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MNI Banxico Preview: November 2022 
  

Rate Decision and Monetary Policy Statement: 1900GMT / 1400ET, Thursday, November 10, 2022. 

 

MNI Point of View: Core CPI Pressures To Confirm 75BP Hike 

All surveyed analysts expect Banxico to raise the overnight rate by 75bps to 10.00% at the November 

meeting. Continued upward pressure on core inflation and a willingness to match the Federal Reserve’s 

hawkish stance cement the need to maintain an aggressive pace of tightening at this juncture. However, 

given the most recent Banxico rhetoric, the statement will be closely scrutinised for any dovish signals that 

could pave the way for a deceleration in the hiking pace at coming meetings. Furthermore, a dissenting 

vote for a smaller hike at this meeting should not be ruled out. 

 

 

Inflation Outlook Remains A Challenge For Central Bank Board 

 

The latest bi-weekly print for the headline annual rate of inflation came in at 8.53%, slightly below both the prior 
reading of 8.64% and a surveyed median estimate of 8.62%. However, keeping pressure on the Banxico board, 
core CPI rose to 8.39% from 8.29%, extending the continuous uptrend for the metric. Processed foods remain as 
the main source of concern, although services also gathered momentum in the period. 
 
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 8.48% to 8.54% and more importantly, the forecast for 
year-end 2023 rose +28bp, to 5.09%, adding further evidence of a de-anchoring of medium-term expectations. It is 
worth noting that on top of these adjustments to inflation, 2022 GDP was also raised to 2.12% from 2.01%. 
 

Figure 1: Core Inflation Rate Continues to Accelerate 
 

 
 
Identical Guidance To Provide Optionality Over Future Tightening Pace 

 
Given the tweaks made to the latest FOMC statement regarding the future calibration of policy, the board are 
expected to maintain the guidance that the committee “will assess the magnitude of the upward adjustments in the 
reference rate for its next policy decisions based on the prevailing conditions.” 
 
Any adjustments to Banxico’s rhetoric will be particularly interesting in the context of the latest commentary from 
Deputy Governor, Gerardo Esquivel. In October, Esquivel explained that the committee can begin to talk about 
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decoupling its decision with respect to the Fed, given they started the hiking cycle earlier and have a slightly higher 
target rate. While he was well known as the biggest dove before the start of the hiking cycle and probably remains 
the least hawkish on the committee, a dissent for a smaller hike at this juncture would certainly be a marginally 
dovish development. 
 
Esquivel also pointed to the fact that the smaller increases to core inflation suggest that it has begun to ease. His 
mention of the committee needing to start thinking about when to end the cycle also places emphasis on not only 
the statement but any subsequent details of terminal rate discussions in the minutes, due November 24. It is 
certainly worth caveating all this information with the fact that Esquivel’s term is due to end on December 31. 
Presently there has been no clear candidate mentioned to fill the position and some analysts note this has the 
potential to leave the board with just four members, bolstering Governor Victoria Rodriguez’s vote. 
 
 
Resilient MXN Counteracts Pressure On Committee 
 
The Mexican peso remains one of the most resilient emerging market currencies and recent technical developments 
point to further potential weakness for USDMXN. While the hawkish stance of the committee remains a welcome 
tailwind for MXN, it also continues to benefit from an attractive carry profile and its limited exposure to activity 
wobbles in both Europe and Asia. 
 
The pair last week cleared support at 19.7533, the Sep 12 low. The break confirmed the end of a period of 
consolidation that started mid-August. It has also confirmed a resumption of the downtrend that started on July 14. 
The immediate focus is on 19.4136, the May 30 low and then 19.2802, 1.00 projection of the Jul 14 - Sep 12 - Sep 
28 price swing. Key short-term resistance has been defined at 20.1759, the Oct 19 high. Initial resistance is at 
19.8170, the 20-day EMA. 
 

Figure 2: USDMXN Breaks Support at 19.75, Extending Towards the 2022 Lows 
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Analyst Views (Alphabetical Order):  

 
At the time of publication, all 26 analysts surveyed by Bloomberg are forecasting a 75bp hike, bringing the overnight 
rate to 10.00%. Within the analyst views below, most are calling for a unanimous decision, however, some highlight 
there are risks of less-hawkish members signalling the potential to de-couple from the Fed as we enter the latter 
stages of the hiking cycle. This could come by either a dissenting vote for a smaller hike or potentially within the 
minutes on November 24. 
 

 
Banorte: Factors Driving 75BP Hike Identical To September Meeting 
 

• Banorte expect Banxico to increase the reference rate to 10.00%, which implies a fourth consecutive 75bps 
increase, validating their expectation since late September. Factors driving the decision would be practically 
the same as in the last meeting, noting: (1) The relative monetary stance with the Fed; and (2) additional 
inflationary pressures.  

• A change of this magnitude would validate the view of a predictable and prudent central bank, which 
Banorte believe has been key to foster stability in local assets in an environment of higher global financial 
volatility. They consider that the vote will be unanimous.  

• Banorte believe the decision will reinforce the hawkish tone from the institution, despite the possibility of 
opening the door to a moderation in the pace and adjustments to the forward guidance, similar to the Fed. 
This would be consistent with the signals from members over the need to debate which the adequate level 
of the terminal rate and the space left to reach it.  

• In their view, this could indicate that future moves might be smaller. With this in mind, Banorte reiterate their 
call of a +50pbs hike in December, taking the rate to 10.50% at the end of the year, with an additional 
cumulative tightening of +50bpbs in 1Q23, resulting in a 11.00% terminal rate for this cycle. 
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Barclays: Expect Unanimous 75BP Hike 
 

• Barclays expect Banxico to unanimously vote for a 75bp hike to 10.00%. There is not yet a clear downward 
trend in inflation, with the core still reaching new highs. Banxico will likely raise its inflation forecast again, 
with a weaker deceleration in 2023 amid higher core persistence.  

• This rate hike would leave the same spread with respect to US rates to favour an orderly adjustment in 
financial markets amid global uncertainty.  

• Finally, the tone and text of the press release should be similar to the previous meeting, with Banxico willing 
to assess the magnitude of future adjustments based on prevailing conditions, as Barclays expect it to keep 
mirroring US Fed actions.  

• While Barclays do not rule out the possibility that Deputy Governor Esquivel could vote for a smaller hike 
(50bp), they expect a unanimous decision to keep pace with the Fed, with some dovish comments from 
Esquivel in the minutes. 

• Even though Barclays have not changed their structural call that Banxico will follow the Fed, with their US 
Economics team’s new call, Barclays now believe Banxico will hike 50bp in December, instead of 75bp, 
followed by a 50bp and a 25bp hike, to end its hiking cycle at a ‘terminal rate’ of 11.25%. They continue to 
expect three 25bp rate cuts in Q4 ‘23. 

 

 
Goldman Sachs: Forward Guidance To Leave Door Open To Taper Hiking Pace In December 
 

• Given the recent domestic and external macro-financial developments, and the policy signals and balance 
of views in the Oct 13 minutes, Goldman Sachs expect the MPC to deliver another +75bp hike, driving the 
policy rate to 10.0%. 

• In their assessment, another 75bp rate hike is justified by the still challenging current and prospective 
inflation outlook, further significant deterioration of short-, medium- and long-term inflation expectations, firm 
real GDP growth backdrop (higher-than-expected above-trend real GDP print in Q3), improving labor 
market, and the FOMC 75bp hike on Nov 2 and guidance suggesting a longer cycle with a higher Fed funds 
terminal rate. 

• 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 (2H2024). GS also 
expect the forward guidance to leave the door open to taper the pace of rate hikes at the Dec 15 meeting. 

• 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 signalling conditions/influences Banxico’s short-
term calibration of monetary policy. 

 
 
JPMorgan: See Rates At 10.75% In 1Q23 
 

• Consumer prices remain a prime source of concern in Mexico and while we expect this week’s inflation for 
October to ease some compared to this year’s monthly average (0.62% vs. 0.67%), core inflation dynamics 
have changed little. JPM expect core goods to deliver more of the same, increasing 0.92%m/m and 1.04% 
in seasonally-adjusted terms, on the back of relentless processed food prices. 

• After two months of small downside surprises in inflation prints (Aug and Sept), expectations are starting to 
stabilize for 2022 but on a more concerning note, continue to grind higher for 2023. 

• JPM expect Banxico to continue underscoring the importance of acting to anchor expectations. With long-
term expectations stabilizing between 3.6% and 3.7% (the target is 3%) they don’t see the Bank pivoting 
from the current hawkish bias yet, but they do think the discussion on the exit strategy will gain traction, 
particularly considering that monetary conditions are already tight. JPMorgan expect a 75bp hike to 10.0% 
with the risk of a “dovish” vote in favor of a 50bp hike. 

• The confirmation that Banxico was in restrictive territory even before the expected hike this week should 
give the less-hawkish members a strong argument to resume the decoupling discussion. JPM see rates at 
10.75% in 1Q23. 
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Scotiabank: Growth Resilience Should Reinforce Tightening Path 
 

• Banxico is widely expected to hike by another 75bps on Thursday as it generally follows the Fed. The 
FOMC’s more hawkish stance this past week is likely to keep Mexico’s central bank on a tightening path 
into at least early 2023 especially as growth is so far resilient. 

• Mexican Q3 GDP growth beat consensus at 4.2% y/y, suggesting that there is some room for additional 
hikes before growth is impacted more significantly by the lagged monetary policy effect. 

• Therefore, Scotiabank expect a policy rate of 10.50% by the end of 2022, although the outlook is more 
uncertain as to how Banxico will conduct monetary policy through 2023. Scotiabank anticipate another 
50bps hike in early-2023, remaining at 11.0% for most of the year until reductions in the final months of 
2023. Thus, the effects of monetary policy are expected to reduce inflation gradually, ending 2023 still far 
from the target. In their baseline scenario, the policy rate does not rise above these levels, but Scotia do not 
rule out alternative scenarios depending on data in the months ahead. 

• Despite recent comments from dove Esquivel noting that Banxico could start talking about decoupling from 
the Fed, we think it is much too early for that and markets on edge over the Fed’s hawkishness may 
retaliate on the MXN too harshly. 

 
 
SocGen: 75bp Hike and Additional Tightening Thereafter 
 

• The ex-post real overnight rate is now firmly positive, but as current and year-ahead core inflation forecasts 
remain well beyond the target range, the Bank of Mexico will likely maintain its pace of tightening for now. 
We also expect it to further revise up its medium-term inflation forecasts. A lower medium-term inflation 
forecast would signal that Banxico may contemplate concluding its tightening cycle soon. 

• Nevertheless, with the Fed likely to tighten further in December (and probably February too), we do not see 
Banxico concluding its tightening so soon. 

• As the tightening cycle is likely into its final stages, one would expect additional tightening to be increasingly 
driven by the Fed’s stance. Failure to adequately respond to the Fed could put pressure on the peso, 
making it difficult to contain price pressures. The market currently expects Fed and Banxico to tighten by 
183bp and 145bp over the next two quarters, followed by rate cuts in 2H23 (likely in 4Q23).  

• In any case, until core inflation begins to subside, SocGen say it would be premature for both them and the 
market to expect the tightening cycle to end. Medium-term rates prospects also face upside risks from high 
core inflation. SocGen still expect easing to begin in 4Q23, but the rate cuts will likely follow a sluggish 
trajectory. 

 


