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MNI Banxico Preview: February 2023 
  

Rate Decision and Monetary Policy Statement: 1900GMT / 1400ET - Thursday, February 09, 2023. 

 

MNI Point of View: Focus On Future Guidance 

 
All surveyed analysts expect Banxico to raise the overnight rate by 25bps to 10.75% at the February 
meeting. While the decision would represent a deceleration in the hiking pace, additional monetary 
tightening would be in line with prior guidance and is still deemed necessary due to the challenging 
inflation backdrop that remains in place, particularly for the core component.  
 
With markets heavily in agreement regarding the rate decision, immediate attention turns to the statement 
for any guidance on future decisions. Analysts remain split over whether this decision will mark the end of 
the tightening cycle or whether future hikes will be deemed necessary. Furthermore, with a new Deputy 
Governor on the committee, the vote split will also be eyed with many expecting the first unanimous 
decision since the September decision. 
 

 

Statement Will Be Key In Determining Future Rate Moves 

 

Deputy Governor Jonathan Heath, speaking on January 17, indicated that Banxico still needs to raise its key 

interest rate at least once more. While his comments are in line with messaging at the December meeting, that the 

board “considers it will still be necessary to raise the reference rate in its next monetary policy meeting”, there 

remains diverging opinions among analysts on the expected terminal rate. Heath went on to say that he does not 

see the rate going “much higher than 11%, but that will depend on the data.” With rates currently at 10.50%, it is 

clear we are at the late fine-tuning stage of the tightening cycle and whether or not the committee continue to mirror 

the Fed, or potentially decouple, will be key over coming meetings. 

 

Furthermore, analysts will then look for signals related to policy easing, currently projected for later this year. Heath 

explained that he expects to see it the rate held at its peak for a minimum of six months to ensure inflation subsides. 

 

Though it’s too early to tell when the bank might start to relax monetary policy, Heath said any cuts “aren’t around 

the corner” and that the terminal rate will likely need to remain at a high level to ensure that inflation has actually 

begun to ease. “I don’t see it in six months,” he said when asked about potential rate cuts. 

 

 

Core Inflation Remains A Challenge For Central Bank Board  

 

The latest print for the headline annual rate of inflation (bi-weekly data for mid-January) came in at 7.94%, above 
both the prior reading of 7.86% and surveyed median estimate of 7.85%. Furthermore, and keeping pressure on the 
Banxico board, core CPI rose to 8.45% from 8.34%, extending the stubbornness for the metric (chart below). In the 
aftermath of the release, Deputy Governor Jonathan Heath said that "the prices of services (non-tradable) 
increased from 5.17% to 5.47%. This means internal pressure, possibly derived from increases in labor costs. We 
still have a lot to worry about."  
 
Since the last central bank meeting, headline and core inflation expectations for year-end 2023 and 2024 have 

deteriorated. Within the latest central bank economist survey, the forecast for year-end 2023 was increased to 

5.19% from 4.99%. Additionally, labour market dynamics remain healthy, indicated by the unemployment rate 

dropping further to 2.76% in December, all pointing to the need for additional tightening at this juncture. 
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It is worth noting that the full January inflation release will be published on Thursday morning, prior to the rate 
decision announcement and that the board will have this information before making their decision. However, both 
headline and core readings are expected to increase from prior readings, according to surveyed median estimates. 
 

Figure 1: Core Inflation Remains Stubbornly Close To Peak 

 

 
 

 

New Deputy Governor May Provide Moderate Hawkish Tilt 

 

Mexico's lawmakers approved Omar Mejia to the Banxico board in January. Mejia takes the place of Gerardo 
Esquivel, who was well known as the most dovish member of the Banxico committee. His term is expected to run 
through the end of 2030. 
 
For reference, newly appointed Mejia became Deputy Governor Galia Borja’s adviser in 2019 and has a similar 
career trajectory as her and board member Irene Espinosa. It has been suggested that these facts may point to him 
being slightly more aligned with the board majority, in comparison to his relatively dovish predecessor. Indeed, 
given that Esquivel had been dissenting in most recent rate decisions, this may bolster the likelihood of a 
unanimous decision this week. 
 
In some of his first comments since being nominated to the Banxico board, Omar Mejia said that the committee will 
consider the next moves by the Fed as well as inflation data in Mexico for early January in its next meeting, 
according to comments to reporters during a Bloomberg Linea video. Mejia added that an eventual decoupling with 
the Fed is another topic that will be discussed in the bank’s next meeting, stating that “it’s an important element but 
it is not the only one”. 
 

 

Despite Recent Reversal, MXN Shows Solid Gains From Prior Meeting 

 

Recent Mexican Peso outperformance has been pared following a retracement in the greenback in the aftermath of 
a stellar US employment report. The USDMXN bounced has been exacerbated by a strong technical rejection of the 
February 2020 lows just ahead of the 18.50 mark. Despite the most recent USDMXN strength, the pair still resides 
roughly 3.5% lower than levels seen at the December meeting, which should continue to be a positive component 
for inflation convergence going forward.  
 
Technically, USDMXN has recovered from 18.5080, the Feb 2 low. The overall trend outlook remains bearish and 
the latest recovery is considered corrective - for now. Resistance at 19.1091, the Nov 19 high, has briefly been 
cleared and an extension higher would strengthen a bullish theme and signal scope for a stronger short-term 
recovery, towards the 19.40 handle and 19.4804, the 38.2% retracement of the Jul 14, 2022 - Feb 2 bear leg. On 
the downside, key support and the bear trigger remain at 18.5080. 
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Figure 2: USDMXN Bounces From 2020 Support, Maintains Overall Bearish Trend 
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Analyst Views (Alphabetical Order):  

 
At the time of publication, all 21 surveyed analysts are forecasting a 25bp increase of the overnight lending rate to 
10.75%. 
 
 
Bank of America: Expect Upward Revision For Core Inflation 
 

• Bank of America expect Banxico to hike 25bp. Although headline inflation may have peaked, core inflation 
continues depicting an upward trend.  

• BofA expect Banxico to revise again upwards its inflation forecasts for core. They expect a hawkish 
statement suggesting more hikes and suggesting a 1x1 move with the Fed. 

 
 
Banorte: Expect Unanimous 25BP Hike, Maintain Hawkish Tone 
 

• Banorte expect a 25bps increase. The decision will likely be unanimous, with the statement maintaining a 
hawkish tone. This would represent another moderation in the hiking pace after the shift to +50bps in 
December 2022.  

• In their view, investors will focus on: (1) The evaluation of inflation dynamics given the diverging trends 
between the core and non-core, as well as if they keep or not the balance of risks as tilted to the upside; 
and (2) possible changes to the guidance. 

• Regarding new deputy governor Mejia’s policy stance, Banorte believe he could tilt towards the center-to-
hawkish side of the spectrum. Nevertheless, with further information to be seen in the minutes. 

• On inflation, the environment remains complex and full of uncertainty. Despite inflation in the 1st half of 
January having adverse seasonality, the rebound in services within the core was noteworthy. 

• Banorte still believe Banxico’s inflation path is very optimistic and do not rule out new upward moves in the 
core forecasts between 40-50bps, which would also more marginally affect the headline. 

• After this decision Banorte reiterate their view that tightening will continue at least for one more meeting. 
Specifically, they anticipate another 25bps hike in March, taking the rate to 11.00% which they see as the 
terminal rate of this cycle. Rate cuts could begin in 4Q23, pencilling in two 50bps each in November and 
December, taking the reference rate to 10.00% by year-end. 

 
 
Barclays: Last Time Mirroring The Fed 
 

• Barclays continue to expect Banxico to mirror the Fed one last time. Barclays then expect Banxico 
effectively to decouple from the Fed and keep the rate unchanged for some time to “allow monetary 
tightening to act on inflation.” In fact, we believe this could be the board’s “catch phrase” to provide forward 
guidance to market participants.  

• Shifting gears to the next cycle, Barclays believe Banxico will be unable to cut rates until November; while 
Barclays expect inflation to trend downwards, they think it will be a very gradual process. Current 
expectations are for 12-month headline inflation to end this year at 5.7% (consensus: 5.1%) and core at 
5.3% (5.1%).  

• However, ex-ante real rates will likely be so high by then, with inflation expectations for YE 24 at about 
3.5%, that Banxico might be able to cut rates (25bp in November and December), almost regardless of 
whether the FOMC cuts this year, in order to adjust its monetary policy stance to a more “neutral” territory.  

• Barclays still expect Banxico to continue to ease monetary policy in 2024, gradually taking the reference 
rate towards 7.50%. 

 
 
Citi: Expect 25BP Hike To Mark End Of Tightening Cycle 
 

• Citi Economics expects a last hike from Banxico of 25bp in February, for a terminal rate of 10.75%. 
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Deutsche: Door For Reductions Should Only Open in Q4 
 

• Overall, while headline inflation seems to have peaked and the monthly data does show a decline in annual 
core inflation, it seems to us that the risks of a very slow convergence of inflation towards the central bank 
target are significant. And the inflation data of the services sector is also an indicative of relatively persistent 
pressures that should be taken seriously by Banxico if it is to guarantee the convergence of inflation to its 
3% target over the next 2 years. 

• Under the current conditions, Deutsche Bank expect Banxico to continue to follow the Fed at least while the 
US central bank continues to hike the Fed Funds Rate.  

• They expect that Banxico will increase the overnight rate by 25bp when it meets this week and again in 
March. This will bring the policy rate to 11% by the end of Q1 ’23. And assuming Deputy Governor Heath’s 
view regarding how long the policy rate is to remain at its terminal level is adopted by the board, the door for 
reductions of the policy rate should only open by Q4 ’23 when Deutsche anticipate two 50bp cuts of the 
overnight rate to bring it to 10% by year-end. 

 
 
Goldman Sachs: 25BP Hike Still Justified By Challenging Inflation Outlook 
 

• Given the recent domestic and external macro-financial developments, the policy signals and balance of 
views in the Jan 5 minutes, and the recent FOMC decision and signaling, Goldman Sachs expect the MPC 
to step down the pace of hikes to 25bp hike, driving the policy rate to 10.75%. 

• GS expect the forward guidance to remain data-dependent, with the MPC expected to continue to express 
discomfort with the inflation backdrop (particularly core) but to acknowledge budding signs of easing 
inflationary pressures (coming from easing supply chain bottlenecks and commodity prices) while still 
expecting headline and core inflation to converge to the 3% target by the end of the relevant horizon for 
monetary policy (2H2024). 

• Goldman Sachs expect the post meeting policy statement to acknowledge that the policy rate is already at a 
significantly restrictive level and the forward guidance to hint that we are now close to reaching the terminal 
rate, if not already at it with the 25bp GS expect at the meeting. They will also be looking for implicit and/or 
explicit references to how the FOMC policy stance and signalling conditions/influences Banxico’s short-term 
calibration of monetary policy. 

• In their assessment, a 25bp rate hike is justified by the still challenging current and prospective inflation 
outlook (core in particular), further deterioration of headline and core inflation expectations, solid labour 
market, and the expectation of likely two additional 25bp FOMC Fed fuds hikes. 

 
 
Itaú: Do Not Discard Signal To End Cycle At This Meeting 
 

• Itaú expect headline and core inflation at 0.63% mom and 0.65% respectively. They expect headline 
inflation will likely reflect pressure from core food and services CPI (reflecting price updates mainly in 
housing and restaurants in 1H Jan). Pressure on the non-core CPI will likely come from a seasonal 
adjustment in government regulated tariffs.  

• Assuming their forecast is correct, headline inflation would stand at 7.86% in January (from 7.82% in 
December), while core inflation would increase slightly to 8.39% (from 8.35%). 

• Itaú expect a 25-bp hike (from 50-bp), reaching a level of 10.75%. They think the end of the hiking cycle is 
near and don’t discard the central bank signalling an end to the hiking cycle in this meeting given the recent 
dovish tone of the Fed. 

 
 
JPMorgan: Case For Taking A Breather Makes Sense 
 

• JPMorgan expect Banxico to hike 25bps, bringing the policy rate to 10.75%. The big question, however, is 
whether Banxico will stick to its original plan delivered in December, halting the hiking cycle this month, or 
whether it will have to signal that “it will be necessary to hike the policy rate in its next (March) meeting,” 
once again extending the cycle for a little longer.  

• With headline and core inflation expected to move down slowly, to 7.8% and 8.4%, respectively, in 2H Jan, 
JPM believe the bank will hike 25bps and pause, delivering a hawkish message and communicating the 
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need to assess the economic implications of the outright restrictive stance and the relentless hiking cycle 
that started at 4% in June 2021. With the economy slowing in 4Q22, the case for taking a breather makes 
sense, in JPMorgan’s view. 

• Still, they are assigning a non-negligible probability to a scenario in which Banxico will have to extend its 
hiking cycle at least till March in the context of lingering inflation pressures at the beginning of this year. 

• Recent Fed action is worth noting as well, as our US economists expect another hike in March, to 5%. If 
Banxico indeed stays put in March, it would be the first time since early 2022 that both CBs do not hike 
rates at the same time. Under this scenario, the policy spread will be tighter by 25bps to 575bps, a level that 
JPM do not consider worrisome from a financial markets perspective; but, given the risk of further hikes 
from the Fed in the context of the resiliency in the labor market, they believe it will be essential for Banxico 
not to close the door completely as assessing the market’s response to pausing (or to the end of the cycle) 
is advisable. 

• While JPM think the decision of hiking 25bps next week will be unanimous, agreeing on the forward 
guidance message will be tricky for the board. If the bank opts to extend the hiking cycle a bit longer, we 
believe the board will go for another 25bps in March. 

 
 
Morgan Stanley: Continue To Favour Receivers In Belly Of TIIE Curve 
 

• Morgan Stanley economists expect Banxico to deliver a 25bp hike. While the February decision in itself will 
likely be a non-event, investors will likely be keeping a very close eye on the statement for any additional 
colour on the outlook for further hikes. 

• In addition, the vote split will also be in focus, given the new Banxico board appointment and the market's 
attempt to gauge its monetary policy views. 

• MS continue to favour receivers in the belly of the TIIE curve (the 5-year sector). However, they stick with 
their 8.10% target and are not looking to extend it for now, as MS expect further gains to remain somewhat 
bumpy and data-dependent. 

• In fact, to the extent that the latest batch of US data (NFPs, ISM) trigger some premia repricing in FOMC 
terminal rate expectations towards 5.25%, MS would expect a pullback in priced-in expectations for 
Mexico's upcoming easing cycle as well (currently still priced to start in September).  

• MS would expect more limited pressure on the belly of the TIIE curve, as some of the cuts would likely be 
pushed further down the curve, rather than completely removed. However, as roughly three-quarters of the 
~400bp of priced-in cuts are currently concentrated in the 1y1y, we see attractive risk/reward in 1y1y TIIE 
payers as a broader hedge against a potential correction in US front-end rates, particularly given attractive 
carry/roll (~55bp over three months). 

 
 
Scotiabank: Recent Rhetoric Suggest Banxico Not At Divergence Point 
 

• In Mexico, Fed decoupling talk had gained traction in late-2022/early-2023 before the H1-Jan CPI print 
released last week poured cold water on those calls. In particular, the uptick in core inflation (goods) is a 
point of concern for policymakers. Recent comments from Heath and Mejia suggest Banxico is not yet at a 
divergence point and a 25bps hike is the most likely scenario next week. 

• Inflation data for the whole of January will be released the morning of the Thursday announcement, though 
Banxico will already have this information at hand when it makes its decision on Wednesday evening. 

• Setting Banxico aside, it is also important to highlight the ongoing discussion regarding the Federal 
Government’s financial support of PEMEX. Scotiabank note that saddling the government’s accounts with it 
would hurt, but it would not be calamitous. What may be a bigger issue is that weak growth (owing to 
depressed investment, in part) and high interest rates does not bode well for the country’s fiscal picture. 

 
 
SocGen: Forecasting Three 25BP Hikes 
 

• With core inflation still substantially high and the Fed likely to tighten further, SocGen expect Banxico to 
implement a 25bp rate hike at each of its next three meetings, including in February. 
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• The real rate is now comfortably in the range that the central bank considers restrictive enough to put 
pressure on demand and prices. In any case, there remains significant slack in the product market with the 
output gap close to -2.0% of potential GDP (as per SG estimate). The growth outlook is weakening too. 

• Given the situation described above one could argue there are few gains to be made from continued 
tightening. Nevertheless, two primary concerns persist, namely inflation is yet to begin to decelerate 
convincingly, leave aside falling meaningfully, and the Fed tightening cycle could potentially continue into 
2Q23 too. 

• SocGen continue to believe that inflation will not converge to Banxico's target range before the end of 2024. 
As such, they expect Banxico to follow the Fed's stance for the remainder of this tightening cycle, unless the 
inflation numbers surprise strongly either way.  

• This leads them to expect three more Banxico rate hikes of 25bp each in this cycle (taking the policy rate to 
11.25% in 2Q23) although they do acknowledge that the risks have suddenly tilted towards fewer Banxico 
hikes than more. 

 
 
TD: Expect Final 25BP Hike But To Leave Options Open 
 

• TD expect Banxico to reach terminal rate with a hike of 25bps.  

• However, as it has been the case in Brazil and Chile, TD think Banxico will opt to maintain its options open 
and hence to state it will remain ready to act in case monetary conditions are no longer congruent with a 
path of inflation convergence within the horizon of policy effectivity. 

 


