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= Banco de México announced modifications to its monetary policy

communication strategy Gabriel Casillas
. Chief Economistand Head of Research
= Changes announced include: gabriel.casillas@banorte.com
(1) The minutes of the monetary policy decisions will identify the
direction of the vote of each member of the board; Delia Paredes
(2) The complete transcripts of monetary policy meetings will be Executive Director of Economic Analysis

. R delia.paredes @banorte.com
released three years after said meeting; P e

(3) The monetary policy communiqué along with the minutes of each
meeting will be published both in Spanish and English
simultaneously; and

(4) Public speechesand presentations from members of the board will
be available at the central bank’s webpage

= We highlight that Banxico continues to make efforts in order to
improve communication with the public, such as the publication of the
minutes of the monetary policy meetings back in 2011, as well as the
release of speeches and presentations by members of the board

= Moreover, the central bank recently made some improvements to the
monetary policy communiqué as well as to the Quarterly Report (QIR)

Modifications to Banxico’s communication strategy. The monetary authority

recently announced changes to its monetary policy communication strategy,

which is an essential part of the success of an inflation targeting regime, such as

the one adopted by the Mexican monetary authority since 2011 (see summary

table). These modifications adopt the best international practices and join the

changes made recently in both the Quarterly Report and in the monetary policy Document for distribution among
statement. public

Modifications to Banxico’s communications strategy
Change First release
Include the direction of the v ote of each member of the board in the

X . May 17, 2018
meeting minutes
Release of complete transcripts of monetary policy meetings three May 2021
y ears after the committee in question
E/Ir?;”estﬁry policy communiqué and minutes both in Spanish and May 17, 2018
Av ailability of members of the board speeches and presentations April 30, 2018

Source: Banxico
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Identification of the direction of each vote in the minutes of each
meeting. In the event of a dissent, an explanation of the reasons for this vote
will be added. We believe that this is one of most important modifications
made by Banxico, given that it will allow analysts to evaluate the balance
that exists among the members of the board to better read the message that
the central bank is trying to convey. Moreover, it contributes to greater
accountability of board members. For its implementation, an additional
section will be added in the minutes of the meeting in question. This change
will take effect from the minutes of the monetary policy decision of May 17,
2018. It is worth mentioning that the Fed in the United States carries out this
practice.

The full transcripts of monetary policy meetings will be released after
three years after said meeting. Given that these transcripts will be
published on Banxico’s website with three-year lag, the first transcript
available will be the one from this month’s meeting (May 17, 2018), which
will be published on May 2021.

Release of monetary policy communiqué and minutes both in Spanish
and English simultaneously. This seeks to broaden the scope of the
messages contained in these documents to a non-Spanish-speaking audience
in order to facilitate its interpretation. The release of the English versions of
these communications will be done simultaneously with the Spanish version
on the central bank’s website. This change will take effect as of the
monetary policy announcement of next May 17, 2018.

Availability of public speeches and presentations. In addition to the
current release of selected public speeches and presentations, the materials
associated with these participations will be made available to the public on
the webpage, no later than two days after the event in question.
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Ongoing effort to improve communication. A central bank fundamentally
derives its legitimacy from its ability to fulfill its targets and from its
accountability,-i.e. its exposure to external scrutiny-, which in this case could be
measured by the market reaction to the messages of the monetary authority. It is
worth mentioning that Banxico is continuously making efforts to improve
communication with the public, as it was the case of the decision to publish the
minutes of the monetary policy meetings back in 2011, as well as speeches and
presentations by members of the board of governors.

Changes in Banxico’s communication strategy

Change First release
Central bank is granted autonomy April 1994
Adoption of cumulativ e balance approach as preferred monetary
policy instrument September 1995
Release of monetary policy communiqués January 2000
Adoption of inflation targeting 2001
Adoption of a 3% +/-1% inflation target July 2002
Monthly monetary policy meetings Janury 2006
Adoption of the reference rate as preferred monetary policy
instrument February 2008

Release of monetary policy meeting minutes February 2011
Introduction of the general direction of the v ote in the communiqué March 2017

(w hether itw as unanimous or there were dissenters)
Source: Banxico

Recent improvements to the monetary policy communiqué as well as to the
Quarterly Report (QR). In the first case, in the last monetary policy
announcement (April 12) we perceived an effort to improve communication by
reducing the size of the text (1,317 words in the last communication vs. 1,714
on average in the previous 5 releases). In addition, we believe that the central
bank's communication was enhanced considerably when comparing the
trajectory of inflation with the specific estimates published in the last QR.
Regarding the changes in the QR, improvements refer to the publication, for the
first time, of point quarterly estimates of average inflation for 2018 and 2019,
not just ranges, as it was the case before (see table and charts below). Moreover,
they also published a series of indicators of slack in the Mexican economy -in
addition to the output gap- to improve the monitoring of inflationary pressures.

CPI forecasts
% yoy on the quarterly average

2018 2019
| Il 1l v | 1l 1} v
CPI
Currentforecast 5.5 4.8 4.3 3.8 3.2 3.0 3.1 3.2
Previous forecast 4.6 4.1 3.6 3.0 3.1 33 3.1 3.0
Core
Currentforecast 4.4 4.0 3.8 3.6 3.3 3.2 3.1 3.0
Previous forecast 4.2 3.9 3.6 3.5 3.3 3.2 3.1 3.1

Source: Banco de México, 4Q17 QR
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Fan chart, 4Q17 QR Fan chart, 3Q17 QR
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Rotation of the Governing Board, another important pillar for the
autonomy of the central bank. In addition to a transparent and effective
communication, another of important pillar for the autonomy of a central bank is
the procedure to appoint and remove the collegiate body that makes the
decisions, in this case, the Governing Board. Article 28 of the Constitution
establishes that: “... The members in charge of the central bank will be made by
Presidential appointment with the ratification of the Senate or the Permanent
Commission, if it necessary; they will be in office enough time to assure
autonomy in their functions; and will only be removed in case of serious
offense...”. Moreover, officials in question will be appointed for relatively long
periods (6 years in the case of the governor and 8 years for deputy governors).
The rotation of board members is organized such that their renewal is gradual.
They can be reappointed while they are not 65 or older on the date of the
beginning of their term. According to current board members’ terms, in the next
six years all 5 seats of the board must be reappointed. From the current five
members, three -including the Governor-, can be ratified for an additional
period, while the next administration will have the opportunity to nominate two
new board members, as shown in the following table.

Banxico’s Board Members

Start of period End of period oﬁ?':::gti:ltiitgn
gl;/j:pn%rroDiaz deLedn Carrillo Decgg;b7er 1, December 31, 2021 Yes
g:;uety”‘g’o?/ﬂrﬁ(‘)’fb Legaspi January 1, 2014 December 31, 2022 No
g:;jtyEZg\i/':;:grca“te"a“° January 24,2018 December31, 2024 Yes
g):‘r?uet; gg\fg:zgfa'afe" rebruary 1% December31, 2020 No
“D":;u‘:ye'ggjg:zz rFra"°'a April 26, 2011 December31, 2018 Yes

Source: Banxico

Disclaimer

The information contained in this document is illustrativeand informative so it should not be considered as an advice and/or
recommendation ofany kind. BANORTE is not part of any party or political trend.
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