bank’s data-dependent approach, providing the board with a degree of optionality heading 

into the September meeting. 

 

Inflation Outlook Remains A Challenge For Central Bank Board 

 

The headline annual rate of inflation came in at 8.15%, above the prior reading of 7.99% and breaching 8% for the 

first time since 2001. The data remained marginally above estimates with core readings also surprising to the 

upside. Additionally, there has been a further deterioration in inflation expectations. Within the latest central bank 

survey the median expectation for 2022 year-end inflation rose from 7.45% to 7.83%. Additionally, the forecast for 

year-end 2023 rose +8bp, to 4.58%, adding further evidence of de-anchored medium-term expectations. 

 

Figure 1: Headline and Core CPI Continue Upward Trajectory 

 
Source: MNI/Bloomberg 
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Deputy Governor Heath Remains Most Vocal On Board 

 

Central bank rhetoric has been fairly light between meetings, potentially as a result of the holiday period. Banorte 

note that Deputy Governor Jonathan Heath participated in a conference held by the Faculty of Government and 

Public Studies from ITESM after the minutes were released. On this occasion, he stated that “…at least I intend to 

vote for a 75bps hike considering my view on the inflationary problem…”. He went on to indicate the merits of clear 

communications, considering that “…if we can convey to the public and to markets what our expected trajectory is, 

not only for inflation, but also the monetary policy trajectory consistent with reaching the inflation target, markets 

themselves will help us and monetary policy will be more efficient…”.  

Furthermore, while Heath’s concerns over inflation are well documented, the Deputy Governor did also 
acknowledge the fact that 2Q GDP growth surpassed expectations in Mexico, describing it as “very good news,” in 
a tweet. Additionally, Central Bank Governor Victoria Rodriguez Ceja, speaking on Imagen Radio, said a recession 
is not part of the bank’s “central scenario.” She also reiterated that inflation would start easing from Q3 2022. 

Aggressive Stance Has Bolstered MXN Resilience 

 

Despite the USD Index registering gains of around 11% for 2022, the Mexican peso has remained notably resilient 

throughout the year with USDMXN down roughly one percent. The overall lack of political noise compared to its 

regional peers has acted in favour of the Peso and the latest uncertainties related to potential disputes over the 

USMCA have been taken in stride.  

 

While the risks for US/global growth remain in the spotlight, there are obvious lingering headwinds for the Peso. 

However, MXN continues to negotiate bouts of dampened risk sentiment with relative ease. The central bank’s 

action up to this point has no doubt supported the price action and in turn, the lack of additional pressure to inflation 

via the FX channel should negate the need for even bolder action at this juncture. 

 

From a short-term perspective, USDMXN has been edging lower and appears vulnerable. A key short-term 

resistance has been defined at 20.8335, the Aug 3 high. The reversal lower from this level signals scope for a 

deeper pullback and attention is on support at 20.2080, the Jul 29 low. This support has been tested in recent trade 

and a clear break would strengthen bearish conditions and open the 20.00 handle. On the upside, clearance of 

20.8335, would instead expose 21.0535, the Jul 14 high. 

 
Figure 2: Buoyant Peso Rules Out Need For Bolder Action 

 
Source: MNI/Bloomberg 
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Analyst Views (Alphabetical Order):  

 
At the time of publication, all 22 surveyed analysts expect a 75bp hike to 8.50%. 
 
 
Banorte: Maintain Forecast Of 10.00% Terminal Reference Rate By Year-End 
 

• Banorte expect Banxico to hike +75pbs again, taking the rate to 8.50%. They believe conditions are set for 
this move, noting: (1) An adjustment of the same magnitude by the Fed in its July 27th meeting; (2) no 
meaningful evidence yet of a slowdown in current inflation, as well as renewed pressures at the core; and 
(3) an additional uptick in inflation expectations, especially in those for the mid-term, as informed by the 
central bank’s survey. 

• Moreover, it is their opinion that Banxico’s cautiousness has played a key role in the relative stability of the 
exchange rate and the predictability of the monetary stance. This is important for the effectiveness of the 
policy transmission mechanism. In this backdrop, Banorte expect another unanimous decision and a 
hawkish tone.  

• There is a modest chance that Deputy Governor Esquivel votes for less (e.g. +50bps) as we believe that he 
argued in the minutes that it could be preferable to reduce the pace and not follow the Fed as soon as in 
3Q22. 

• Considering the inflation backdrop, the relative monetary policy stance with the Fed, and the big challenges 
faced by central banks around the world, Banorte reiterate their view that Banxico will hike more than 
consensus anticipates.  

• As such, they maintain their forecast of a 10.00% reference rate by year-end. They also reaffirm their call 
that this will be the terminal level in this tightening cycle, with easing not materializing until the 2H’23. 
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Barclays: Keeping On Track With The Fed 

 

• Barclays expect Banxico to hike 75bp, along the same lines as the FOMC hike on July 17, as board 

members have expressed their willingness to keep the fed funds-MX reference rate differential unchanged.  

 
Goldman Sachs: Expect Forward Guidance To Set High Bar For September 75BP Hike 
 

• Given the recent domestic and external macro-financial developments, the policy signals in the July 7 
minutes and recent statements by several MPC members, Goldman Sachs expect the MPC to deliver 
another +75bp, driving the policy rate to 8.50%. 

• In their assessment, another 75bp rate hike is justified by the challenging current and prospective inflation 
outlook, further deterioration of short-, medium- and long-term inflation expectations, firm real GDP growth 
backdrop, improving labor market, and the FOMC 75bp hike on July 27. The July INPC inflation release on 
Tuesday morning (Aug 9) should not have a major impact on the MPC decision. 

• GS expect the forward guidance to remain data-dependent though conservative and the MPC to continue to 
express clear discomfort with the short-term inflation dynamics and to expect headline and core inflation to 
converge to the 3% target only by the end of the relevant horizon for monetary policy (1H2024).  

• As well as the decision itself GS will be looking for implicit and/or explicit references to the depth of the 
current hiking cycle, and how the FOMC policy stance and signaling conditions/influences Banxico’ s short-
term calibration of monetary policy.  

• Finally, Goldman expect the forward guidance to set a high bar for another 75bp hike at the Sept 29 
meeting (i.e., to open the door for more moderate rate hikes until the end of the year). 

 
 
JPMorgan: Expect Divided 4-1 Decision With One Vote For +50BPs 
 

• Signs of stabilization in inflation are welcoming news and probably are behind the modest decline in long-
term inflation expectations in this week’s Banxico survey — although these expectations have increased 
11bps this year. This will be an important topic of discussion, but we believe overall, Banxico’s board will 
maintain a hawkish approach in its rate decision in order to send a message of vigilance and commitment to 
its 3% inflation target and the need to anchor mid- and long-term expectations.  

• JPMorgan expect a 75bps hike that will bring the policy rate to 8.5%, the highest level since the overnight 
rate was introduced as the operational target (Jan 2008). 

• JPM expect a divided 4-1 decision, with one member voting for a 50bps hike on the grounds of softer 
growth (of note, next week’s June IP is expected to disappoint again at -0.6%m/m, adding downside risks to 
JPM’s already low 0.5%saar growth for 3Q) and the fact that ex-ante real rates will be, after this month’s 
hike, in restrictive territory.  

• Banxico sees the neutral policy real rate at 2.6% (in a range that goes from 1.8% to 3.4%) and according to 
JPM estimates, the ex-ante real rate would be at 3.5%. 
After this decision, JPMorgan expect Banxico to tone down its hawkish bias, delivering 50bps in September 
and November, and 25bp in December. In their view, the risk is for 25bps also in November, but for the time 
being, they stick with their current view of a terminal rate at 9.75%. 

• The July and August inflation prints, in addition to the Fed actions in the context of recession risks will 
determine whether markets should expect a more hawkish Banxico for longer, or if a neutral approach is to 
be expected. 

 
 
Morgan Stanley: Bar To Hike Above 75BP Remains Extremely Elevated 
 

• Morgan Stanley economists expected a 0.75% m/m increase in Mexico’s July Inflation release. Economists 
remarked that an upside surprise could have impacted the vote split of Banxico’s board, with some 
members potentially voting for a 100bp increase. 

• However, the bar for Banxico to deliver a hike above 75bp on Thursday remains extremely elevated 
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Scotiabank: Deputy Governor Heath Has Laid Out The Script 
 

• Most expect another 75bps increase in the overnight rate with further upside ahead.  

• Banxico Deputy Governor Heath laid out the script ahead of the Fed’s hawkish pivot when he said in March 
“When the Fed increases we’ve always increased at the same pace or more, but never less, so I don’t really 
see the case for it to be different now.” 

 

 
TD Securities: Expecting Less 2022 Tightening Than Current Market Pricing 
 

• TD expect Banxico to hike for both domestic inflation reasons and as a response to the July Fed hike. TD 
and the consensus expect the overnight rate higher by 75bps to 8.50%.  

• The end of the cycle is near, however, with a terminal rate possibly around 9-9.50%. The market is 
cumulatively priced for +235bps by Dec (60bps higher than TD) which they say suggests receiving front-end 
rates. 

 

 

 


