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No change in fondeo rate. Inflation slump leads to a dovish tone

« Therecent decrease of inflation and the improvement of the balance of risks leads to
a dovish tone. Monetary policy stance remains linked to the inflation downtrend, however,
the current statement stresses that if it consolidates a rate cut would be advisible in order to
ease the adjustment of the economy to a situation of less economic growth and less
inflation.

« The downward risks on domestic activity linger as a result of a balance of risks of world
activity that maintains its impairment, although it improved marginally.

« The central bank stresses that its expectations of headline inflation in 2013 lie below
2012’s, while it expects core inflation to be under 3.0%.

« Banxico changed from a hawkish tone to a dovish one in a matter of two months. This is
different from the graduality we have witnessed in the past.

« Inlight of this communiqué, BBVA Research keeps its perspective of a monetary pause
in the next months. However, as economic activity moderates, if inflation reaches the
inflation target during a period that suggest that inflation is contained, a rate cut cannot be

dismissed.
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by BBVA Research of Banxico’s opinion in accordance with the latest monetary policy statement.

Ivan Martinez Urquijo
ivan.martinez.2@bbva.com

Av. Universidad 1200, Col. Xoco, México 03339 D.F. | researchmexico@bbva.bancomer.com | www.bbvaresearch.com | Follow us on Twitter

Disclaimer

This document was prepared by Banco Bilbao Vizcaya Argentaria’'s (BBVA) BBVA Research and BBVA Bancomer S. A,, Institucién de Banca Mltiple, Grupo Financiero BBVA Bancomer on
behalf of itself and is provided for information purposes only. The information, opinions, estimates and forecasts contained herein refer to the specific date and are subject to changes without notice
due to market fluctuations. The information, opinions, estimates and forecasts contained in this document are based upon information available to the public that has been obtained from sources
considered to be reliable. However, such information has not been independently verified by BBVA Bancomer, and therefore no warranty, either express or implicit, is given regarding its accuracy,
integrity or correctness. This document is not an offer to sell or a solicitation to acquire or dispose of an interest in securities.


mailto:researchmexico@bbva.bancomer.com
http://www.bbvaresearch.com/
http://twitter.com/bbvaresearch/

