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Inflation 2022– Year-end now seen at 6.7% 

amid more challenging conditions abroad 
 

▪ We believe the inflation outlook has deteriorated significantly in the past 

couple of weeks, leading us to revise our year-end forecast for 2022 to 

6.7% y/y (previous: 4.4%) 
 

▪ Both core and non-core inflation would be higher, forecasting them at 

6.4% and 7.6%, respectively 
 

▪ The main drivers behind our revision include: 

(1) Higher prices of energy and other commodities, along with 

increased MXN volatility due to the war in Ukraine; 

(2) Upside surprises at the core from prevailing supply disruptions, 

further cost increases, and additional changes in consumption 

patterns; and 

(3) More difficult weather conditions that would impact crops, as well 

as other sectors  
 

▪ Some downside risks may be materializing (e.g. an improvement on 

virus conditions and mobility), albeit it is our take that drivers to the 

upside will be more persistent and stronger in magnitude, resulting in a 

more modest reduction in annual inflation for the rest of the year 
 

▪ Considering this backdrop along and a more hawkish stance by the Fed, 

we maintain our call for a 50bps hike by Banxico on Thursday. 

Moreover, we now believe this will be followed by an increase of the 

same magnitude in May 
 

▪ Following this, we expect +25bps adjustments in the five remaining 

decisions of the year, in line with the similar moves by the Federal 

Reserve, taking the reference rate to 8.25% (previous: 7.50%) 

Inflation at 6.7% y/y by the end of 2022. This represents 230bps more than our 
previous estimate. In our view, the outlook for inflation has deteriorated 
significantly in the past couple of weeks, mainly (but not exclusively) because of 
the reverberations of the war in Ukraine across global markets. In particular, we 
now expect both the core and non-core higher at 6.4% (previous: 4.1%) and 7.6% 
(previous: 5.1%), in the same order. Most shocks still seem to be mainly 
originating abroad, albeit likely with a more sizable domestic impact in the price 
formation process given built-up cost pressures and more lasting effects. 

Inflation forecasts 
% y/y; bi-weekly frequency 

 
Source: INEGI, Banorte.  

2020:
3.2

2021:
7.4 2022:

6.7

2.0

3.0

4.0

5.0

6.0

7.0

8.0

Dec-20 Apr-21 Aug-21 Dec-21 Apr-22 Aug-22 Dec-22

Headline

Core

 

Economic Research 
Mexico 

March 22, 2022 
 
www.banorte.com 
@analisis_fundam 

 
Alejandro Padilla 
Chief Economist and Head of Research 
alejandro.padilla@banorte.com 
 

Juan Carlos Alderete, CFA 
Executive Director of Economic Research 
and Financial Markets Strategy 
juan.alderete.macal@banorte.com 
 

Francisco Flores 
Director of Economic Research, Mexico 
francisco.flores.serrano@banorte.com 
 

Yazmín Pérez 
Senior Economist, Mexico 
yazmin.perez.enriquez@banorte.com 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Winners of the award for best 
economic forecasters for Mexico in 
2021, granted by Refinitiv 

 

 
 
Document for distribution among the 
general public 



  

2 
 

A more challenging backdrop for inflation. Inflation dynamics have become 
more complex since 2020, especially at the core. This component has shown more 
persistent pressures and has consistently overshoot estimates (chart below, left) 
because of several factors, including: (1) Supply disruptions; (2) cost increases; 
and (3) changes in consumption patterns, among others. However, and contrary 
to our expectations, these have extended further into 2022, resulting in additional 
challenges for prices. Lastly, the war in Ukraine has triggered sharp increases 
across most commodities –especially energy (chart below, right)–, which we see 
as having both direct and indirect effects on CPI as costs pass-through to 
consumers. Lastly, we expect adverse weather effects to keep weighing on crops, 
with additional reports of distortions from an extended process of the La Niña 
phenomenon.  
Inflation surprises in the core component* 
Basis points 

Commodities prices* 
Index 100 = Dec-31-2021 

 

 

*Difference between the actual print and the median from the survey 
Source: Banorte with data from INEGI and Bloomberg  

*Note Food and metals indices come from CRB and the energy is the Bloomberg Energy Subindex 
Source: Bloomberg, Banorte 

Banxico to take a more aggressive approach in its hiking cycle. We maintain 
our forecast that the central bank will increase the reference rate by 50bps this 
Thursday. However, we now forecast +50bps also in May (previous: +25bps), 
mainly on a more complex short-term inflation outlook –at a high of 7.6% in 
April– and challenging financial conditions. After this, Banxico would follow a 
more hawkish Fed –now forecasting 25bps hikes in each of the 6 decisions left 
this year– with +25bps steps in the five remaining meetings after May (June, 
August, September, November and December). With this, the rate would reach 
8.25% by the end of 2022 (previous: 7.50%). For 2023, we still anticipate an 
accumulated 100bps increase, although now front-loaded to 1H23, ending the 
hiking cycle earlier and with a higher terminal rate of 9.25%.  
Forecasted path of the reference rate 
% 

Spread between the Fed funds rate and Banxico’s reference rate 
% 

  

Source: Banxico, Banorte Source: Banorte with data from Banxico and the Federal Reserve 
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Guide for investment recommendations. 
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BUY When the share expected performance is greater than the MEXBOL estimated performance. 
HOLD When the share expected performance is similar to the MEXBOL estimated performance. 
SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in 
order to consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
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completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to modifications 
and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of this 
document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This document 
may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. 
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